Cypress Semicon

© 00 ~N oo 0o B~ W N P

N RN N RN N N N N DN R P R R R R R R R
0w ~N o s WN P O 0O 0o N o 0ubS w N kP o

q

CYPRESS SEMICONDUCTOR Case No: C 13-4034 SBA
CORPORATION,
ORDER GRANTING
Plaintiff and DEFENDANTS’ MOTION TO STAY
Counterclaim Defendant, PENDING DETERMINATION OF
PETITIONS FOR INTER PARTES
V. REVIEW
LG ELECTRONICS, INC., Dkt. 91

luctor Corporation v. LG Electronics Inc. Et Al Doc. 106

UNITED STATES DISTRICT COURT
FOR THE NORTHERN DISRICT OF CALIFORNIA
OAKLAND DIVISION

LG ELECTRONICS U.S.A., INC., and
LG ELECTRONICS MOBILECOMM
U.S.A., INC,,
Defendants and
Counterclaim Plaintiffs

Plaintiff Cypress Semiconductor CorporatiCypress”) brings the instant action
against Defendants LG Electronics, Inc., LG Electronics U.S.A., Inc., and LG Electronjcs
Mobilecomm U.S.A., Inc. (collectively “LG; accusing them of infringing six of its
patents. The parties are presently befoeeGburt on Defendantdlotion to Stay Pending
Determination of Petitions for ter Partes Review. Having readd considered the paperg
filed in connection with this matter andibg fully informed, tle Court hereby GRANTS
the motion for the reasons set forth below.e Tourt, in its discretion, finds this matter
suitable for resolution withut oral argument. See Fed.@v. P. 78(b); N.D. Cal. Civ.
L.R. 7-1(b).

l. BACKGROUND

Cypress is a San Jose-based semicondaotopany specializing in universal seria
bus(“USB”) controllers and capacitive user irfece solutions, such as touchscreen and
trackpad solutions for PCs andripderal devices. Compl. § 9, Dkt. 1. Cypress holds the
rights to U.S. Patent Nos. 6,012,103, 6,329, and 6,493,77Which pertain to USB
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technology, and U.S. Patent Nos. 8,004,40059,015, and 8,519%,9, which relate to
touchscreens. Id. 1 13-19. LG marketd sells mobile phones and other electronic
devices. Id. ®1.

In or about April 2011, Cypress contacted, accusing it of manufacturing product
that infringe the six aforementioned pateimt-suit, and proposing a business solution
which involved entering into lense agreements. Id. § ZBhe parties continued their
negotiations through October, 12012, at which time LG assed that there was no basis
for LG’s claims of infringement, and by eri&on, the proposed licensing agreements.
Magee Decl. Exs. 5-6. Cypress took noliartaction until August 29, 2013, when it filed
the instant suit for patemfringement against LG.

On December 19, 2013, the Court coaigd an initial Case Management
Conference at which time it scheduled @aris construction hearing to take place
September 3, 2014. Dkt. 5The Court did not set deadlinfes fact and expert discovery
or for motion practice, nor did gichedule dates for pretrial filings, a pretrial conference ¢
trial. Upon subsequentigulation of the parties, hCourt continued the claims
construction hearing to October 29, 2014. DBK. Briefing in connection with the claims
construction hearing has besubmitted and is now closed.

Between August 15 and 27, 2014, LG filed six petitions for inter partes review
(“IPR”)—one petition for each of the spatents asserted in this lawstiThree of the IPR
petitions challenge the validity of the asseft&sB patents (U.S. PateNos. 6,012,103,
6,249,825 and 6,493,778hd three of the IPR petitioshallenge the validity of the

asserted Touch Sensor pagefid.S. Patent Nos. 8,004,4%7519,973 and 8,059,015). The

~ 1The Court vacated the claims constructiearing pending resolution of the instar
motion.

2 Effective September 16, 2011, the Lg&mith America Invents Act revised the
inter partes reexaminationqmeeding, renaming it “inter gas review” and updating the
corresponding procedures. SedB5.C. §§ 311-319, Pub. No. 112-29, § 6(c), 125 Stat
304-05 (Sept. 16, 2011). If thRErO grants a petition for IPfe Patent Trial and Appeal
Board (“PTAB”) must complete the inter parreview within one year. 35 U.S.C. 88 6(a
(c), 316(a)(11).
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petitions encompass all of the patent claims asga@ntthis lawsuit. Jones Decl. Exs. A-K,
Dkt. 92. On October 29, 2014 filed the instant motion toay pending IPR. Dkt. 91.
The motion is fully briefed and ripe for adjudication.

Il. LEGAL STANDARD

A district court has the discretion to sfaglicial proceedingpending reexamination
of a patent._Amado v. Microsoft Corpl1B5F.3d 1353, 1358 &d. Cir. 2008). In

determining whether to grant a stay pendegxamination, courts consider: (1) whether
discovery is complete and whet a trial date has been 42 whether a stay will simplify
the issues in question and trial of the caset (3) whether a stay would unduly prejudice
or present a clear tactical disadvantage totremoving party. Spectros Corp. v. Therm
Fisher Scientific, Inc., NaC 09-1996 SBA, 2010 WL 3883, *2 (N.D. Cal. 2010).

II. DISCUSSION

A. STAGE OF THE LITIGATION
There is a liberal policy in favor of gnting motions to stay proceedings pending
reexamination by the PT@specially in cases that are stlithe early stages of litigation.

Yodlee, Inc. v. Ablaise Ltd., No. C 06-7222 S§B009 WL 112857, at *2 (N.D. Cal. Jan.

16, 2009). Among other thingscaurt may take into account whether: (1) the parties h
engaged in costly expertstiovery and dispositive motiongatice; (2) the claims have
been construed by the Court; and (3) a trial Hatebeen set. PersonalWeb Techs., LLG

Apple Inc., -- F. Supp. 3d --, 2014 WI747816, *2 (N.D. Cal., Sept. 24, 2014).

Here, the action was filed approximatelyrtdeen months agon August 29, 2013.
There has been no dispositive motion practice cthims have not been construed, and n
deadlines for completing discovery, motion preetr trial have been set. Despite this,
Plaintiff argues that this factor weighsaagst a stay on the grounds that significant
discovery has taken place and that the clzmstruction briefing has been completed.
Dkt. 98 at 8-9. Such progress, however, dosvarrant denial of a request for stay. Se¢

Intellectual Property | v. Tivo, Inc., 774 Bupp. 2d 1049, 1052 (N. Cal. 2011) (finding

that although claims construction briefs heen filed, a stay was warranted where no
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expert reports had been exchangeddispositive motions haleen filed, and no

depositions had been taken); accord Peisieb Techs., 2014 WL 4757816, *2 (granting

motion to stay pending reexamtion where discovery was not complete and no trial dat
had been set).

Equally unpersuasive is Plaiffiis contention that the IPk in its early stages, and
therefore, it is likely thathe trial in this action woulgrecede the conclusion of those
proceedings. Dkt. 98 at 7-8In this Court’s view, howevel is the stage of the instant
action, not the reexamination, that is germ@nehether a stay is appropriate.” Pragmatu
Telecom, LLC v. NETGEAR, la., No. C 12-6198 S8, 2013 WL 2051636* 2 (N.D. Cal.
May 14, 2013) (citing cases). The Court thods that the fact #it the stay is being

sought early in the litigation militates in favor of a stay.

B. SMPLIFICATION OF THE | SSUES ANDTRIAL

The second factor examines whether a st#lysimplify the issues in question and
trial of the case. As explained by the Fetl&iecuit: “One purpose of the reexamination

procedure is to eliminate triaf [an] issue (when [a] clains canceled) or to facilitate

trial. . . . by providing the district court withe expert view of the .. . PTO ... when a
claim survives the reexanation proceeding.” _Gould, 705 F.2d at 1342;ldeeKeung Tse

v. Apple Inc., No. C 06-6573 SBA, 20QVL 2904279, *3 (N.D. Cal. Oct. 4, 2007)
(“Waiting for the outcome of the reexaminatioould eliminate theeed for trial if the
claims are cancelled or, if theaghs survive, facilitate the trial by providing the Court wit
the opinion of the PTO and clarifying the scaf¢he claims.”). Here, the record shows
that LG filed six petitions for IPR, one for eaghthe six patents-in-#u In the event that
the PTAB grants relief on some or all oétpetitions, the scope of this litigation may be
narrowed, particularly sinceelpetitions involve all of the pent claims alleged in this
action. _SedT & T Intellectual Propl v. Tivo, Inc., 774 FSupp. 2d 1049, 1053 (N.D.
Cal. 2011).

Cypress contends that, based on its revieth@petitions, “[i]t is likely that at least
one of the six patents-in-suiilxnot be subject to IPR andéke is only a very low chance
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that every claim will be invalidated.” Dkt. 98 Hd. It further contends that even if the IPR
petitions are granted on the assdrtlaims, invalidity issuesillvremain for trial. Dkt. 98
at 10. Cypress’ assertion that the IPR mecessarily be resolved in its favor is
unsupported and amounts to littteore than speculation &sthe outcome of the IPR
proceedings. Moreover, even if some of @g¥® claims survive IPR, the Court will still

benefit from the PTAB’s rulings. AT & T Inliectual Prop. |, 774 FSupp. 2d at 1053.

Accordingly, the Court finds that this factor favors a stay.

C. PREJUDICE AND TACTICAL CONCERNS

Cypress contends that L@&duly delayed in pursuing IP& the patents-in-suit and
has engaged in dilatory tactics intended to “dlettae litigation. Dkt. 98 at 7, 13. First,
Cypress complains that LG filed its IPR petitiahsse to the end of the statutory one-year
limitations period. 35 U.S.@& 315(b) (“inter partes reviemay not be instituted if the
petition requesting the proceediisdgiled more than 1 yeafter the date on which the
petitioner . . . is served with complaint alleging infringemenf the patent.”). However,
the fact that it did so close the end of that period doast demonstrate undue delay.

Evolutionary Intelligence LLC v. Yelp IncNo. 13-3587 DMR2013 WL 6672451, *9

(N.D. Cal. Dec. 18, 2013) (“just as Plafhtivas entitled to institutéhis litigation under
federal patent law, Yelp was entitled to ¢ilpinvoke the reexaimation process.”y.
Second, Cypress contends that a stay will result in prejddiedo the loss of
market share. Dkt. 98 at 114. Although tacitlyconceding that LG is not a direct
competitor, Cypress alleges that it sells toachpontrol solutiongo an LG competitor,
Samsung (which uses Cypress’ technologysimobile devices). Cypress claims that

“LG’s continued infringement dectly harms Cypress customers that are LG’s competitors,

3 Cypress notified LG of its alleged infringement of the patent-in-suit in April 2011.
LG could have sought reexamination at tiirae or on or after September 2012, when the
IPR first became available. Dkt. 98 at 14. However, at least October 2012,
the parties were engaged irgogations to resolve Cypressiaims of infringement.
Magee Decl. Ex. 6, Dkt. 98. On Octol® 2012, Cypress emailed LG, denying
infringement and declining its invitation to enteto a licensing agreement._Id. LG did
not take further action until August 12, 20W8)en it filed the istant lawsuit.
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and will cause Cypress to lose ket share to its competitors.” Dkt. 98 at 15. It is not
entirely clear from Cypress’ argument precidady a stay—as opposed to LG’s alleged
infringement—necessarily prejudices Cypress. That aside, Cypress’ contention is facfuall
unsupported and any claim of prejudice is othge undermined by its tacit admission that
Cypress and LG are ndirect competitors._Smartflash LLZ Apple, Inc., No. 6:13-cv-
447, 2014 WL 3366661, *5 (E.Oex. Jul. 8, 2014) (“Since Smartflash is not a direct

competitor, it would not suffer éhsame prejudice from a stay as a party would if it risked
losing market share and goodwi here may be some prejudice from loss of licensing o
collecting new evidence but it could potehyide compensated for through monetary
damages.”).

Finally, Cypress asserts that the loss aflence supports the denial of LG’s request
for stay. Dkt. 98 at 12. More specificallpypress contends that LG has destroyed source
code during the course of thegistion. Id. LG admits th&ome code may have been los;
during the switch to a new source code vendorthmaitthe data is only potentially relevant
to an “isolated” issue, anddhthe loss was inadvertent andl wot recur. Dkt. 99 at 9.
Regardless of whether the alleged spoliatioevidence was intentional, it is unclear how
the loss of source code is germane to whetlséayawill unduly prajidice Cypress. Indeed
based on the record presented, the poteotidbsing data is the same, regardless of
whether or not the Court’s stagee action. The Court finds that the third factor relevant to
the Court’s assessment favors a stay.
IV. CONCLUSION

For the reasons stated above,

IT IS HEREBY ORDERPBD THAT Defendants’ Mtion to Stay Pending
Determination of Petitions for Inter Partesvigsv is GRANTED. The action is STAYED
and ADMINISTRATIVELY CLOSEDpending completion of IPR. Within seven (7) day

UJ

of the PTAB’s issuance of a final decision all of the petitions for IPR challenging the
patents in suit, the parties shall file a jostatus report informopthe Court of such
decisions. The report shalkalinclude a request for the scheduling of a Case Management
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Conference and shall propose a schedule for the remainder of the case. In addition, ¢
90 days, the parties shall file a joint statysoré advising then Court of the status of the
IPR proceedings.

IT IS SO ORDERED.
Dated: 10/28/14 \;éaadu. /6 an

SAUNDRA BROWN ARMSTRGKG
United States District Judge

pver,




