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as, LLC v. Samsung Electronics Co., Ltd et al Doc

UNITED STATESDISTRICT COURT

NORTHERN DISTRICT OF CALIFORNIA

AFFINITY LABSOF TEXASLLC, CaseNo.: 14-CV-2717 YGR
Plaintiff, ORDER GRANTING MOTION TO STAY CASE
V.
SAMSUNG ELECTRONICSCO.,LTD., et al.,

Defendants.

ThisOrder Relates To:
14-CV-2966 YGR

As set forth herein, the CoUBRANTS the pending motion to stay Case No. 14-cv-2966
YGR pendingnter partesreview,inter partesreexamination, andx partereexamination
proceedings currently underway before the BP&ent and Trademark Office. (Dkt. No. $4The
motion being decided, the hearing set for August 5, 20¥A@aTED. Civ. L.R. 7-1(b). The Case
Management Conference schedui@dAugust 5, 2014 remains on calendar.
l. BACKGROUND

The instant dispute encompasses three patiimgament suits originally filed by Affinity
Labs of Texas, LLC ("Affinity") in the federal courtd Texas and later traresfed to this District.
This Court's Order of July 8, 2014 rehearses the whiaieconvoluted history of the cases' transfe
and relation before the undersignkdige. (Dkt. No. 56.) Affinity ishe sole plaintiff in all three
cases. Named as defendants in the three acrerthree different cogpate groups: (1) Samsung

Electronics Co., Ltd.; Samsungdetronics America, Inc.; and Samsung Telecommunications

! Docket citations herein refer to Case.N4-cv-2717 YGR, designated the lead case for|
filing.
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America, LLC (collectively, "Samsung"); (2) Highech Computer, Corp. and HTC America, Inc.
(collectively, "HTC"); and (3) BlackBerry Liited and BlackBerry Corporation (collectively,
"BlackBerry"). As set forth in the et below, in Case No. 14-cv-2966 YGRS@msung"),

Affinity asserts five patets against Samsung and HTCS. Patent Nos. 7,187,947; 7,324,833;
7,634,228; 7,953,390; and 8,359,007. In Case No. 14-cv-3030 Y&aRéung 1Y), Affinity

asserts a single patent against Samsung dlb&ePatent No. 8,532,641. In Case No. 14-cv-303
YGR ("BlackBerry), Affinity asserts the '641 pateagainst BlackBerry and Samsung.

Now before the Court are two maitis to stay litigation pendingter partesreview and
other proceedings before the U.S. PatentTaademark Office. The first motion relates to
Samsung and is set for hearing on August 5, 20{Bkt. No. 54 ("August 5 Motion").) The
August 5 Motion is fully briefed and a StatemenRafcent Decision has been filed. (Dkt. Nos. 5
("Opp'n"), 61 ("Reply™), 62 ("Statem&.) The secondnotion relates t&amsung Il (Dkt. No. 65
("September 2 Motion™).) Pursuant to Civil Logllle 7-3, Affinity's response to the September
Motion is not due until August 12, 2014, and no respdras been filed. The Court, accordingly,

does not address the September 2 Motion at this time.

SAMSUNG | SAMSUNG | | BLACKBERRY
(14-2966) (14-3030) (14-3031)
Defendants Samsung Samsung BlackBerry
HTC? Samsug®
Patents Asserted 7,187947 8,532641 8,532641
(6in total) 7,324833 ?construedg (same asSamsung )
7,634228 (construed
7,953390
8,359007
Counter-claims Samsung, Dkt. Nos. 41 No. BlackBerry, Dkt. No. 79
Asserted? (Samsung counterclaims for (Samsung counterclaims
invalidity and non- for invalidity and non-
infringement of '947, '833, infringement of the '641
'228, '390, and '007 patents), patent); 80 (same for
45 (same for HTQ BlackBerr)
Motion for Stay? | Aug. 5 Motion. Set. 2 Motion No.

2 Members of the LG Chem corporatenisy originally were defendants Bamsung but
since have been dismissed following settlement. (Dkt. No. 44.)

¥ samsung is a "consolidated defendant" inBleekBerryaction. The Western District of
Texas consolidated nine difent patent actions on April 4, 2014, two of them b&agisung I
andBlackBerry
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. DiscussiON

Courts in this District examine three factavhen determining whether to stay a patent
infringement case pending review or reexaminatibthe patents: "(1) whether discovery is
complete and whether a trial date has beer(2etyhether a stay will simplify the issues in
guestion and trial of the case; and (3) whethstay would unduly prejudice or present a clear
tactical disadvantage tbhe nonmoving party.Telemac Corp. v. Teledigital, In@50 F. Supp. 2d
1107, 1111 (N.D. Cal. 2006) (citing re Cygnus Telecomms. Tech., LLC, Patent L.i885 F.
Supp. 2d 1022, 1023 (N.D. Cal. 2005)). Moreover, theserfmmust be reviewed the context of
Freseniuswhich held that "when a claim is cancelldt patentee loses any cause of action bas
on that claim, and any pending litigation in whihe claims are asserted becomes moot."
Fresenius USA, Inc. v. Baxter Int'l, In¢21 F.3d 1330, 1340 (Fed. Cir. 20t8)t. denied134 S.
Ct. 2295 (U.S. 2014). Here,piaularly in light of Freseniusall three factors weigh in favor of
granting the August 5 Motion.

A. Factor 1: Stage of the Litigation

Frequently, motions to stay pendiinter partes review are ftlevery close to the inception
of formal litigation. Samsung,lhowever, is an unusual case.eTgarties have already undertaker
significant work on the case. Fact discovery has progressed to a not insubstantial degree. |
interrogatories and responses have beehanged, document production has begun, and email
discovery has been completed. A third-party démm has been taken. Thousands of pages of
invalidity and infringement coantions have been served. T@nsung tefendants have
supplied source code to Affinity for analysisd Affinity has supplied some supplemental
infringement contentions pertang to source code. Finally, inldition to work undertaken by the
parties, the judicial system, tdwas expended significant resouroesthe case, in that the Eastern
District of Texas has overseen the proceedings tmanthconstrued two of thive patents in suit.

Yet, while much has been done, much re®#o do. Fact discovery, though it has begun

remains far from complete. No depositions of pad withesses or inventors have occurred. The

parties have yet to submit expert reports. nNaions for summary judgment have been filed.

Three of the five patents hayet to be construed. Ndal date has been set.
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Ultimately, while the activities etady undertaken in Texas offset somewhat the signific
activities yet to be undertakentims case, they ultimaly do not tilt the balance against entering
stay. In so ruling, the Court edgnizant that a stay issuedamprocedurally similar case,
PersonalWeb Technologies, LLC v. Facebook, B1¢.3-CV-01356-EJD, 2014 WL 116340 (N.D.
Cal. Jan. 13, 2014). In that case, "three of a sfiit@elve patent infrigement lawsuits against
twenty-one separate defendants” weamsferred to this Districtdm the Eastern District of Texas
following the Texas court's entry of a claim construction orttrat *1. During the Texas
proceedingsinter partesreview of the asserted patents was institutdd. The defendants moved
to stay the litigation only after the cases weamsferred from Texas to this Court, where they
came before Judge Davilédd. Judge Davila noted that "[t]iparties and courts have already
invested significant time and effort” in the case. at *3. "[A] claim congruction order has been
issued and the close of fact discovery is fapt@gching. However, a substantial portion of the
work—expert discovery, summanydgment, pre-trial preparatiomatrial itself—lies ahead.1d.
Judge Davila found that, because the parties haddyigage in the signdant and costly work of
conducting expert discovery and preparing summatgment motions" and because a trial date
would not be set for six more months, the case mat so far advanced that a stay would be
improper.” Id. at *4. In light of the cases' "particulamgedural complexities,” Judge Davila four
that the stage of litigation weighed "slightly in favor of a stag.”

The Court concurs with the perspective set fortRensonalWeb Technologiet this
case, too, significant work has beemdertaken already in a differtgurisdiction, but significant
work remains, fact discovery is not yet closed] aa trial date has been set. Consistent with
PersonalWeb Technologigke Court finds that the factor oftistage of litigatin weighs slightly
in favor of a stay.

B. Factor 2: Simplification of |ssues

The uncontroverted record before the Court reflects that each asserted claim in the p3
asserted isamsung is currently undeinter partesreview or some other proceeding, and that
many of the asserted claims are currently undectien as a result of those proceedings. (Dkt.

No. 54-1, Exs. B-D, L-M; Statement, Exs. Z-AAThese facts lean heavily in favor of imposing &
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stay. See Universal Elecs., Inc. v. Universal Remote Control, %d& F. Supp. 2d 1028, 1032
(C.D. Cal. 2013) (merelsequesting'PTO review of each of the patents-in-suit" weighs strongly
favor of staying litigation based on those patersisg alsd-resenius 721 F.3d at 1340 (rejection
of patent claims mootsdal claims based thereon).

Courts frequently find thahe filing of a petition fointer partesreview of claims favors
staying litigation based on those claims becadigedicial economy, the risk of inconsistent
results, and the opportunity for the district cdargain guidance from the PTO in the event that

review proceedings do not rdisin cancellation or amendmeaof the subject claimsE.g.,

Evolutionary Intelligence, LLC v. Apple, In€ 13-04201 WHA, 2014 WL 93954, at *2 (N.D. Cal.

Jan. 9, 2014)PersonalWeb Tech2014 WL 116340, at *2. "Indeetl s not uncommon for this
court to grant stays pending reexaminapoior to the PTO deciding to reexamine the patent.”
Pragmatus AV, LLC v. Facebook, Int1-CV-02168-EJD, 2011 WL 4802958, at *3 (N.D. Cal.
Oct. 11, 2011) (emphasis supplied) (collecting preseniuscases)see alspe.g., Advanced
Connection Tech., Inc. v. Toshiba Am. Info. Sys., ¢2-6489 PJH, 2013 WL 6335882 (N.D.
Cal. Nov. 27, 2013)Evolutionary Intelligence, LLC v. Facebook, In€ 13-4202 SI, 2014 WL

261837, at *2 (N.D. Cal. Jan. 23, 2014). While "[t]hisrao per se rule thaiatent cases should be

stayed pending reexaminations, because such a rule 'would invite parties to unilaterally dera
litigation," ESCO Corp. v. Berkeley Forge & Tool, In€.09-1635 SBA, 2009 WL 3078463, at *2
(N.D. Cal. Sept. 28, 2009) (quotigpverain Software LLC v. Amazon.Com,,|866 F. Supp. 2d
660, 662 (E.D. Tex. 2005)), the factors considergéehoivill result in a stay when review
proceedings have been instituted, given thaerevs granted only upon a showing of "reasonabl
likelihood" that the party seekimgview will prevail. 35 U.S.C§ 314(a). Here, where all the
asserted patents are under review and a substantial portion of thedasisems are under
rejection, this factor weighs omghelmingly in favor of a stay.

C. Factor 3: Prgudice

Affinity makes four argumentas to this factor: (1) thBamsung tlefendants forum-
shopped the August 5 Motion; (2ettiming of their petitions fointer partesreview reveals

gamesmanship; (3) the review and reexaminationgadings instituted against Affinity are years

in
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from completion; and (4) a stay will prejudice Aftyis licensing efforts. None of these argumer
warrant denial of the August 5 Motion.

As to the first issue, the Court is not persuaded thedanesung tdefendants forum-
shopped their motion. Though it is true, as Affirpoints out, that the defendants could have
sought a stay in the Eastern District of TeXasy such motion in these particular cases may
reasonably have been considered inappropgaten the pending conditional transfer to this
district." PersonalWeb Tech2014 WL 116340, at *3. "In other wds, these cases were in a
unique posture that required the litigation to pregreefore a motion to stay could be considereq
Id. Given that the power to enter a stay flows fraahistrict judge's inheng¢ power to control his
or her own dockegthicon, Inc. v. Quiggd49 F.2d 1422, 1426-27 (Fed. Cir. 1988), and in light
the concomitantly broad discretion afforded dettpudges in deciding wdther to enter—or to

lift—a stay, a decision to refmaifrom moving for a stay whilkitigating in the shadow of

conditional transfer is just asmsistent with judicial economy as with gamesmanship. Given the

unusual procedural history of this case, $ia@nsung tlefendants' decision to move for a stay onl
after transfer does not weigh against entry of a stay.

The second issue raised by Affinity, the timing of 8snsung defendants' filing of their
petitions forinter partesreview, is significantly mee probative of gamesmanship. It is undisputg
that, for each petition theéamsung tlefendants filed, they waited urtie last day of the statutory
filing period. Extreme delay of thatgaveighs unequivocallpgainst a stayEvolutionary
Intelligence 2014 WL 93954, at *4 (waiting until$aday of filing period "reeks of
gamesmanship"accord Evolutionary Intelligenc®014 WL 261837, at *4. Nevertheless, this i
but one circumstance among mamyl aon balance, it does not ouigle the substaial likelihood
that many of the claims asseriadhis litigation will be mooted.

Affinity's third argument, based on the lengtltloé review processes to which it is now
subject, merits only a brief response. Cotgfseatedly have held found no undue prejudice unlg
the patentee makes a specific showing of prejudgey®nd the delay necessarily inherent in any
stay. E.g, Pragmatus AY2011 WL 4802958, at *£i-Net Int'l, Inc. v. Focus Bus. Bank-12-
4958-PSG, 2013 WL 4475940, at *4 (N.D. Cal. Aug. 16, 20é8)nsidered in part on other

"
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grounds C-12-4958 PSG, 2013 WL 5513333 (N.D. Cal. G¢2013). Here, the Court perceives
no prejudice flowing from the length of a revig@nocess which, while incomplete, has already
raised serious questions abthe validity of the patentssaerted in thiditigation.

As to Affinity's fourth argument, that entof a stay will harm its efforts to license the
patents in suit, speculative hatalicensing efforts does nagply a reason to stay a case.
"Should one or more of the asserted claims natigel inter partes reviewplaintiff] should not be
entitled to exclude others from practicing invalid claimBvolutionary Intelligence2014 WL
93954, at *3. "Furthermore, courts have consistently found that iat fiae;sor cannot be
prejudiced by a stay because monetary damagesde adequate redress for infringement.”
Pragmatus AY2011 WL 4802958, at *4 (internal quotatimarks and brackets omitted).

On balance, the third factor, risk undue prejudice, weighs favor of a stay. In so ruling,
the Court is conscious of the absence of diegation that the parties here compete in the
marketplace. "Unlike patent imfigement actions involving non-practicing entitiegfingement
among competitors can cause harm in the marketgatés not compensabby readily calculable
money damages.Avago Technologies Fiber IP (SingappPte. Ltd. v. IPtronics Inc10-CV-
02863-EJD, 2011 WL 3267768, at *11 (N.Oal. July 28, 2011) (citingcumed LLC v. Stryker
Corp., 551 F.3d 1323, 1327-28 (Fed. Cir. 2008)). ¥Btg a case while such harm is ongoing
usually prejudices the patentee that seekdyism@orcement of its right to excludeld. (citing
Tesco Corp. v. Weatherford Int'l, In&99 F. Supp. 2d 848, 851 (S.D. Tex. 2009)). Here, the
absence of market compatiti between Affinity and th8amsung tlefendants further supports the
impression that Affinity will suffer no undue prejedi from staying thistigation while the PTO
reviews and reexamines the validityAffinity's asserted patents.

* * *

The first and third of the three factors comse&tl weigh in favor o stay, and the second
factor—the possibility of streamlining the litigati in light of all the asserted claims currently
being under review or reexamination, awmne already being under rejection—weighs
overwhelmingly in favor of a stayA stay therefore shall issue $amsung.|
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1. CONCLUSION

For the reasons set forth above, the CE&wANTS the August 5 Motion. Case No. 14-cv-
2966 YGR is hereb$rAaYED pending final exhaustion of theter partesreview,inter partes
reexamination, andx partereview proceedings to whidJ.S. Patent Nos. 7,187,947; 7,324,833,
7,634,228; 7,953,390; and 8,359,007 are now subject. THex @oes not preclude any party from
moving to reopen this action.

The parties t&amsung shall submit goint status report every six months, notifying the
Court of the progress of the reviemd reexamination proceedings. The first such report shall he
filed no later than the first business day of fealoy 2015, with subsequent filings due every six
months thereafter, on the fifsusiness day of the month.

The Court hereby sets a compliam&aring on its 9:01 a.m. Calendarfemday, February
13, 2015, in Courtroom 1 of the United States Ctydse located at 1301 Cl&reet in Oakland,
California. At least five busirss days prior to the date of tbempliance hearindghe parties shall
file either: (a) their joint status report; or (bdre-page joint statementseg forth an explanation
for their failure to comply. If compliance @®mplete, the parties need not appear and the
compliance hearing will be taken off calendaelephonic appearances will be allowed if the
parties have submitted a joint statement in @tynfashion. Failure to do so may result in

sanctions.

In light of the pendency of the September 2tigio and the absence of any motion to stay|in
the BlackBerrycase, the Case Management Confegeset for 2:01 p.m. on Tuesday, August 5,
2014 remains on calendar.

This Order terminates Docket No. &dd stays Civil Case No. 14-cv-2966 YGR.

I T 1SS0 ORDERED.

Date: August 1, 2014 ‘ (2’“‘ ¢ E 7( '>§ 5(

(/ YVONNE GONZALEZ ROGERS
UNITED STATESDISTRICT COURT JUDGE




