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UNITED STATES DISTRICT COURT
NORTHERN DISTRICT OF CALIFORNIA
SAN JOSE DIVISION

Case N0.11-3306PSG
SITE UPDATE SOLUTIONS, LLC
ORDER DENYING DECLARATION
OF EXCEPTIONAL CASE AND
AWARD OF ATTORNEYS' FEES

Plaintiffs,
V.

ACCOR NORTH AMERICA, INC., et al (Re: Docket No. 649)

N N N N N e e e

Defendang.

In this patent infringement case, Defendant Newegg Inc. (“Newegg”’) modeslare this
case exceptional and for an award of attorneys’ fees pursuant to 35 U.S.C. § 285f Hilaintif
Update Solutions, LLC (“*SUS”) opposes. The parties appeared for a hearing. Eerafudly
considered the parties’ papers and oral argumérds,ourtDENIES Newegg’s motion.

l. BACKGROUND
This case originated in the Eastern District of Texas in May 2010 whenilgd Sit

against Newegg and thirty-four other defenddnts.its complaint, SUS alleged that the various

! SeeDocket No. 209. The other named defendants were Accor North America, Inc., Adobe

Systems Incorporated, Amazon.com, Inc., American Broadcasting Compacie€B6

Interactive Inc., CDW, Choice Hotels International, Inc., CNN Interac@iraup, Inc., Deli

Management, Inc., Daily News L.P., ElectronidsAinc., Enterprise Rent-A-Car Company,

Facebook, Inc., Gannett Satellite Information Network, Inc., HSN, Inc., Imait, lLinkedin

Corporation, Monster Worldwide, Inc., Myspace, Inc., MSNBC Interactive NéwZs NBC

Universal, Inc., Nissan North America, Inc., Office Max, Inc., Overstock.tmn,Red Hat, Inc.,
1
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defendants infringed on United States Reissue Patent No. RE40,683 (“RE’'683 PateistSjea re
of United States Patent No. 6,253,198, titled “Process for Maintaining Ongoing Riemistor
Pages on a Given Search Engifie.”

The casarrived in this court on July 6, 2011, following an order on June 8, 20dilthe
Eastern District of Texas granting a request to change Vefine. defendantdirst requested the
transferon November 3, 2@, noting in particular that several search engine companies with
evidence relevant to the case feithin the jurisdiction of the Northern District of Califormialn
its two-page oppositionrSUS staddthat it “disagree[d] with the contentions and allegations madj
in the Motion to Transfer” and pointing to the speed with which the Eastern Districkas Teuld
move the case to trial in comparison to this disfri@ut SUS concluded that it was “agreeable to
the transfer if the Court deems that such transfer is in the interests of justicthefparties.”

In the seven months between the request and the district court’s order, the parties mo
forward toward claim construction, which theucthad set for July 13, 20P1The parties jointly
sought extension of the claim construction deadlines on March 7, 2011 and the district court,

granting the request, moved the claim construction hearing back to August 3, 30,

Salesforce.com, Inc., Sears, Roebuck and Co., Staples, Inc., Starwood Hotels & Resort
Worldwide, Inc., Target Corporation, Thomson Reuters Holdings, Inc., Ticketrha€lelime,
Inc., WakMart Stores, Inc., and Wyndham Worldwide, Irfgee id.

2 Seeid.
3 SeeDocket No.

* Enterprise Rerf\-Car Company, CDW LLC, and Wal-Mart Stores, Inc. did not join the motiof
but they did not oppose transfeé8eeDocket No. 503.

> SeeDocket No. 373.

® Docket No. 410.

" Seeid.

8 SeeDocket No. 357 Ex. 1.
¥ SeeDocket Nos. 467, 468.
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however, opposed the defendants’ subsequent request to vacate altogether the claicti@onst
hearinguntil the motion to change venue was resofffe@he district court denied the request to
vacate the dates, finding that the claim construction preparation could foll@agéeo this
district if the motion was granted but that if the hearing was vaeaigdhe transfer request

denied, the case would be unnecessarily deldydtlrsuant to the court’s ordengtparties filed

their claim construction briefsnd a motion for summary judgment before the district court’s order

granting the transfer requést.
Throughout the litigation, SURgularly dsmisseddefendants, beginning with MSNBC
Interactive News LLC in mig@Dctober 20133 From the end of 2010 until July 2012, SUS

dismissed fourteen defendantst least nine of which were subject to settlement agreements

between SUS and the individual defenddntdhe amounts of those settlement agreements ranged

rom I

Once the casmoved to this court, the parties again filed their claim construction briefs &

sought construction of twelve termis.The court held a tutorial on July 13, 264anda claim

19 seeDocket No. 476.
1 SeeDocket No. 480.
'? SeeDocket Nos. 494, 499, 500, 501.
13 SeeDocket No. 3565.

14 SeeDocket Nos. 372 (Salesforce.com on Oct. 29, 2010), 380 (Accor North America, Inc. on
Nov. 11, 2010), 415 (Office Max, Inc. on Dec. 3, 2010), 429 (Wyndham Worldwide Corp. on J
5, 2011), 432 (Thomson Reuters Holdings, Inc. on Jan. 6, 2011), 433 (Nissan North America,
onJan. 7, 2011), 451 (Deli Management, Inc. on Jan. 20, 2011), 489 (Starwood Hotels & Reg
Worldwide, Inc. on May 6, 2011), 490 (Red Hat, Inc. on May 6, 2011), 537 (MySpace, Inc. on
Aug. 22, 2011), 538 (Monster Worldwide, Inc. on Aug. 22, 2011), 572 (Wal-Mart Stores, Inc. ¢
Dec. 6, 2011), 600 (CDW on Apr. 24, 2012), 611 (HSN, Inc. on July 6, 2012).

15 seeDocket No. 649 Exs. B 3-
16 5ee id.
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construction hearing on July 20, 20%2At the hearing, the court issued its constructions from th
bench?® As part of its construction, the court declined to construe four of the terms, citing
concerns that the terms were indefifiteThe court then invited the defendants to move for
summary judgment on indefiniteness grouffds.

Following the claim construction hearing, SUS atdf theremaining defendanexcept
for Neweggstipulated to a dismissal of all claims brought by S&$lewegg refused to dismiss

its declaratory relief counterclaims and indicated that it would file a summaymgrt motion in

line with the court’s suggestidfi. On October 18, 2012, SUS filed a motion to dismiss its claims

with an accompanying covenarttrio sue to end the dispute between the pattidgewegg
opposed SUS’s motion because it believed the covenant not to sue was inadequate to proteg
against future suit by SUS. Following SUS’s amendment of the covenant not to sue, Newegg

SUS agreetb dismiss the claims between thém.

17 SeeDocket Nos. 603, 605, 607.
18 SeeDocket No. 618.
19 SeeDocket No. 6109.

20 seeDocket No. 632 at 153:3-10. The court assured the parties that an order with its geasor|
would precede any entry of judgmei@ee id.

?l See idat 157:5-15.
22 See idat 157:16-19.

23 seeDocket No. 624 (Amazon.com Inc., American Broadcasting Companies, Inc., CBS
Interactive Inc., Choice Hotels International, Inc., CNN Interactive Grimgp, Daily News L.P.,
Electronic Arts, Inc., Enterprise Rent-A-Car Company, Facebook, Inc., G&ateliite
Information Network, Inc., Home Box Office, Inc., littinc., Linkedin Corporation, NBC
Universal, Inc., Newegg, Inc., Overstock.com, Sears, Roebuck and Co., Staples, ¢at., Tar
Corporation, Ticketmaster L.L.C., and Time Inc. on Aug. 13, 2012).

24 SeeDocket No. 623.
25 seeDocket No. 642.
26 SeeDocket No 645.
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Newegg then filed this motion requesting the court to determine this casei@xalegnd to

award Newegg its attorneys’ fees.
. LEGAL STANDARDS

Although under the traditional “American rule” partieditigation are responsible for their
own legal costs and feé$Congress determined that in certain “exceptional cases” the court m
award to the prevailing party “reasonable attorney féeshe statute does not define what an
“exceptional case” is, bulhe Federal Circuit has established two instances in which a party's
behavior may transform an ordinary case into an “exceptional’speeifically whera partyeither
engagesri litigation misconduct opursues a “frivolous claim If the court detenines that the
case is “exceptional” under one of the two criteria, it must then ascertain “whetisashof
attorneys’ fees is appropriate and, if so, the amount of the aWat@Hie amount of the attorney
fees awarded depends on the extent to wiieltase is exceptional® “To receive attorney fees
under 8§ 285, a prevailing party must establish by clear and convincing evidence tasetise
exceptional

. DISCUSSION

Neweggprimarily accuses SUS of pursuing frivolous claithat were both objectively

baseless and brought in bad faith. Newegg also points to other behavior by SUS during the

*" SeeDocket No. 646.

8 See Checkpoint Sys., Inc. v. All-Tag Sec, 314 F.3d 1341, 1345 (Fed. Cir. 2013).

% See35 U.S.C. § 285.

30 See Highmark, Inc. v. Allcare Health Mgmt. Sys.,, 1687 F.3d 1300, 1308 (Fed. Cir. 2012).
*d.

*1d.

33 Checkpoint Sys., Inc. v. All-Tag Sec. S?Alg.Sd 1341, 1346 (Fed. Cir. 2013).
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litigation in what appears to be an argument that SUS engadjggation misconduct® The
court thus considemshether the case is exceptional undahlprongs.
A. Frivolous Claims

To be “frivolous,”aclaim must meet two criteria: (if)must be“brought in subjective bad
faith” and (2)it must be“objectively baseless® “To be objectively baseless, the infringement
allegations must be such that no reasonable litigant could reasonably expesgt sndbe
merits.”®® To satisfy the subjective prong, the prevailing party must show “that [the] lack of
objective foundation for the claim was either known or so obvious that it should have been kn
by the party asserting the claiff.”“[T]here is a presumption that an assertion of infringement o
duly granted patent is made in good faith” and so the subjective prong “must beslesthbiith
clear and convincing evidencé&®”

Newegg asserts that SUS’s infringement claims were objectively baselessdbeegu
ignored “wellestablished” meanslus-function law in arguing for its constructions. For the
subjective prong, Neweggpoints to the settlements and dismissals with other defendants earlie
the case to argue that SUS sought “nuisance, shake-down” settlements, whichpgd¢oordi
Newegg,evince its bad faith in bringing the claims. SUS unsurprisingly disputes bittbseaf
arguments, asserting that its positions during claim construction wera@abbsgiven the
complicated issuesvolved in the construction and that the settlements reflect only its right to

pursue royalties from infringers.

34 Newegg offers these other actions as evidence of subjective bad faith, but the doadumt
fall within the framework that the Federal Circuit has established fdfrttielous claim” basis for
an exceptional case findingee Checkpoint Sys., In¢11 F.3d at 1346. The court therefore
considers the conduct under the litigation misconduct prong.

*1d.

4.

37|d. (internal quotations and citations omitted).

% 1d. at 1309.
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The court begins with an evaluation of SUS’s positions during claim construction and in
alleging infringement. The merits of SUS’s arguments and clagmsssarily color the settlements
it reached with other defendants amidether bad faith may be inferred from those agreements.

1. Claim Construction

To ascertain the legitimacy of SUS’s position, the court must engage in & typeta
claim construction® Because the coudid not have the opportunity to issue a complete claim
construction opinion before all claims werendissed it mustexplainherewhy it construed the
terms in the manner in which it did before it can explain the merit, or lack ther&ii 33§
arguments. Rather than present an entire claim construction analysist adech it also has to
determinelie validity of SUS’saarguments, the court limits itself to explaining its construction of
the terms for which Newegg challenges SUS’s positions. But first, the courdesdiie
background of the claim construction and the claim at issue.

SUS pursued amfringement claim gainst the defendants for only Claim 8 of the RE'683
Patent’® The parties agreed that Claim 8 was a mgdms-function claim under 35 U.S.C. §
112(6)** Claim 8 describes:

An apparatus for updating an internet search engine database with currentfooment
web site, comprising:

a means for creating and modifying a database of a web site wherein said websgite
database contains content capable of being indexed by an internet search engine;

a means for identifying, using said web site database, new, deleted, [uenijaafifi
modified content;

39 See EorNetLP v. Flagstar Bancorps53 F.3d 1314, 1319 (Fed. Cir. 2011)(notingt without
an explanation of the claim construction determinations, an exceptional case findnogiiots
that positions during claim construction were baseless is not suppsgediso EoNet LP v.
Flagstar Bancorp249 Fed. Appx. 189, 198 (Fed. Cir. 2007) (remanding to district court for “full
claim construction analysis” to determine whether position was baseless)

40 seeDocket Nos. 605, 607.
41 seeDocket Nos. 605, 607.
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a means for transmitting to said internet search engine a set of indicesinveag
set of indices comprises said new, deleted, unmodified or modified database

content;

a means for opening, by a user, a form on a computer to enable or disable inter|

search engines to be updated with information;

a means for enabling or disabling, by said user, the appropriate internét searc

engines

on said form;

a means for submittindpy said user, said information to a script;

a means for parsing, through the user of said script, said information from sajd for

and

a means for updating, through the use of said script, said database of search

engine??

The parties sought consttian of twelve terms from the claimAt issue in this motion,

however, are only seven terms for which Newegg asserts SUS’s positior'®ljeotively

ces

baseless”

Term SUS Proposed Construction | Defendants’ Proposed Construction

“information” Plain meaning Indefinite because it is used in the
claim in a contradictory and
irreconcilable way

“website Record of resources on the | Structure of fields or records built by

database” website software that catalogues the resour
of a website, other than the resas¢
themselves

“a means for Function: creating and Function: creating and modifying a

creating and modifying a database of a wepdatabase of a web site wherein sai

modifying a site wherein said website website database contains content

database of a
website where in
said website
database
contains content
capable of being
indexed by an
internet search
engine”

database contains content
capable of being indexed by ¢
internet search engine

Structure: The combination of
a web server, Common
Gateway Interface script,
website database and form ai
equivalents

capable of being indexed by an
\nnternet search engine

Structure:
(i) a website server or surrogate

which is a field in the Table of Sear
néEngines (as destred at 6:51-7:18;
7-29-50); and (iii) the disclosed
server algorithm, which: (1) builds
the Table of Files list containing

website server; (ii) the Table of Files

P

ch

42 seeDocket No. 605

Ex. A.
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records that store URLSs that are
obtained from either (a) a manually
entered list; (b) a specified map pag
or (c) a spider crawlinffom

specified entry points of the web site;

and (2) modifies records in the Tab
of Files list when content is added,

altered, or removed (all as describe
at 7:55-8:13 and Fig. 1a, boxes 203
c, 204a-c, and 206b).

je;

D

=y

a-

“a means for
identifying,
using said web
site database,
new, deleted, or

Function: identifying, using
said web site database, new
deleted or modified content

Structure: the combination of

Function: identifying, using said we
site database, new deleted or
modified content

aStructure: (i) a website server or

the specification implies that the

modified web server, Common Gatewaysurrogate website server; and (ii) the
content” Interface (CGI) program, server algorithm that automatically
website database, form and | checks a database
equivalents representing a historical version of a

website against the current version |of
the website to detect changes, and;
(1) marks a resource as new if it is
present on a website server but not
yet in the website database; (2) marks
a resource as deletddt is listed in
the web site database but cannot be
retrieved; (3) marks a resource as
modified if the date and time of last
modification in the web site database
for the resource is earlier than the
date and time of last modification
provided by a wekerver for the
resource; and (4) does not mark any
unmodified resources (all as
described at 4:56-67 and 9:30-10:2

“a means for Function: transmitting to said | Function: transmitting to said intern

transmitting to | internet search engine a set gfsearch engine a set of indices,

said internet indices, wherein said set of | wherein said set of indices comprises

search engine a | indices comprises new, deletechew, deleted or modified database

set of indices, or modified database content| content

wherein said set

of indices Structure: the combination of | Indefinite: The patent discloses no

comprises said | web server and Common structure for “transmitting to said

new, deleted or | Gateway Interface (CGHcript | internet search engine a set of

modified and equivalents indices, wherein said set of indices

database comprises said new, deleted, or

content” modified database content.” Although
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website server or surgate transmits
information relating to a resource to

search engine, the specification doe

not disclose the function of
transmitting a “set of indices” to a
search engine, and does not disclos
any specific structure that transmits|
anything to a searchngine.

Structure: The structure disclosed i
the specification that comes closest
performing the claimed function is a
most incomplete and does not
perform the complete claimed
function. Specifically, that disclosed
structure is a website server or
surrogate website server, which
implicitly transmits resources (but n
a “set of indices”) to the search
engine index (as described at 10:42
44).

—

“a means for
parsing, through
the use of said
script, said
information
from said form”

Function: parsing information
from a form

Structure: agents (programs
that can travel over the intern
and access remote resources
and their equivalents

Function: parsing, through the user
said script, said information from sa
form.

etndefinite: The patent discloses no

)structure for performing the claimed
function. Although the specification
states that a “web site server or
surrogate parses CGl script,” the
parsing of CGl script is not the sam
as the parsing of “said information
from said form,”and the specificatio
fails to identify an algorithm for
performing parsing.

Structure: The structure disclosed i
the specification that comes closest
performing the claimed function is a
most incomplete and does not
perform the complete claimed
function. Specifically, that disclosed
structure is: (i) a website server or
surrogate website server, which
parses CGI script (as shown by Fig
1b, box 103).

id

-

—

“a means for
updating,

Function: (agreed to by ALL
parties) updating, through the|

Function: (agreed to by ALL parties
updating, through the use of said
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through the use
of said script,
said database of
search engine”

use of said script, said databe
of search engine.

Structure: Common Gateway
Interface (CGI) program of
search engines and equivaler

script, said database of search engi

Indefinite: The patent discloses no
structure for “updating, though the
use of said script, said database of
itsearch engine.” Although the
specification does disclose that a
search engine executes atpgalar

script to update its database (10:44+

11:44; 12:18-13:44; Figs. 3a and 31
that script is executed by the searck
engine, and must be different from
the script that parses said informati
from said form, which executes on
the website server or surrogate. The
specification discloses no script tha
performs both functions, and thus
cannot disclose any structure for
executing such a script.

Structure: The structure disclosed i
the specification that comes closest
performing the claimed functias at
most incomplete and does not
perform the complete claimed
function. Specifically, that disclosed
structure is: (i) a search engine; anc
(ii) the “register file” CGI script
executed by the search engine (as
described at 10:39-41 and 10:43-44
that () removes entries from the
search engine database for files thg
no longer exist; (2) adds entries to {
search engine database for newly
registered files; and (3) updates
entries in the search engine databa
for files that have changed (all as
describecht 10:46-11:44; at 12:18-
13:44; and in Figs. 3a and 3b).

N

DN

11

to

s

N

18
he

The court construed theserms as follow:

Term

Court’s Constructions

“information”

Not construed because of concerns regarding indefiniteness

“website database”

Record of resources on the website, other than the resources

43 SeeDocket No. 632 at 153:17 — 157:15.
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website themselves

“a means for creating and
modifying a database of a
website where in said websit
database contains content
capable of being indexed by
an internet search engine”

Functon: Creating and modifying a database of a website whe

said website database contains content capable of being index

eby an internet search engine

Structure: A website server or surrogate website server; the table

of files which is a field in the tde of search engines; and the
disclosed server algorithm which builds the table of files list
containing records that store URL'’s that are obtained from eit
manually entered list, a specified map page, or a spider crawl
from specified entry pointsf the website and modifies recsrih

the table of files list when content is added, altered, or removed

In

“a means for identifying,
using said web site database
new, deleted, or modified
content”

Function: Identifying, using said website database, new, delet
,or modified content

Structure: A website server or surrogate website server and thg

server algorithm that automatically checks the database
representing a historical version of a website against a curren

version of a website to detect changes, and marks a resource as
new if it is present on a website server but not yet in the websgit
database; marks a resource as deleted if it is listed in the wehbs

it

ner a

9

database, but cannot be retrieved; marks a resource as modifigd if

the date and timefdast modification in the website database fo
the resource is earlier than the date and time of last modificat
provided by a web server for the resource, and does not mark
modified, unmodified, resources

“a means for transmitting to
said internesearch engine a
set of indices, wherein said s
of indices comprises said ne
deleted or modified database
content”

Not construed because of concerns regarding indefiniteness

et
W,

“a means for parsing, throug
the use of said script, said
information

from said form”

Not construed because of concerns regarding indefiniteness

“a means for updating,
through the use of said script
said database of

Not construed because of concerns regarding indefiniteness

search engine”

Newegg asserts that SUS’s pasitregarding “website database” ignored the

specifications, that SUS’s positions regarding “means for creating” aedri$rfor identifying”

ignored means-plus-function case law, and that SUS should have known that severaho its te

Case N0.11-3306PSG
ORDER

12

ANy




United States District Court
For the Northern District of California

© 00 N o o b~ w N Pk

N N N N N DN DN NN R R R R R R R R R R
0o N o 0N WN P O ©OW 0o N O o hN WwWN B O

were indefinite.Newegg also suggests that SUS’s claim construction positions before the Eas
District of Texas were so contrary to megohss-function law that theglso were objectively
baseless.

In its discussion of both its constructions and the merit of SUS’s arguments, thkeemst
in mind the Federal Circuit’s guidance regarding claim constructidn.cbnstrue a claim term,
the trial court must determine the meaning of any disputed words from the peespéone of
ordinary skill in the pertinent art at the time of filih§’ This requires a careful review of the
intrinsic record, comprised of the claim terms, written description, and prasebigtory of the
patent*> While claim terms “are generally given their ordipand customary meaning,” the
claims themselveand the context in which the terms appgapVide substantial guidance as to
the meaning of particular claim termdrideed a patent’s specification “is always highly relevant
to the claim construction analysi€”Claims “must be reaih view of the specification, of which
they are part®

Although the patent’s prosecution history “lacks the clarity of the specdicatd thus is
less useful for claim construction purposets;tan often inform the meaning of the claim
language bylemonstrating how the inventor understood the invention and whether the inventg
limited the invention in the course of prosecution, making the claim scope narrowéntioald
otherwise be® The court also has the discretion to consider extrinsic evidence, including

dictionaries, scientific treatises, and testimony from experts and inveStans evidence,

4 Chamberlain Group, Inc. v. Lear Corf16 F.3d 1331, 1335 (Fed. Cir. 2008).

*|d.; Phillips v. AWH Corp415 F.3d 1303, 1312 (Fed. Cir. 20@B)ternal citaions omitted).

“ Phillips, 415 F.3d at 1312-15.

*”Markman v. Westview Instruments, Ir&2,F.3d 967, 979 (Fed. Cir. 1995) (en baaéfjd, 517
U.S. 370 (1996)See also Ultimax Cement Mfg. Corp v. CTS Cement Mfg. G&p.F. 3d 1339,
1347 (Fed. Cir. 2009).

“8 Phillips, 415 F.3d at 1317 (internal quotations omitted).

13
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however s “less significant than the intrinsic record in determining the legally operagamning
of claim language

The court turns now tthe terms at issue and the merit of SUS’s arguments.

a. “Website Database”

SUS argued that the “website database” is “simply [a]rceobresources on the website”
and pointed to the Summary of Invention in the RE'683 Pafeiithe Summary of Inventiostates
that “[u]pon initial execution, the software builds a database of the resourcesvegbgiee” and
that “[t]he resources catalogued can be specified by the user, or autdm#tiough spidering
function of the software™ The summary further provides thét] he database consists of one
record per resource indexed on the sife.”

Newegg® argued that SUS’s construction was “so vague that it would encompass the
website itself” and that Newegg’s construction more properly establisaethéhresources on the
website are distinct from the website itsdifewegg also looked to the Summary of Invention,
highlighting its description of the database as “consist[ing] of one recordgmirce indexed on
the site” and that “[e]ach record contains field5.”

The court construed “website database” as a “record of resources on the wéhsitda
the resources of the website itself.” The court agreed with Newegg's ceticatithe website

database had to be distinguished from the underlying website to fit within the atzintise

9 |d. (internal quotations omitted).
%Y SeeDocket No. 605.

°l RE'683 Patent at 4:35-39.

*21d.

>3 The twentytwo remaining defendants filed a joint claim construction brief opposing SUS's
constructions, but for convenience, the court refers only to Newegg as maintairanguiments.

>4 RE’683 Patent at 4:35-40.
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specifications in the RE’683 PatehitThe language of the claim which “website database”
appears requires that any construction of the term include a distinction beteeesbite and the
resulting database. Tlotaim states “a means for creating and modifying a database of a web s
wherein said website data®g” which, in conjunction with the language of the Summary of
Invention, supports that the “website database” is separate from the umgleglgources on the
website itself® The inventor likewise noted during reexamination that “the process in the . . .
invention checks a database representing a historical version of a web sitetagaingent
version of the Web site to detect chang¥s.”

Although the court added a clause distinguishing the “record of resourcesthizom
“resources on the websitself,” it found less support for Newegg’s position that the term meant
“structure of fields or records built by software that catalogues the resafraevebsité The
Summary of Invention references “fields” in describing the databasthéirtinsic evidence
does not support that a person of ordinary skill in the art would consider a “websiteseatatize
limited to a “structure” built by “software that catalogues the resourcasvebsite.” Newegg in
fact pointed to no other intrinsic evidence to supfieetextra language in itonstructiort®

Having nowexplained theeasoning for its constructiorhd court canot say that SUS's
position was tbjectively baseless.Its proposed construction, although broadly worded, was ng
entirely unsupported by the intrinsic eviden&JSs construction came from langge in the
Summary of Invention and is not so problematic that the court finds it was frivadasuSUS

explaned at the hearing, it was concerned that Newegg’s construction suggestedaie sephr

%> SeeDocket No. 632 at 90:25 — 91:12.
°° RE’683 Patent at 15:28-29.
" SeeDocket No. 607 Ex. 2.
*8 SeeDocket No. 607.
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distinct” databaséhat was noanincludedlimitation in the claim language and that appeared to
preclude the website itsdtbm hosting the databasé.SUS, howeve agreed at the hearing that
the “website database” had to be distinct from just the content of the w&bsite.

The court in fact adopted its descriptiofrecord ofresource®n the website” -andadded
the limiting dause in part because of Newegigbncerns.Newegg argues that because RJS’
proposed construction could be read as including the website itself, SUS's posstionteveable
and baseless. It is true that SUS's proposal could be read to include the wesht8U8 at one
point forwarded as an argumetitand which wouldn fact contradict the intrinsic evidendsut
that interpretation is not the only onEirst, & the hearing, SUS agreed that this interpretation of
“website database” or its construction was not supported by thealdhre specification. Second,
although SUS’s construction could have swept in the website itself, “record ofaesoliikewise
suggests that the record is separate from the welddieconstruction was problematic, but the
court cannot say that it wae clearly unsupported by the patent and the specification as to be
frivolous

The types of claim construction positions the Federal Circuit has held to bedgeo
illustrative. InRaylon LLC v. Comoplus Data Innovations, Infor example, thelaintiff
proposed a construction of a “display being pivotally mounted on said housing” to mean “an
electronic device attached to a housing for the visual presentation of infamthg display

capable of being moved or pivoted relative to the viewssispective.*® Both the figures in the

%9 SeeDocket No. 632 at 88:15-18.

%0 See idat 88:19-24.

%1 SeeDocket No. 608.

%2See iLOR, LLC v. Google, In631 F3d 1372, 1378-89 (Fed. Cir. 2011) (“The question is
whether [the] broader claim construction was so unreasonable that no reasagahbtecthuld
believe it would succeed.”).
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patent and the specification described that the screen itself must pivot reldtigemachine, not
relative to the useé¥’ The Federal Circuit held that the plaintiff's position was not just unsuppor
by the pagnt but actually contradicted by’R.In Eon-NetLP v. Flagstar Bancorpthe Federal
Circuit agreed with the district court that the patentee's position that the thymsfentsand
“files” were not limited to hard copy documentstas contradicted bywe numeras references in
the patent to “hard copy documents” as being the essence of the invention. & Bbigs
proposed construction does not reach those levels of speciousness.

b. “Means for Creating” and “Means for ldentifying”

The partieglisputed only the construction of the structures that performed the furf@tions
means for creating and modifying a database of a website where in saictwlabsitase contains
content capable of being indexed by an internet search erapdeé’a means dr identifying, using
said web site databasewealeleted, or modified contentFor the “means for creating” ter8US
sought a construction of the structure as a “combination of a web server, CommonyGatewa
Interface script, website database and foneh @quivalents.”For the “means for identifying” term,
SUS sought a nearly identical construction with only a substitution of “scaptpfogram” in the

“Common Gateway Interfac€"CGI”) language.SUS supported its constructions with reference

to the specification. For exampli pointed to language stating that “[ijnstallation of the software

tools places a number of CGI scripts, database tables, and HTML forms onvérg sed that
“[t]he user is provided with an HTML form and CGlI script . . . in order to configure the Enable
and Table of Files fields.” Relying on these references, SUS asserted thaidtugesnecessary

to create the database consisted of a web server, a CGIl program, a website aatbddsem.

%3700 F.3d 1361, 1365 (Fed. Cir. 2012).
% See idat 1368-69.
% See idat 1369.
% 653 F.3d at 1326.
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Newegg disagreeadsseting that SUS’s position improperly referenced only a general
purpose computer or general computer functions in violation of the Federal Ciregitisements
under computerelated meanplus-functions claims. Newegg instead asserted that for both
“means for creating” and “means for identifying” the proper structure wasnpt website
server or surrogate website server but also “the Table of Files, whichead anfthe Table of
Search Engines . . . [and] the disclosed server algorithm” that bloddsable of Files and
modifies the table’s records as content is “added, altered, or removed.” Neweagd @uaf only
with the addition of the algorithm that explained how the website server and theoT Bbés
were created and updated could thadtre comply with 35 U.S.C. § 112(6).

The court adopted Newegg'’s construction of the structure for both “means for ideritify
and “means for creating.Although the specification described that the user “is provided with a
HTML form and CGI script, heinafter referred to as a CGI programerder to configure the
Enabled and Table of Files fields,” the court found this instruction insufficienstyide the
requisite structure for means-plus-function claims. Relying in part on d¢gsvexpert, the court
found that the CGI program was a general tool for allowing data to move beawesnclient, a
web server, and different processes on the web server and so it was only d fgepese
computer” requiring an algorithm to meet the Section 112@)irement’

The court then looked to the rest of the specification, wihedtribedoth the “Table of
Files” and the algorithm necessary to crdmth that table and to updatevith changes to the
website. That algorithm explains that the CGI pragr (a combination of the CGI script and the
HTML form) “configure[s]” the “Table of Files” through one of three methdd3}:“[tlhe user may
list all the resources to be registered manually”; (2) “[tlhe user may g@embp page”; or (3)

“[t]he user mayspecify entry points to the web site” at which point “the CGI program will enter

%7 SeeDocket No. 607 Ex. 1 & 16.
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site and spider to all resources referenced on those entry points” and add thenahielod Files.
The court found this description to be the algorithm necessapstwide what steps the CGI
program needed to perform to embody both the “means for creating” and the “means for
identifying” terms.

Newegg asserts that SWJroposed constructions for the structures ioedns for
creating” and for “means fadentifying’ were so contrary to means-plusiction case law that
they were frivolous. Newegg specifically pointsgS’s failure to account for the Table of Files
within the Table of Search Engines algorithm in its proposed constructionjragfeatSUS’s
position contradicted the patent itself, which, according to Newegg, taughtrtitati®e as the
heart of the invention. Newegg contends that, combined with its proposed construction akE"wj4
database,” SUS’s arguments for the structures imigsiioly sought an interpretation of the patent
far broader than the invention the patent actually described.

SUS responds that its position was not frivolous because the combination of a web se
CGI program, website database, and form acts as a “specf@se computer,” which, pursuant tg
the Federal Circuit’'seachings, does not require an algorithm to explain adequately the structu
for the meanglus-function claims. According to SUS, the elements of the structure it pcoposg
already containedufficient programming such that it did not err by not including an algorithm.
SUS maintains that this aef law is complicated and subject to dispute and so its position can
be considered “objectively baseless.”

The court begins by considerititge law governing means-plus-functions and computer-
related patents in particulaPatents may not claim pure functionthey must recite a structure
that performs the function the patentee seeks to prtétte claim itself need not describe the

structue: “[a]n element in a claim for a combination may be expressed as a means or step for

% See Ergo Licensing, LLC v. CareFusion 303,,16€3 F.3d 1361, 1363 (Fed. Cir. 2012).
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performing a specified function without the recital of structure, méteracts in support thereof,

and such claim shall be construed to cover the correspondictusérumaterial, or acts described

in the specification and equivalents there®f.in other words, in exchange for being excused from

describing the structure within the claim, the patentastlimit itself to the structures described in
the specificatin.”® Failure to describe a structure that can perform the function in either the
specification or the claim renders the patent indefiflite.

Computer-related inventions present a special situation under means-plusaflangti
Because a computer generally cannot perform a particular function withtharfunstructions,
identifying a general purpose computer does not satisfy the “strucaapeifement for a computer
function.”? The specification thereforaust describe an algorithm that explains the instructions

the computer to satisfy meaphisfunction specificity’® In other words, for a computer apats

for

claimed in a meanglus-function manner, the claim and the specification must disclose esgentiall

three elements: (1) the function, (2) the part of the computer that can perfdumdten, and (3)
the algorithm that makes the computer perform that particular function. The las¢tments
combine to describa“special purpose computer” programmed to perform the function describg
in the claim’™ The “special purpose computer” thus described satisfies the structure comgfong

a meanlus-fundion claim.”

%935 U.S.C. § 112(6).

0 See Ergo Licensing73 F.3d at 1363.

" seeid.

"2 See idat 1364 ;see also Aristocrat Tech. Austl. Pty LidInt’'l Game Tech.521 F.3d 1328,

1333 (Fed. Cir. 2008) (“Because general purpose computers can be programmed to peyform
different tasks in very different ways, simply disclosing a computer as tlwtust designated to

perform a particular funin does not limit the scope of the claim to the corresponding structure

material, or acts that perform the function, as required by section 112 paragrapttesrial
guotations omitted).

3 See Ergo Licensing73 F.3d at 1363Aristocrat 521 F.3d at 1333.
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The Federal Circuit also advises that a disclosed algorithm that “supportstegmet all,
of the functions associated with a means-lusction limitation” requires treating the
specification “as if no algorithm has been disclosed at' &likh expert’s testimony cannot remedy
a deficiency in the specification by “supplant[ing] the total absenceunftste from the
specification.””

The Federal Circuit has carved out a limited exception to this requirement thgoathad
must be disclose®. In situations where the claimed functions can be performed by a general
purpose computer “without special programming,” patentees need not “disclosstractare
than the general purpose processor that performs those funcfioBat™[i]f special programming

is required for a generglurpose computer to perform the corresponding claimed function, then

default rule requiring disclosure of an algorithm applf@s“t is only in the rare circumstances

where any genergdurpose computer without any special programming can perform the functign

that an algorithm need not be disclos&d.”
SUS did not argue at claim construction that the structure it proffered \gaseral-
purpose computer” that could perform the claimed functions without additional programming

SUS instead argued that the combination of the website server, CGI progiasitewdatabase,

"4 See Aristocrat521 F.3d at 1333.
> See id.
®Noah Sys., Inc. v. Intuit In675 F.3d 1302, 1318 (Fed. Cir. 2012).

" Default Proof Credit Card Sys. V. Home Depot U.S.A., #2 F.3d 1291, 1302 (Fed. Cir.
2005);see also Noal675 F.3d at 1318.

8 See In re Katz Interactive Call Processing Patent Li8§9 F.3d 1303, 1316 (Fed. Cir. 2011);
see also Ergo673 F.3d at 1364-65 (noting th&atz “identified a narrow exception to the
requirement that an algorithm must be disclosed for a general-purpose compaiiefytdhe
disclosure requirement”).

¥ Katz, 639 F.3d at 1316.
80 Ergo, 673 F.3d at 1365.

84.
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—

and formis a “specialpurpose computer” that denot require an additional algorithm. To suppo
this argument, SUS compared the functions courts have identified “special purp@sgerein
capable of performing and functions associatétl “general purpose computers” and argued that
the functions that the CGI program and the web server performed make theml ‘sjppoae
computers.”

Typically, a “special purpose computer” is “what a general purpose computerdscom
when an appropriate algorithm is usé&d.1t is possible, however, for a structure known by a
person with ordinary skill in the art as a special purpose computer to be identified in t
specification withouanyfurther algorithm®® SUS took that premisethata computerike
structure known to performn a particular way can stand alone as a “special purpose computer’
and argued that a structure that can perform in a manner beyond general proadssing
additional programming qualifies as a “special purpose computer” that does nog eaqui
algorithm.

SUS misunderstood the Federal Circuit’'s guidance both during claim construction and
again here in its defense to this opposition. A structure can qasldystandlone “special
purpose computer” onllgecause a pson with ordinary skill in the art knows it can perform in
essentially one way and that one way performs the claimed fufiétibne structure therefore is
sufficiently specific to qualify under Section 112(6). Underlying the Fédarcuit's guidance in
this area is that the traadf for meansplusfunction claims is a sufficiently specific structure

identified in the specification. An algorithm explaining how a comphgrisable to perform

82 Goss Intern. Am., Inc. v. Graphic Mgmt. Assoc., [i89 F. Supp. 2d 1089, 1100 (N.D. IIl.
2010).

8 See id(finding that a “controller” is a “known structure that is a type of special parpos
computer” as defined by extrinsic sources and so it did not need an algorithm).

84 See, e.gid.
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generalized functions cgerform the specific functionaimed in the patent respects that trade
off.

Here, SUS argued that because the web server “receives request®nHATPS, or a
similar standardized web protocol,” “generates responses to those rediests] CGI scripts . .
. to pass data betweerffdrent processes running on the web server,” and “passes data betwee
web server and web client,” the web server was a “special purpose computer” whamedomth
the other structures in its constructfBnNone of those functions, however, includeating or
modifying awebsite database or identifying changes in the website by using the welzigsdat
The structures required an algorithm to reach the level of specificityedqunder Section 112(6).

Although the court disagreed that the combination of a CGI program, a web server, a
website database, and a form constituted a special purpose computer, SUS’s pasitioh w
entirely frivolous. As the court’s lengthy discussion of this area of law makes clear, the Federa
Circuit and distrgt courts have created a complicated framework from which to determine whe
a particularcomputerrelatedstructure does or does not satisfy Section 112(6). SUS’s argumen
overlooks a nuance in the Federal Circuit's case law — namely that the functioasrtheas
identified in its computerelated meanplus-function opinions do not on their own transform
general purpose computers into special purpose computers. But given the digbindtevi
Federal Circuit regarding this area of I&the court cannot say that SUS’s argument is
objectively baseless or frivolous.

C. Indefiniteness

For its third argument, Newegg contends that SUS should have realized that setheral of

terms in claim 8 were indefinite and so should have avoided pursuiragésltcprimarily points

8 SeeDocket No. 608 (quoting the defendants’ expert’s repseg; alsdocket No. 607 Ex. 1.

8 See Ergp673 F.3d at 1365 (Newman, J., dissenting) (noting that the court “again, irregularly
and unpredictably, departs from the established proto€alsim drafting”).
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to the three meandus-function termshat the courtleclined to construe on indefiniteness
grounds®’ According to Newegg, the terms were so obviously indefinite that SUS’s pursuit of
infringement causes of action was objectively baseless. SUS responds thdt,ths wit
constructions of “means for creating” and “means for identifying,” at lbase tof the terms could
be construed as requiring only the CGI script, web server, website datalthB®nastructures.
The three tans—“a means for transmitting to said internet search engine a set of indiceg
wherein said set of indices comprises said new, deleted or modified databasé¢ ttameans
for parsing, through the use of said script, said information from said fand,"a means for
updating, through the use of said script, said database of search engine” — wpreabdi
meansplusfunction terms that required a sufficiently specific structure to be identifitce
specification®® SUS offered the same structtioe these three terms as it did for the “means for
identifying” and “means for creating” terms. As the court already has egglaimat structure on
its own is insufficient to satisfy the requirements of Section 112(6). But unligarisifor
creating” and “means for identifying,” the specification lacked the necessantlahgs to explain
how the CGI scripts, web server, website database, and form would performrttesldlanctions.
The court thus found that the three terms likely were indefinite and so declined toedinsin.
The court has explained at length its reasons for why SUS’s position regaelstguicture
for the meangplus-function terms was not objectively baseless. Newegg’'s arguments about th
three indefinite meanglus-function terms mirror its earlier argument, and so the court adopts t

reasoning here. SUS'’s position relied on an incorrect but not objectively basedga®tation of

87 Newegg also includes a reference to “information,” which the court also detdimenstrue on
indefiniteness grounds. Because Newegg provides no further argument about thseion t
include it in the description of terms theurt found indefinite, the court does not address SUS'’s
position.

8 See35 U.S.C. § 112(6).
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computerrelated meanplus-function law. The court further finds that the terms were not so
obviously indefinite that SUS’s pursuit of infringement causes of action on 8laas frivolous.
d. Eastern District of Texas Claim Construction Positions

Newegg also offers SUS’s claim construction positions before the Eassénintdf Texas
as evidence that SUS’s causes of action were objectively baseless. Before thasasnsferred
to this court, the parties prepared for claim construction while the defendantish for transfer
was pending. The Eastern District of Texas transferred the case before it pdrétaim
construction, and so the parties prepared new claim construction briefs pursuantooiti's case
management order. Newegg asserts that SUS’s positions in the earlierariatmation
preparation were so egregicassto warrant an objectively baseless finding.

In its first claim construction papers, SUS asserted that the structure $ax theangplus-
function terms in claim 8 could be satisfied with only a CGlI script and further nmadttat the
CGl script was only an “exemplary structuf@.’Newegg contets that these positions were even
more egregious arguments in light of the means-plus-function law that the coutieteabove.
SUS admits that after considering the defendants’ opposition in their origefahdprit revised its
positions to add merstructure in the meaipdus-function constructions.

The court agrees with Newegg that SUS’s positions in the Eastern Distriexad T
represent worse arguments than its proposed constructions before thisHemu8US maintained
those positions in the second claim construction, the court likely would find that Sg&iseants
were frivolous. But the court cannot say that SUS’s highly problematic position in ang@peni
brief to a claim construction is sufficient, on its own, to warrant a finding jeCbobe baselessness.
SUS had no opportunity to file a reply in the first claim construction, and it amended itsgdsopo

in the claim construction in this court. SUS tlatiempted to correct the defects the defendants

89 seeDocket No. 494.

25
Case N0.11-3306PSG
ORDER

172}




United States District Court
For the Northern District of California

© o0 N o o b~ w N Pk

N N N N N DN DN NN R R R R R R R B R R
0o N o 0N WN P O ©OW 0o N O o dN WwN B O

identified® And so, even if the court were to find that SUS’s claim construction proposals before

the Eastern District of Texas were objectively baseless, SUS’s attemptsnio éue@ do not
reveal subjective bafhith. Newegg has not shown by clear and convincing evidence that &mis |
exceptional case on these grounds.

2. Subjective BadFaith

Although the court has found that SUS’s positions were not objectively baskeless, i
nevertheless addresses Newegg’s arguments regarding subjectiggha@elying onEonNet
LP v. Flagstar Bancorg' Newegg points to SUS'’s settlement conduct, specifically that SUS
settled early with several defendants for amounts that Newegg asseds3&f5’s goal of
obtaining nuisance settlementso support that argument, Newegg presents SUS’ssdffat
during litigation as well as nine settlement agreements with other defendantsahidhe a

Those ninesettlement agreements Newegg submiteedal that the amounts rangiedm
I it 2l but two of the settlements within a fifigure range’” The
settlements took place between October 2010 and Jun€2Mewegg also points to SUS’s
conduct with respect to its settlement offers to Newegg. In July 2010, SUS offeetitetties
case with Newegg Qji)j and then in April 2012 dropped the amount of the offer to
-.94 According to Newegg, SUS’s settlement conduitors the patentee iBon-Net and

so the court should find SUS acted with subjective bad faith.

% See Raylon700 F.3d at 1365 (noting patentee maintained objectively baseless claim
construction position even after warning from defendants that the construction wely enti
erroneous)Highmark 687 F.3d at 1312 (describing patentee’s early agreement that pgeambl
limited claim but then later claim construction in contradiction of the preamble).

1653 F.3d at 1327,

92 SeeDocket No. 649 Exs. 6 — 14.

% See id.

% SeeDocket No. 649 Ex. 4 & 15, Ex. 18. ”
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To underscore its theory that SU@s entirelybent on extactingsettlements from
noninfringing defendants based on little more than the crushing costs of defense hreeven t
simplest patent casBlewegadhighlights the relationship between SUS @sgaent corporation
AcaciaResearch Corporation (“Acacia”). According to Newegg, Acacia has a “pattern” o
extortionate litigation tacticsncludingparallel casgebetween Acacia subsidiari@sljustacam
LLC (“Adjustacam”) and Digitech Images Technologies_(¢Digitech”) and Newegg. Newegg
asserts that Adjustacaaecidedto drop its claims against Newegg in the parallel casehatdas
with this caseAcaciaplayed a substantiable in settlement talks involvingoth of its subsidiaries.
These actions, Newegg asserts, reveal that Acacia is the real problenatdhd #ttions of
Acacia and its subsidiaries in tharious actions should serve as evidence of SUS’s bad faith hg

SUS responds that at least one of its settlement agreements was for $450,000, which
asserts belies that the agreements were for nuisance values. It also agsertikéhinEon-Net,
where the patentee used defendants’ annual sales to determine appropgeatergediinounts,
SUS’s valuaion resulted from its assessment of “URL count, with flexibility given if the:sed
functionality was less important to the business, including in consideration of ¢kddtra
defendants, ALEXA ratings, how many visitors reached the site from seajtteesearches, and
how many visitors are from the U.&>"In response to Newegg's claims about Acacia, SUS
highlights that Newegg has not moved to include Acacia in this case under an @ltieearg and
that Newegg's claims amount to nothing more thald lssertions.

In EonNet the Federal Circuit affirmed the district court’s exceptional case firdirege
the patentee, a negoracticing entity, and its related entities “had filed over 100 lawsuitssigai

number of diverse defendants alleging infringement of one or more patents” and dath@ve

% Docket No. 654see alsdocket No. 654 Ex. 4.
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complaints with “a demand for a quick settlement at a price far lower than thef tigation.”®°

Noting the expense of pursuing a case through claim construction, which isttbpgwstunity
that acourt can ascertain the merit of the underlying claims, the Federal Circlainedothat “low
settlement offers . . . effectively ensure(] that [the patentee’s] basefesgement allegations
remain[] unexposed® Such requests for low settlement@mts, when combined with meritless
infringement claims, thus can support a court’s determination that the patentgiet iheucase in
subjective bad faitfi®

As described at length above, the court does not find that SUS’s positions in thigase
objectively baseless. Because S&/&rgument is not frivolous becausat is only a losing
argument-the court cannot say th&USs settlements witlthe defendants for amounts below the
cost of defense arbythemselvesenough to warrant a finding of gabtive bad faith.Patentees
with meritorious arguments can seek settlements far below the cost of defpesgally if they do
not want to spend significant amounts of money to protect their patedS's settlement pattern
raises some eyebrows bugdause its positions were not entirely baseless, its attempts to settle
claims early in the litigatiofor costs lower than the amounts of a defense are not sufficient, alg
to find subjective bad faith.

The court also briefly addresses Newegg's references to Acacia, Digitedhdjasthcam
in support of its exceptional case argument herd=olmNet, the Federal Circuit pointed to the
patentee’s “related entities” and theattern of filing numerous lawsuits against “diverse

defendants” followed by ‘@emand for a quick settlement at a price far lower than the cost of

% 653 F.3d at 1326.
91d. at 1327.

% See id.
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litigation.”®® Presumably following the Federal Circuit’s lead, Newpggsentshe parallel
litigations with Digitech and Adjustacam and their relationship to SUS and Acasigoport of its
argument

Although the Federal Circuit appears to condone consideration of actions in otlsegixasq
way to justify an exceptional case finding, the court also looks to the Suprentts @oaction in
State Farm v. Campbellin holding a punitive damages award violated the defendant’s Due
Process rights, the Court opined that a defendant “should be punished for the conduct that hg
the plaintiff, not for being an unsavory individual or businé&%."Due process does not permit
courts, in the calculation of punitive damages, to adjudicate the merits of other pgigthetical
claims against a defendant under the guise of the reprehensibility antigsis’ required in a
punitive damages assessm¥htThe Caurt further obsered although & recidivist may be
punished more severely than a first offender” because “repeated misconduc repnehensible
than an individual instance of malfeasance,” “in the context of civil actions coudsensure the
conduct in question replicates the prior transgressitfiis.”

The court finds that reasoning$tate Farnmhas equal application in the exceptional case
analysis, specifically that Newegg must show that SUS engaged in repaadadtdbat also
harmed Newegg. Here, Newegg offers the complaint Adjustacam filed agawmsgty and
numerous other defendants and a declaration stating that Adjustacam offerdd torsseftve-
figure amount® Newegg also offers screen shots of Acacia’s websites purportedly to show tf

Acacia and SUS are related because Acacia announced the settlement between SUS and Re

9d. at 1327
190538 U.S. 408, 423 (2003).

lOlld.

102|d.

103 seeDocket No. 649 Exs. 2, 3.
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and because the officers who signed on behalf of SUS also serve as executivemal’AExen
if this evidence is sufficient to show that Acacia and SUS are related, it iscugreto show the
relationship between Acacia and Adjustacam or betv#éH and Adjustacam. Newegg offers
nothing to connect Digitech to any of the other entities.

Even if the court presumes the entities are all related, settlement offensalbamounts
are not the injury that Newegg claims to suffer at SUS’s hands. It is theelefgaiast a frivolous
claim in light of the lure of a small settlement offer tBatNetidentified as a harm warranting an
exceptional case finding. Newegg offers noghin its disputes with either Adjustacam or Digitec
that suggests their positions were objectively baseless. And if the court cobsiddaith actions
in other cases as justification for a finding of subjective bad faith in thisitases the risk of
duplicating an assessment of attorneys’ fees against a losing partyturagattorneys’ fees in
this case for actions taken in the other sa$& Given those concerns, the court does not addres:
further Newegg'’s arguments regarding Acacia, Adjustacam, and Digitech
B. Litigation Misconduct

Newegg offers two other examples of SUS’s conduct that it believes suppodgg that
this case is exceptional. While the case was still in the Eastern District of S&&@®pposed the
defendantsimotion to transfer the case to the Northern District of Califofffidlewegg asserts
that the opposition was frivolous because it was only two pages and because SUS concludeq
brief argument by stating that it was “agreeable to the transfer if the @mamnts that such transfer

is in the interests of justice of all parti€€” Newegg also points to SUS’s initial failure to includg

1945ee idExs. O, Q, R, T.

1% g5ee State Farn®38 U.S. at 423 (noting that consideration of “hypothetical claims” “créates
possibility of multiple punitive damages awards for the same conduct”).

106 seeDocket No. 410.
107 Id
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Acacia and its other subsidiaries in its initial offer of a covenant not to sueiftdithe claim
construction. Newegg fars these actions as further evidenc806’s bad faith in this action.

Litigation misconduct “generally involves unethical or unprofessional conduct byyaopar
his attorneys during the course of adjudicative proceedings, and includes agvyawciaus
arguments during the course of litigation or otherwise prolonging litigationdirfatita.”*°® The
court finds that neither of the actions Newegg offers meets this standard.

In opposing the defendants’ motion to change venue to this district, SUbtinateot all
of the defendants had joined the motion, which could result in duplicative proceedings. &US
argued that the Eastern District of Texas had a shorter average costgptaadttimespan than the
Northern District of California. The court notes thateast twalefendants agreed to join the
motion to change venue only after SUS filed its oppositiand that the Eastern District of Texag
had entered a scheduling order before the defendants filed their H8tiGiven these factors, the
court cannot say that SUS frivolously opposed the motion to transfer the case tsiticis di

The covenant not to sS&CNS”) issuelikewise does not amount to bad faith conduct on
SUS’s part. Following the court’s claim construction, SUS apparentheddo dismiss its claims
against Newegg and offeredC&ISfor infringement resulting from Newegg'’s website as it existe
at the time of the covenant or for any past versions in exchange for Neweggssdlof its
counterclaims of invalidity. Newegdaims that itinsisted on a covenant that includdtfuture
versions of the website as webUS asserts that Newegg in fact asked for a global covenant ng
sue including not only SUS but also Acacia and other subsidiaries. Eithebu@yefusedo

provide a version of the covendhat satisfied Neweggnd instead sought to divest the court of it

198 Highmark 687 F.3d at 1315-16.
19 seeDocket Nos. 417, 424.

119 seeDocket Nos. 362, 363, 364, 365.
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subject matter jurisdiction over the case by moving to dismiss the case aimydffeweqg its
covenant not to sue addressing only current and past versions of tHé slewegg opposed on
the grounds that the covenant was not sufficient to prevent an ongoing controversy because
Newegg’s site changes dail}# Following Newegg’s opposition, SUS offered the amended
covenant and the parties stipulatediigmiss all claimg®

Given that Newegg concedes it was engaged in discussions with Acaciadbah gl
resolution''* the court does not agree with its contention that SUS is misrepresenting Newegd
position on a global CNS. Nevertheless, to the extenhthkaglobal settlement discussions broke
down and the parties attempted to resolve only the CNS relevant to this case, thgatodinds
SUS’s position not objectively baseless.

To divest a court of its jurisdiction, a patentee is obligadgutovide a CNS that removes
“immediacy and reality from the declaratory actidf>”From its review of the potential CNS, the
court cannot say that there is no way that SUS could assert that it divestedtlgurdiction
by removing the requisite case @ntroversy requirement. To be sure, Newegg’s assertion that
ongoing changes of its website created an ongoing controversy is also a pkgsibient, but
SUS likewise could have argued that because those changes were sufficientigl nNiewegg's
concerns involved nothing more than the “residual possibility of a future infringeui¢iased
on [] future acts [that] is simply too speculatiVe> The court engages no further in debating the

points the parties could have made in support of an drdenever came to pass. It resolves the

111 seeDocket No. 642.
112 5eeDocket No. 645.
113 seeDocket Nos. 646, 647.
114 seeDocket No. 649.

115 Revolution Eyewear, Inc. v. Aspex Eyewear, 566 F.3d 1294, 1298 (Fed. Cir. 2009) (quoting

Benitec Austl., Ltd. v. Nucleonics, 1495 F.3d 1340, 1346 (Fed. Cir. 2007)).
ll6|d.
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issue only with the point that both sides had legitimate arguments and so SUS’s pasmion di
amount to litigation misconduct.
V. CONCLUSION

Having completed its met@nalysis not only of the parties’ claiwonstruction positions but
indeed of several other positions taken in this case, the court finds that thisreztsexiseptional
and so does not warrant an award of attorneys’ fees to Newegg. SUS may have beeniag the
side of several arguments, but losing is not enough to warrant a finding of objestlesbaess
and also subjective bad faith. Newegg’s motion is DENIED.

IT 1S SO ORDERED.

Dated: May 21, 201. Pl S. Al -
PAUL S. GREWAL
United States Magistrathudge
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