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UNITED STATES DISTRICT COURT

NORTHERN DISTRICT OF CALIFORNIA

SAN JOSE DIVISION

PERSONALWEB TECHNOLOGIES, LLC
and LEVEL 3 COMMUNICATIONS, LLC

Plaintiffs,
V.
FACEBOOK, INC,

Defendant.
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INC.,
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Presently before theourtin these three related patent infringement acteve®efendants
EMC Corporation and VMware, Inc., NetApp, Inc., and Facebook, Imlgectively,
“Defendants”) respectivMotionsto Stay CaseNo. 13€v-1356, Dkt. No. 29; Case No. r3-
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1358, Dkt. No. 8CaseNo. 13¢v-1359, Dkt. Nos. 7, 151. Plaintiffs Personal Web Technologies
LLC and Level 3 Communications, LLC (collectively, “Plaintiffs”) oppose ¢hemtions.Case
No. 13€v-1356, Dkt. No. 33CaseNo. 13€v-1358, Dkt. No. 16CaseNo. 13cv-1359, Dkt. No.
149. Also before the court is Facebook’s Motion to Dismiss for Lack of SubjectrMatte
Jurisdiction. Case No. 18+1356, Dkt. No. 38. The court found thesattes suitable for
decision without oral argument pursuant to Civil Local Rule 7-1(b) and previously varated t
hearing. Having considered the parties’ briefing and for the reasons set forth below, the cour
GRANTS the Motions to Stay and DENIES Facebook’gibfoto Dismiss.
l. MOTIONS TO STAY
a. BACKGROUND
i. Procedural History
The instant matters are three of a suite of twphtent infringementawsuts against
twenty-one separatdefendantsriginally filed by Plaintiffs in the Eastern District of Texasm
December 2011 to September 20The caseswvhich weranitially assigned to Judge Leonard
Davis,allege that each defendant infringes one or more claimsleést one afightU.S. patents:
U.S. Patent Nos. 5,978,791H&’'791 patent”), 6,415,280 (e 280 patent”), 7,945,539 (“the '539
patent), 7,945,544 {tie’544 patent”), 7,949,662 (He’662 patent), 8,001,096 (“the ‘096
patent”), 6,928,442 (“the '442 patent”), and 7,802,310 (“the '310 patent”). The defendants in
three cases-Facebook, EMCVMware, and NetApp-as well agdefendants in a fourth case,
Google and YouTube, moved to transfer to the Northern District of California. Judge Da
conditionally granted these motions, but retained the cases until completioriMaErtrean
hearing and the issuance of thatrt’s claim construction orde6eeCaseNo. 13€v-1356, Dkt.
No. 1. Thereafteyron August 8, 2013he four cases were transferred to this district and assigne|
to this court. SeeCase No. 13v-1356, Dkt. No. 3.
While thesecases were still pending in the Eastern Distfclexas, Defendants EMC and
VMware filed petitions with the United States Patent and Trademark Office (JP@questing

inter parteseview (“IPR”) of six of the patentasserted against themamely, the '791 patent, the
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'280 patent, the '544 patent, the '539 patent, the '662 patent, and the '096 [&deDeclaration
of Cortney C. Hoecherl ISO Mtn to Stay, Exs. 6, 8@&seNo. 13¢v-01358, Dkt. No. 8-2.The
PTO instituted all six IPRs on May 17, 2013 awil presumably issua final decision on eadby
no later than May 17, 20146eeCaseNo. 13¢v-01358, Dkt. No. 8-2, Exs. 13-18/4orerecently,
defendants in several of themainingEastern District of Texas cad@ded petitiors for IPRof

additional claimf thesepatents, as well a#f the’310 patentSeeDeclaration of Reuben H. Chen

ISO Facebook’s Mtn to Stafxs. DG, CaseNo. 13¢cv-01356, Dkt. No. 29-1. In addition,

NetAppfiled a request for ex parteexaminatiorof claim 35 of the '791 patent, which the PTO
granted on December 6, 2018eeCaseNo. 13¢v-01359, Dkt. No. 169, Ex. AThefollowing

tablesets forththe patents and claims asserted against each defendant in these three cases, &

as the relevargatents andlaims potentially subject to PTO review

Patent | Claims Claims Claims Claims Claims Claims
Subject to | Subject to | Asserted in | Asserted Asserted | Asserted
EMC and | Ex Parte | Third Party | Against Against Against
VMWare | Reexam | IPR EMC and NetApp Facebook
IPRs Petitions VMWare
791 1-4, 29- 35 1-4, 29-33, 1-3, 29, 35 | 30-33, 41
33,41 41
'280 36, 48 None 10, 15-16, 36, 48 None 10, 15-16,
18, 25, 31- 25, 31-32
33, 36, 38
'539 10, 21, 34 | None None 10, 21, 34 None None
‘544 1 None None 1 None None
'662 30 None None 30 None None
'096 1, 2, 81, None None 1, 2,81,83 | None None
83
‘442 None None None 1,2,4,7 None None
'310 None None 1, 2,5-8,10-| 24, 32, 70, None 70, 81-82, 86
12, 14, 16- 81, 86
19, 24, 29,
32,70, 81-
82, 86
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As thistablereflects every claim asserted against NetApp is subject to some form of PTO revis
every claim asserted against Facebook is subject or potentially suldfe, tand all but four
claims against EMC and VMware are subject or potentially subject to@Rhis basis, each of
these defendants haweved to stay the case against thpanding final resolution of the relevant
PTO proceedings.
ii. IPR Procedure

IPRis a relatively new procedure introduced by the Le&mjith America Invents Act
(“AlA”) through wich the PTO’s Patent Trial and Appeal Board (“PTAB”) may review the
patentability of one or more claims in a pateBeePub. L. No. 112-29, § 6(a), 125 Stat. 284,
299-304 (2011), codified at 35 U.S.C. 88 311-319 (201Bijs mechanism replaces the previous
inter partesreexamination procedure and converssphocess from an examinationalan

adjudicative one SeeAbbot Labs. v. Cordis Corp., 710 F.3d 1318, 1326 (Fed. Cir. 2013) (quot

H.R. Rep. No. 112-98, pt. 1, at 46-47 (2011)). Under this new procedure, any party other tha
patent owner may fila petition to institute IPkh orderto establish that the identified claims are
invalid under 35 U.S.C. 88 102 and/or 103. 35 U.S.C. 88 311(a)-(b). Titiermemustrely

“only on...prior art consisting of patents or printed publications.” 35 U.S.C. § 31Iflg) patent
owner may file a preliminary response “setting forth the reasons wingergarteseview should
be instituted” within three months of the peiitj or may expedite the proceeding by wai\ing
preliminary response. 37 C.F.R. 8 42.1079)-The PTO must decide whether to institute IPR
within three months of the patent owner’s preliminary response, or in the event no resfitatse i
by the bst date on which the response could have been filed. 35 U.S.C. § 314(b).

If the PTO institutes IPR, the proceeding is conducted before a panel of timeieddy-
trained Administrative Patent Judges of the newly-formed PT3&e35 U.S.C. 88 @&)(c), 311.
The parties are permitted to take limited discovery and respond to each othariertg they
also have the right to an oral hearing. 35 U.S.C. 88 316(&.PTAB mustunder most

circumstancesssue its final determinationithin one year of the institution date. 37 C.F.R. §
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42.10(c). After receiving a final determination from the PTAB, the parties have thenapti
appeal to the Federal Circuis5 U.S.C. 88 141(c), 319.

In enacting the AIA, Congress sought “to establish a refftréent and streamlined patent
system that will improve patent quality and limit unnecessary and countecpueditigation

costs” and “to create a timely, casffective alternative to litigation.'Changes to Implement Inter

Partes Review ProceedmdPost-Grant Review Proceedings, and Transitional Program for

Covered Business Method Patents, 77 Fed. Reg. 48680-01 (Aug. 12, 2012) (codified at 37 C

88 42.100 et seq.). To that et@R affords at least thregdvantages to the parties and theridist
court in any corollary civil action. First, IPR provides a path to receiveregpielance from the
PTO under a more accelerated timeline than the previous inter pEax@snination procedure:
petitioners must file forRR within one year of being served with a patent infringement complai
(35 U.S.C. § 315(b)andIPR, if instituted,will typically conclude within 18 months of the filing

date In contrast, the average time from filing to conclusion of the preunbeispartes

reexamination procedure ranged from 28.9 to 41.7 months. 77 Fed. Reg. 48680-01 at 48721|.

Second, the decision to institute IPR sigrthat at least one of tlseibject claimsnay be modified
or cancelled._Se85 U.S.C. § 314(a) (requiring “a reasonable likelihood that the petitioner wou
prevail with respect to at least 1 of the claims challenged in the petitionden for IPR to be
instituted). This newthreshold requirement presents a more stringent standard than the previd
“substantial new question of patentability” and thus provides some assuranbe itheltly
suffered as a result of IPR will be worthwhile. Third, IPR imposes an est@gpslement that
precludes the petitioner from asserting invaliddyring a later civil actiorfon any ground that
the petitioner raised or reasonably could have raised durinmtéaparteseview.” 35 U.S.C. §
315(e)(2). Thiscritical limitationresults inamore streamlined litigation and reduces the
likelihood of inconsistent judgments.

In fiscal year 2013, the PTO instituted IPR on approximately®®28the petitions it
received._SeBAlA Progress Statistics,” available atvw.uspto.gov/ip/boards/bpatatgaia

statistics 01_02_2014.pdflast accessed Jan.,12D14. Given that this procedure has only been
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available for fourteen montheliable statistics regarding the final outcomes of IERB.the
percentage of claims cancelled or modified, are not yet available.
b. LEGAL STANDARDS
“Courts have inherent power to manage their dockets and stay proceedings, inbkeiding

authority to order a stay pending conclusion of a PTeQamiination.”Ethicon, Inc. v. Quigg, 849

F.2d 1422, 1426-27 (Fed. Cir. 198&.staymay be “particularly justified where the outcome of
the reexammation would be likely to assist the court in determining patent validity and, if the
claims were cancelled in the reexamination, would eliminate the need to tryrthganfent

issue” In re Cygnus Telecomms. Tech., LLC Patent Litig., 385 F. Supp. 2d 1022, 10235@.D.

2005). In this district,“there is aliberal policy in favor of granting motions to stay proceeding

pending the outcome of USPTQCeramination or reissuance proceedih@sSCll Corp. v. STD

Entm’t USA 844 F. Supp. 1378, 1381 (N.D. Cal. 1994)), though some courts have begun to

rethink that policy in recent yearse(s e.g, Network Appliance Inc. v. Sun Microsystems |ri¢o.

07-v-06053, 2008 WL 2168917 at *3 (N.D. Cal. May 23, 2008)).
Courtstraditionallyconsider three maifactors in determining véther to stay a case
pending reexamination: “(1) whether discovery is completendrethera trial date has been set;
(2) whether a stay will simplify the issues in question and trial of the cad€3pawhether a stay
would unduly prejudice or present a clear tactical disadvantage to the non-movirg paléynac

Corp. v. Teledigital, Inc., 450 F. Supp. 2d 1107, 1111 (N.D. Cal. 2006) (citation omitt&édie

the case law states several general considerations that are helpful in detenhethngy to order a
stay, ultimately the court must decidéayrequests on a ca$g-case basis."TPK Touch

Solutions, Inc. v. Wintek Electro—Optics Corp., No. ®3-2218, 2013 WL 6021324, at *1 (N.D.

Cal. Nov. 13, 2013).
c. DISCUSSION
i. Stage of Proceedings
The first factor requires the court to consider the y@egjalready made in the case.

Telemag 450 F. Supp. 2d at 111The early stage ditigation weighs in favor o stay See
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Target Therapeutics, Inc. v. SciMed Life Sys. |88 U.S.P.Q.2d 2022, 2023 (N.D. Cal. 1995).

Here, Defendants argue that the cases are still in the “early,” less stsilgsvhereas Plaintiffs
maintain that they have long progressed into the “late,” more demanding, phtsestigation

As with so many questionmesented tthe court, the answer is founglite literally in this case, in
the middle. The parties and courts have already invested significant timdahthef these
mattersa claim construction order has been issued and the close of fact discovery is fast
approaching.However,a substatmal portionof the work—expert discovery, summary judgment,
pretrial preparationand trialitseli—lies ahead.

While theparties @e numerous cases to fqut their respective characterizations of the
progress made to date, none of their authepsalk to the somewhat novel circumstances
surrounding the instant actian$he initialstages othis litigation—exchange of contentionsarly
fact discovery, and claim construction—developed different districtunder a different court’s
case managementethodand timetable While motions to stagypically could have beernléd in
the midst of thesactivities, any such motion in these particular cases may reasonably have bg
considered inappropriate, given the pending conditionadfieato this district In other words,
these cases were in a unique posture thainedthe litigation to progress before a motion to stay
could be consideredlhus,as of the filing date of the instant motionspre work had ben
accomplished than perhaptherwisewould havebeen had the cases remained in the original
district or had they been filed hemethe outset

Considering that the parties have yet to engage in the significant and costlgfw
conductingexpert disovery and preparing summary judgment moti@msltaking noticghatthe
preliminary pretrial conference, i.#e point at which the court willetthe trial date, is still six
months away, the court finds that this case is not so far advanced that a stay woulaperimpr
That fact, combined with the particular procedural clexifies presented in these cgssampel

the court to find that thirst factor weighsslightly in favor of a stay.
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ii. Simplification of Issues
Next, the courmust determine whether a stay will simplify the litigatidrelemac¢450 F.
Supp. 2d at 1111Defendants argue thdtecause nearly all the claims asserted against them ars
subject or potentially subject to sofioeem of PTO scrutinythe cases before this court stand to be
substantially simplified should they be stayed pending resolution of these retjéaiting for
the outcome of the reexamination could eliminate the need for trial if the claimseed@d or, if
the claims survive, facilitate trial by providing the court with expert opinich@PTO and

clarifying the scope of the claims.” Target Theramsu33 U.S.P.Q.2d at 2023ere, if the

PTAB cancels all of the asserted clairtig cases against NetApp and Facebook would be
rendered moot and the case against EMC and VMware would be whittled down to four claims
single patent, as opposed tartyiclaims ofeight different patentsin theevent the PTAB cancels
or modifies any of the asserted claims, the scope of all three cases would likely be namdwed
simplified. Even if the PTAB affirms the valigtiof every asserted claimhich is highly unlikely
given the new higher standard for instituting IRf&se cases would still benefit as such a strong
showing wouldassistin streamlining the presentation of evidence and benefit the trier of fact by
providing the expert opinion of the PT@hdeed, allowing these invalidity arguments to be
determinednce,employing the specialized expertise of tR& O, produces the exact results
avoiding duplicative costs and efforts and averting the possibility of inconsistigments—

intended by the AlAand previous proceduresSee77 Fed. Reg. 48680-Gt48721. ;Yodlee, Inc.

v. Ablaise Ltd., No. 0G&v-07222, 2009 2009 WL 112857, at #4.D. Cal. Jan. 16, 2009)
(“Congress instituted the reexaminatiprocess to shift the burden o[f] reexamination of patent
validity from the courts to the PTO.”)i{ation omitted).

The substantial benefipgst described are certainixpected to flow from a stay contingent
upon the final resolution of the six IPRseadyinstituted as a result oNEC and VMware’s
petitiors. However, the court must consider whether the same benefits can be presunaed fron
stay based upathe third party IPRs that cover a number of the claims asserted against kaceb

EMC, and VMware, on which the PTO has notigstied an initial decisioWhile this earlier
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stage in IPR procedure weighs slightly against these defermlattigs prong of the analysis, it is

not dispositive.SeeTPK Touch Solution2013 WL 6021324t*5. Indeed, considering the

“liberal policy” favoring staysalong withthe fact that, to datehe PTO has instituted IPR on 82%
of petitions, the court does not fitlsatthe procedural posture of the petitions, without more,
outweighghe anticipated simplificatiomfforded by a staySeeASCII Corp., 844 F. Supp. at
1381. Moreover, should the PTO deny these petititvesgelay endured by the parties will have
been relatively sharpursuant to statute, all initial decisions on the relevant petitions should be
issued by early April 2014SeeCase No. 13v-01356, Dkt. No. 29-1, Exs. G- (reflecting
relevantthird party petition filing dates ranging from September 18, 2013 to October 11, 2013
C.F.R. § 42.107(a)-(b) (affording patent owner ninety days in which to file a responsey.85 U
8 314(b) (requiringhe PTO to issue an initial decision within ninety days of the patent owner’s

response)see alsdvolutionary Intelligence LLC v. Yelp IncNo. 13€v-03587, 2013 WL

6672451, at *7 (N.D. Cal. Dec. 18, 2013) (finding that the potefatiadimplification of issues
weighed in favor of a stayhen thePTO’sinitial decision on the only relevant IPR petition had n¢
yet been issued but was anticipated within four months).

The benefits of a stay are also contingent upon the applicati®iRafestoppel effect. See
35 U.S.C. § 315(e)(2). Plaintiffs here raise the reasonable concern that two of therdefenda
NetApp and Facebook, are not IPR petitiorserd thus will be free to relitigate invalidity on any
groundsthey choos@nce the stay is liftedWhile the consideration of potentaplicative efforts
is a criticalone, here NetApp and Facebook hattempted to obviatdhe needor concerrby
indicatingtheir willingnesgo be bound to some form of estopp8eeCaseNo. 13€v-01356, Dkt.
No. 34 at 7CaseNo. 13€v-01359, Dkt. No. 7 at 16. The court also acknowledges that since tl
filing of EMC and VMware’s Motion to Stay, several additional claims assedauhst these
defendants have been identified in one of the same third party IPR petitions relied upon by
Facebook. The court may alleviate asyoppel concern as to these defendants by using its
inherent power to condition a stay their agreement to be bound as if they themselves had filed

the relevant IPR piion. Seee.q, Pi-Net Int’l, Inc. v. Focus Bus. BanlNo. 12¢€v-4958, 2013
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WL 4475940, at *5 (N.D. Cal. Aug. 16, 2013). Accordingly, the court concludes that the potef
for streamlining these proceeding@ven considering the complexity of thessesyeighsin favor
of a stay.
iii. Undue Prejudice
Finally, the court must consider whether the non-moving party will suffer undue pegjudi

as a result of a stay. Skere Cygnus TelecomnT.ech, 385 F.Supp.2d at 102®efendants

contend thaPlaintiffs do not face undue prejudice because the new statutory IPR schedule is
significantly more egedient than the previous procedure and becaugdarm Plaintiffs may
incur would be compensable through damages. Plaintiffs disaggessg that they in fact would
be prejudiced by the delayposed by the stay and any subsequent appeal beratiseinterim
they are impeded from protecting their property rights in the assertedsatel risk losing
evidence, witnesses, and memory of kacts. The court is not persuaded that either of these
alleged harmsonstitutesundue prejudice. The firstthat Plaintiffs will be delayed in protecting
their property rights—nerely describes the nature of a st&purts have long acknowledged that &
delay inherent to a stay does not, in and of itself, constitute prejusiead.elemac 450 F. Supp.

2d at 1111. Additionally, considering the parties are not competiioydharm fronthe temporary

ntial

r=—4

halt inenforcing Plaintiffs’ rights in the assertpdtents can be addressed through a final damages

award. The seconrdthe potential loss of evidence—certainly could constitute prejudice under
certain circumstances; however, Plaintiffs heage failed to point to any specitwidence or
witnesses that nygbecome stale or unavailable during the stay periazhsidering that these
cases turn primarily on source code, which is easily produced and preserved, and slvsant an
speculativeallegationsasto thefuture availability of evidence, the court does not fardyundue
prejudice. See e.q, Pi-Net, 2013 WL 4475940, at *4.

Plaintiffs also contend they would be prejudiced by the stay’s effect of “haas®s on
different tracks with different defendants.” Case Noc®®1356, Dkt. No. 33 at 10. The court
affords no weight to this argument because the situation is of Plaintiffs’ own chobtsimyising

Section 299 to restrict joinder of defendants to those whose cases actualybokthe same
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facts or transaction, Congressplicitly expressed its intent that “parties who make completely
different products and have no relation to each other” should not be treated as co-def@tdants

U.S.C. § 399;e¢ e.g, “America Invents Act” 157 Cong. Rec. H4420-06 at H4424l¢ ed.June

22, 2011)statement oRep. Goodlatte). Accordingly, when choosing to file multiple cases against

numerous defendantBlaintiffs simplycannot expect to proceed along the circuitous path
litigation as if theyhad only filed one. Having found no specific unguejudiceto Plaintiffs the
court finds that thiséinal factor weighs in favor on a stay.

. MOTION TO DISMISS

Facebook has also filed a motion to dismiss the case against it for lack ot sodijeer
jurisdiction, alleging that Plaintiffs do not have prudential standing because they uadtll
substantial rights” to the patentssuit. Case No. 1&v-1356, Dkt. No. 38.Specifically,
Facebook alleges that a third party holds an exclusive license and exclusive sigiton the
patentsin-suit in a particular field of use. Plaintiff PersonalWeb is currently engagatbitration
against thasamethird party to determineshether the agreement between them has been or ma
terminated.

Having carefully reviewed this matter, the court has determined that issnpieunripe
for adjudication. The construction and status of the agreement between Persomadl\thebtlaird
party is essential to the determination of the present motion, and those questsoumeeky
before the arbitrator at this time. Accordingly the motion is DENIED without ghiegland may
be renewed by Facebook upon conclusion of the arbitration.

1. CONCLUSION

For the foregoing reasons, the CAD@NDITIONALLY GRANTS Defendants Motions
to Stay These actions are STAYED in theintirety pending final exhaustion of tredevant
review proceedingsncluding any appeafsThis grant is contingent on each defendant’s
agreement to be bound by the same estoppel that limits IPR petitioners atdst 85tU.S.C. §
315(e).

! This order does not preclude any party from moving to reopen this action, when appropriate]
11
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Each defendant in each case shall file, on or before January 20, 2013, a notice indicat

their consent or declination to be bound by the above-described estoppel limitations. déne noti

shall not exceed one page in lengbefendantsare hereby notified that, absent full consent, the
court may sua sponte reconsider this Order.

To be clear,iiough thes cases enter the stay as a related group, they wiit esit
individuals once the last claiubject tareview that is relevant teachdefendant’s particular case
reaches final resolution.

The parties in each casbkall submit a joint status report apprising tourt of the status of
therelevant review proceedings on July 13, 2014, and every six months theréagee reports
shall be filed as separate docket entries on ECF/PACER.

The parties in each casbkall provide notice to the court withiame week of final
exhaustion of altelevant reviewproceedings, including appeals. In their notibeparties shall
request that this matter be reopened, and that a case management conference bd.schedul

The court DENIESFaebook’s Motion to Disnss,CaseNo. 13¢v-01356, Dkt. No. 38,
without prejudice.

The clerk shall ADMINISTRATIVELY CLOSE these files.

=000 s

EDWARD J. DAVILA'
United States Districludge

IT 1S SO ORDERED.
Dated:January 13, 2014
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