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IN THE UNITED STATES DISTRICT COURT
FOR THE NORTHERN DISTRICT OF ILLINOIS
EASTERN DIVISION

)
T-REX PROPERTY AB, ) No. 16 C 5667

)

Plaintiff, ) Judge Virginia M. Kendall
V. )
)
ADAPTIVE MICRO SYSTEMS, LLC, )
)
Defendant. )

MEMORANDUM OPINION AND ORDER

Plaintiff T-Rex Property AB (“T-Rex”) sed Defendant Adaptive Micro Systems, LLC
(“Adaptive”) alleging infingement of three patentelated to controllingnd coordinating digital
information systems to multiple displays and devices. Following minimal discovery, Adaptive
filed the instant motion seeking a stay of th&se pursuant to Seatid8(b) of the America
Invents Act (“AlA”) pending United States Pat@nial and Appeal Board’'s (“PTAB”) review of
the three patents. For the following reasonsapiive’s Motion to Stay [28] is granted. The
parties are ordered to file a status report whth Court within 24 hours of receipt of each of the
PTAB'’s institution decisions.

BACKGROUND

T-Rex, a non-practicing entityas filed at least 58 lawsuitscluding this one, against
various defendants alleging infringement ofSUPatent Nos. RE39,470 (the 470 Patent”);
7,382,334 (the 334 Patent”); and 6,430,603 (the “@@@&ent”) (colletively, the “Asserted
Patents”). $eeDkt. No. 30 at 1-2.) Broadéh International, LLC (“Boadsign”), a defendant in
a separate case, filed two petitions iftter partesreview (“IPR”) and one petition for covered
business method review (“CBM”) before the AB challenging the validy of the Asserted

Patents. $eeDkt. No. 31-1 (IPR petition challenging '470 Patent); Dkt. No. 31-2 (IPR petition
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challenging '334 Patent); Dkt. No. 31-3 (CBpétition challenging '603 Patent).) The PTAB

has not yet issued decisions neljag any of the peibns, but the decisions are due as follows:

Petition Date Filed L atest Datefor
I nstitution Decision
IPR for '470 Patent Sept. 24, 2016 March 24, 2017
IPR for '334 Patent Oct. 6, 2016 April 6, 2017
CBM for '603 Patent Oct. 28, 2016 April 28, 2017

Following a hearing on November 21, 201& @ourt stayed discovery pending its
ruling on the present motionSéeDkt. No. 35.)

LEGAL STANDARD

Section 18 of the AIA provides for the edisbment of transitiorlapost-grant review
proceedings to reexamine the validity of covered business method patents. Leahy-Smith
America Invents Act, Pub. L. No. 112-29, § 18, 12at. 284 (Sept. 16, 2011). The AIA also
establishes protocol with respect to related patgnhgement actions and authorizes the district
courts to stay such parall@igation under certain circumstanceSpecifically, Section 18(b)(1)
states:

If a party seeks a stay of a cidttion alleging ifringement of a
patent under section 281 of title 35nited States Code, relating to
a transitional proceeding for that patent, the court shall decide
whether to enter a stay based on--
(A) whether a stay, or the denial thereof, will simplify the
issues in question and streamline the trial;
(B) whether discovery is complete and whether a trial date
has been set;
(C) whether a stay, or théenial thereof, would unduly
prejudice the nonmoving partyr present a clear tactical
advantage for the moving party; and
(D) whether a stay, or the denial thereof, will reduce the
burden of litigation on the parties and on the court.



Id. The statutory test closelysembles the stay analysis countsve applied in assessing a
motion to stay pendinmter partesor ex partereexamination by the PTABSee, e.g.Genzyme
Corp. v. Cobrek Pharm., IncNo. 10 CV 00112, 2011 WL 686807, *dt (N.D. Ill. Feb. 17,
2011) (applying three-factor staystehat considers “whether agtwill (1) unduly prejudice or
tactically disadvantage the normwmng party, (2) simplify the issues questions and streamline
the trial, and (3) reduce the burden afjation on the parties and on the courgAB Distribs.,
LLC v. London Luxury, LLONo. 09 C 5831, 2010 WL 1882010,*at(N.D. Ill. May 11, 2010).

The fourth factor was included, inmpato favor the ganting of stays.See, e.g.Segin
Sys., Inc. v. Stewart Title Guar. C80 F. Supp. 3d 476, 480 (E.D. Va. 2014) (fourth factor
“designed to place a thumb on the scales in favor of a stdéyket-Alerts Pty. Ltd. v.
Bloomberg Fin. L.R.922 F. Supp. 2d 486, 489-90 (D. Del. 2013) (fourth factor included “to
ease the movant's task of demivasng the need for a stay”Finally, as the movant, Adaptive
bears the burden of demonstngtithat a stay is warrantedee, e.g., Segi80 F. Supp. 3d at
479.

DISCUSSION

Adaptive argues that a stay is appropriateabee the PTAB’s review of the patents will
streamline the case and simplify the issues befmeeCourt. T-Rex counters that Adaptive’s
motion is premature and that itliAbe prejudiced by a stay.

A. Simplification of the I ssues

Staying a patent infringemeoase pending administrative revi®ivithe asserted patents’
validity can simplify litigation in several ways:

1. All prior art presented to ¢h Court will have been first
considered by an expert PTO examiner;

2. The reexamination may alleviadescovery problems relating to
the prior art;



3. The suit will likely be dismissed if the reexamination results in

effective invalidity of the patent;

4. The outcome of the reexamination may encourage settlement;

5. The record of the reexamination would likely be entered at trial

and thus reduce the complexétyd length of the litigation;

6. The reexamination will facilitate limitation of issues, defenses,

and evidence in pre-trial conferences;

7. Litigation costs to the pas and the Court will likely be

reduced.
Genzyme2011 WL 686807, at 3-4 (quotirigmhart Indus., Inc. v. &yo Seiki Mfg. Co., Ltd.
No. 85 C 7565, 1987 WL 6314, at 2 (N.D. Ill. Feb. 2, 198@g also, e.gTap Pharm. Prods.,
Inc. v. Atrix Labs., In¢.No. 03 C 7822, 2004 WL 422697, at *1 (N.D. Ill. Mar. 3, 2004) (stay
warranted because “[t]here iss@nificant chance that the PTO will either invalidate this patent
or drastically decrease its scope [due to reexaroima . . [creating] a g real possibility that
the parties will waste their resources litigating rogsues that will ultimately be rendered moot
by the PTO'’s findings”).

Adaptive argues that a stay is appropriate pending the PTAB’s institution decisions as all
three Asserted Patents and every asserted ch@ynbe under review by the end of April, just
over three months away. The félcat some, if not every, asssitclaim may be under review in
such a short time period of time weighs in favor of granting a s$&g, e.g, Versata Software,
Inc. v. Dorado Software, IncNo. 2:13-cv-00920-MCE-DAD2014 WL 1330652, at *3 n.2
(E.D. Cal. Mar. 27, 2014) (staying case wh&BM review granted for only one of three
asserted patentslpestination Maternity Corp. v. Target Cord2 F. Supp. 3d 762, 769 (E.D.
Pa. 2014) (“courts have found significant poterfitailissue simplification even in cases where
some but not all of the assertedinis are subject to PTO reviewGenzyme2011 WL 686807,

at *3 (stay warranted even thougtertain issues may remain in dispute even upon conclusion of

the reexamination proceedings”). Given the Count®rent ability to stagases even before the



PTAB actsseelntellectual Ventures Il LL&. JPMorgan Chase & Co781 F.3d 1372, 1378-79
(Fed. Cir. 2015) (“our holding @s not prevent a district codrom choosing to decide a motion
before the PTAB acts on a CBMgetition.”), and the upcoming deadlines for determinations,
the first factor weighs in favor granting the stay.

T-Rex, however, argues that Adaptive’s motisril) premature and speculative because
none of the reviews have actiyabeen instituted and (2) appropriate because “[tlhe only
circumstance in which the issues...will be substantially simplified is if the PTAB initiates review
of all of the asserted claims and then invalidaaél of the asserted claims of the” Asserted
Patents. (Dkt. No. 36 at 9.) While it is cemtgitrue that merelyiling a petition for CBM or
IPR review does not ensure that a review wilfant follow (or that even if a review were to
follow, the patent would be found invalid), itegually the case thatdétburden on the Court and
the parties would be significantly lessened if o all) of these petitions led to IPR or CBM
institutions® Versata 2014 WL 1330652, at *2. The factaththe PTAB has not yet rendered
institution decisions does not eliminate the Hbikmeof a stay. For example, if the PTAB
institutes review proceedingstaying the case avoids duplicitolitggation on potentially moot
claims and issuesSee VirtualAgility 759 F.3d at 1314 (disposing oktkntire litigation is “the
ultimate simplification of issues”gee also, e.gOIld Reliable Wholesale, Inc. v. Cornell Cqrp.
635 F.3d 539, 548 (Fed. Cir. 2011) (“PTO has ackndgde expertise in evaluating prior art

and assessing patent validity'JenoRx, Inc. v. Hologic, IndNo. 12-173-LPS-CJB, 2013 WL

! T-Rex also argues that the PTAB is unlikely to instimteview of the ‘603 Patent because Broadsign’s petition
for review cited to the PTAB decision that Federal Circuit overturnéthimired Planet L.L.C. v. Google, Indlo.
2015-1966, 2016 WL 6832982 (Fed. Cir. Nov. 21, 201&eeDkt. No. 36 at 4.) Even if T-Rex’s argument is
correct — Adaptive noticegbdoes not dispute the substa of T-Rex’s position in its Reply — a stay is nevertheless
appropriate because the PTAB may still institute reviews of the other two Asserted P&eets.g., Trading
Techs. Int'l, Inc. v. BCG Partners, Ind.86 F. Supp. 3d 870 (N.D. Illl. 201&ff'd sub nom. Trading Techs. Int'l,
Inc. v. Rosenthal Collins Grp., LL.®lo. 2016-2223, 2016 WL 5899197 (Fed. Cir. Oct. 11, 2016) (collecting cases
supporting proposition that a stay is appropriate where only some claims or patents are under review).

5



144255, at *4 (D. Del. Jan. 11, 2013) (courts benedimfthe PTO’s analysis of prior art that is
later presented in litigation regardless of the outcome of the review).

T-Rex’s reliance onfrover Grp., Inc. v. Dedicated Micros USAo. 2:13-CV-1047-
WCB, 2015 WL 1069179, at *7 (E.D. Tex. Mar. 2015) is misplaced. Although that court
held that a stay prior to PTAB action svanappropriate, it ned, through analyzingandmark
Technology, LLC v. iRobot CorpNo. 6:13—-cv—411, 2014 WL 486836 (E.D.Tex. Jan. 24, 2014),
that a stay could be appropriate where (1) ‘BiAB was due to decide whether to grant the
CBM review petition within foutmonths” of the court ruling othe stay motion, (2) discovery
had just began, and (3) the claim construction hearing was not scheduled to occur until four
months after the PTAB’s decision was dugee, e.g., TroveR015 WL 1069179, at *6. Those
considerations mirror the situation here as thAB$ decisions are due in less than four months
from the time of this Order, discovery has ojplgt begun (only one set ofitial disclosures and
initial contentions have been exchangsekDkt. No. 39 at 12:12-15gnd a claim construction
hearing date has not been sbe(parties’ claim consiction briefing doesot even begin until
May 25, 2017,seeDkt. No. 26). As such, despite T-Re contentions to the contrary, the
Trovercourt’s analysis supportie granting of a stay.

B. Stage of the Litigation

“Staying a case at an early juncture canshé& to advance judicial efficiency and
maximize the likelihood that neither the Court ribe parties expend thmeassets addressing
invalid claims.” See, e.g., Trading Techs. InED15 WL 1396632, at *4 (citations omitted). As
detailed in Adaptive’s Motion, no depositions haween taken or notide initial disclosures
were recently issued, final contentions are na ftwr four more monthsand no trial date has

been set. SeeDkt. No. 30 at 7)VirtualAgility, 759 F.3d at 1317 (the stgf litigation factor



favored stay where no trial datedhlbeen set, fact discovery hgelt to be completed, and claim
construction statements had yet to be fil&Brsata 2014 WL 1330652, at *3 (factor supported
stay in part because neitheMarkmanclaim construction nor a triglate had been set). T-Rex
does not dispute this factorSdeDkt. No. 36; Dkt. No. 38 at 2. Accordingly, the early stage of
the litigation favors a stay.
C. Undue Pregjudice or Tactical Advantage

“When assessing the third factor in determining whether to grant a stay pending CBM
review, courts consider a vaty of factors to determine eéhprejudice to the non-movant,
including the timing of the stay request, thatg$ of review proceedings, and the relationship
between the parties." Trading Techs.2015 WL 1396632, at *5. lhough the potential for
delay “does not, by itself, establisindueprejudice,” the Court regnizes “that waiting for the
administrative process to run its course ripkslonging the final resotion of the dispute and
thus may result in some inhergejudice to the plaintiff.”See, e.g., Mkt.-Alert®922 F. Supp.
2d at 494 (emphasis wriginal). A review ofthe above factors showsatha stay is appropriate
in this case as (1) Adaptive filed the Motionotweeks after Broadsign filed the last of its
petitions, (2) decisions regarditige petitions are due in onlyrde months, and (3) the parties
are not competitors such thati@lay will unduly prejudice T-RexCf. VirtualAgility, 759 F.3d at
1318 (“competition between parties can vieig favor of findng undue prejudice”)see also
CANVS Corp. v. United Statekl8 Fed. Cl. 587, 596 (2014) (“Weighiimgfavor of stay here is
the fact that the parties are not direct competitors.”).

T-Rex argues both that it will be unduly prejesti by a stay and that Adaptive is seeking
the stay to gain a tacticatheantage. T-Rex first contendisat it will be unduly prejudiced

because a stay will delay its atyilto timely enforce its patemights. Specifically, T-Rex argues



that because the ‘470 and ‘334 Patents are ekpiravill only be permited to recover for any
infringement for a period of six years under 3%5\C. § 286. Based on that limited time period,
T-Rex argues that any delay in this case will not only curtail its ability to recover damages here,
but also will cause it to lose aleges from “yet-to-be served defendants” because it will not have
the capital to initiate lawsuits against those other defendants if this case is s&geldkt.(No.

36 at 7-8.) There are numerogsues with this position. Firsas noted above, delay within
itself does not establish undue pigice, particularly where the delay is for a short period of
time. See, e.g., Mkt.-Alert922 F. Supp. 2d at 49Bjack & Decker Inc. v. Positec USA, Inc.

No. 13 C 3075, 2013 WL 5718460, at ¢4.D. Ill. Oct. 1, 2013) (And should the PTO deny
review, the delay in waiting for & decision will be fairly shorDelay in itself, moreover, does

not constitute undue prejudice.”) (citation omittecd§econd, T-Rex does not dispute that it is a
non-practicing entity ah that it only seeks monetary remed$ee, e.g., Cascades Computer
Innovation, LLC v. SK hynix IncNo. 11 C 4356, 2012 WL 2086469,*4t (N.D. Ill. May 25,

2012) (granting stay in part teuse defendant, as a non-prantioentity seeking only monetary
damages, would be able to “collect damagesdhatimulate during the stay, including interest,
ameliorating the delay caused by the stay” ifdeéendant ultimately premed.) Third, T-Rex’s
contention that it will lose prospective damages against other, unnamed defendants in future
cases is both speculative and wholly unsupportedReX fails to set forth any case law or other
authority, and the Court has found nongymorting its contention that a staytiis case should

be denied so that it will be able to pursoier, future cases against unnamed third party
defendants. Indeed, if the Court were to credit such an argument, it is difficult to imagine any
circumstance in which a stay in any case could/éeanted. Even if the Court were to consider

T-Rex’s position tenable from adal or policy perspective, from a factual standpoint, T-Rex



fails to provide any documentation showing thas incapable of finanog other lawsuits in the
event that this case is stayed, particularly gitrext it has already filedome 58 other lawsuits.
(SeeDkt. No. 36 at 9 (T-Rex itself indicating thiathas filed “over 50 lavrsuits.”). Finally, T-
Rex’s failure to seek a preliminary injunctionveeely undermines its claim of undue prejudice.
See, e.g., Trading Tech486 F. Supp. 3d 870, at *7 (collectingses indicating that claims of
undue prejudice are belied by a plaintiff's fagduo seek a preliminary injunction).

T-Rex’s argument that a stay would tactigaddvantage Adaptive is similarly flawed.
The crux of T-Rex’s position, i out in one short paragrapt the very beginning of its
Response, is that because Adaptive did ngtéa to be estopped from presenting invalidity
arguments that Broadsign raised or could haarsed in the event the IPRs and CBM do not
reach a final determination,” Adaptive could urfaget to “two chances to argue the same
invalidity positions.” (Dkt. No. 36 at 1.) Yeagain, T-Rex fails to cite to any authority
indicating that Adaptive should be barred from ragsihe same issues rais@dthe petitions in
the situation where the petitions do not reach a final determindfitinis Court institutes a stay
and Broadsign subsequently withdraws its pmigiprior to a final determination by the PTAB,
Adaptive would then raise those invalidity positidiefore this Court for the first time. On the
other hand, if the petitions do reach a final deteation and the patents are found to survive the
PTAB'’s review, Adaptive will be barred fromliteggating those determinations here. Adaptive
acknowledged as much durirlhe parties’ hearing on Nonwer 21, 2016, when its counsel
twice represented that “[w]e’re g to live and die with Broadsign.” (Dkt. No. 39 at 16:12-15.)
D. Burden of Litigation

The fourth factor is “designed to placeharmnb on the scales in favor of a stay...[and]

will usually weigh to some degree in favor of stageée, e.g., Segin Sy30 F. Supp. 3d at 480.



Much of the analysis conducted under the firstdia relevant here abe burden of litigation

will be significantly lessened if the PTAB institutes and invalidates any or all of the Asserted
Patents. The parties briefing regarding which will suffer a more significant burden if the case is
stayed does not affect the requisite analysaynsubstantial way. For example, T-Rex requests
that the Court allow “minimal fact discovéryo go forward without explaining why that
discovery is necessary immediately rather tham fnonths from now ithe PTAB declines to
review the Asserted PatentsSegDkt. No. 36 at 12.) On the other hand, Adaptive argues that
the burden of the litigation isubstantial for it because it & small company, but does not
provide any factual basis for thaagh. (Dkt. No. 38 at 4.) As sh, this factor similarly weighs

in support of granting a stay.

CONCLUSION

For the reasons stated herein, Adaptive’s Motion to Stay [28] is granted. The parties are
ordered to file a status report with the Couwithin 24 hours of receiptf each of the PTAB’s

institution decisions.

Vi@iégy Kendall -
UnitedStateDistrict CourtJudge

Northern District of lllinois

Date: 1/26/2017
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