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UNITED STATES DISTRICT COURT
EASTERN DISTRICT OF NEW YORK

PHILIP A. PECORINO, ALDO MEDAGLIA
and SHEWARD & SONS, d/b/a VISIONART,

Plaintiffs,
MEMORANDUM & ORDER
V. 11€V-6312(PKC)

VUTEC CORPORATION and FARRALANE
LIGHTING AUDIO AND VIDEO SYSTEMS, INC,

Defendant.

PAMELA K. CHEN, Unted States District Judge:

Pending before the Court in this patent infringement action is Defendants' nootion f
summary judgmerttasedn the equitable defense of lach€bkt. 94.) For the reasons set forth
below, Defendants' motion is denied inetdtirety.

BACKGROUND

The procedural historygf this and related litigatiolargely is not in disputeOn
November 23, 1993, the U.S. Patent and Trademark Office ("PTO") iBsaiatiffs Pecorino
and Medglia patent number 5,264,765 (765 Patefat)a "video display screen cover(Dkt.
52-1.) Pecorino and Medaglia in 2005 entered into a licensing agreemeRiauitnff
Visionart, under whiclisionartwas grante@n exclusive licens® the 765 Patent. (Dkt. 1
11). As early as July 1, 200Blaintiffs became aware of the potentially infringing activities of

Vutec. (Dkt. 52 § 12.3 On May 15, 200Plaintiffs commenced a lawsuit against Defendant

! The parties suggest that August 2005 is the earliest Plaintiffs knew or should haneokriogy
potentially infringing activity. (See Dkt. 93 at 8.) However, on July 1, 2005, Plaintiffs initiated
negotiations for a license with DefendantSee(Dkt. 89, Plaintiff's Local Civil Rule 56.1
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Vutec Corporation and others alleging infringement of the 765 PafeaPecorino, et al. v.

Audio Command Sys,, Inc., et al., 07-CV-1997(LDW) Dkt. 1 (E.D.N.Y. May 15, 2007) (the

"2007 Litigation"). In defense of that lawsuit, Defendants claimed that another patent and other
"prior art" rendered the 765 Patent invalid and that, therefore, Defendants hadimgédhérpon

it. (Defendant St. 1-5.)

On November 14, 2007, Plaintiffs voluntarily dismissed without prejudice the 2007
Litigation to pursue a reexaminationtbk 765 Patenbefore the PTO See 07-CV-1997 Dkt. 11
(E.D.N.Y. Nov. 5, 2007) (notice of dismissal). Sieally, Plaintiffs sought reexamination to
determine the validity ahe 765 Patent in light of the prior art and other defeasssrted by
Defendants.(See Dkt. 90-3.) In Plaintiffs’ letter notifying Defendantsf the voluntary
dismissal Plaintiffs informed Defendants' counsel that "[u]nless and until we have #m# pat
certified by the Patent Office as having claims that overcome the Luckie paterhangroor
art, we will not initiate an infringement suit against Vutec or its distributdidkt. 90-3 at 1.)

OnJanuary 12, 2010, the PTO confirmed the patentability of the 765 Patent. (Dkt. 1
14.) Plaintiffs commencedhis suit on December 27, 2011. (Dkt. 1.)

LEGAL STANDARD

l. Summary Judgment

"The standard for summary judgment in a patent case is the same as in angsgher
CA, Inc. v. Smple.com, Inc., 780 F. Supp. 2d 196, 208 (E.D.N.Y. 2009) (citiesper Prods.,
Inc. v. QSound Labs, Inc., 157 F.3d 1325, 1332 (Fed Cir. 1998pummary judgment may be
granted only if the submissions of the parties taken together "show that there is ne gEsua

of material fact and that the moving party is entitled to judgment as a matter oHad:R.

Statement ("Plaintif6t.") at § 15.) Therefore, the Court, for purposes of this motleems July
1, 2005 as the date on which Plaintiffs knew of the potentially infringing activity.
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Civ. Proc. 56(c);see Anderson v. Liberty Lobby, Inc., 477 U.S. 242, 251-252 (1986)THe

moving party bears the burden of establishing the absence géanine issue of material fact,”
Zalaski v. City of Bridgeport Police Department, 613 F.3d 336, 340 (2d Cir. 2010);

see Salahuddin v. Goord, 467 F.3d 263, 272—73 (2d Cir. 2006), after which the burdés &h

the nonmoving party tocome forward with specific evidence demonstrating the existence of a
genuine dispute of material factBrown v. Eli Lilly & Co., 654 F.3d 347, 358 (2d Cir. 20t
seealso F.D.I.C. v. Great American Ins. Co., 607 F.3d 288, 292 (2d Cir. 2010). A dispute of
fact is "genuine" if the [record] evidence is such that a reasonable jury could retendiatvfor

the nonmoving party.’Anderson, 477 U.S. at 248.

The nonmoving party can only defeat summary judgment "by coming forward with
evidence that would be sufficient, if all reasonable inferences were dravs] fiayor, to
establish the existence"d factual question that must be resolved at ti@inelli v. City of
New York, 579 F.3d 160, 166 (2d Cir. 200@)ternal quotations and citations omittesbe also
Celotex Corp. v. Catrett, 477 U.S. 317, 323 (1986).THe mere existence of a scintilla of
evidence in support of the [non-movant's] position will be insufficient; there must beewide
which the jury could reasonably find for the [non-movantldyut v. Sate Univ. of N.Y., 352
F.3d 733, 743 (2d CiR003) (alterations in originalyee also Lyonsv. Lancer Ins. Co., 681 F.3d
50, 56-57 (2d Cir. 2012Jeffreysv. City of N.Y., 426 F.3d 549, 554 (2d Cir. 2005)he
nonmoving party cannot avoid summary judgment simplyebying "on conclusory allegations
or unsubstantiated speculatiodeffreys, 426 F.3d at 554 (quotations and citationstted);see
also DeFabio v. East Hampton Union Free Sch. Dist., 623 F.3d 71, 81 (2d Cir. 2010); and must
offer "some hard evidence showing that its version of the events is not wholly fan&ifiunet

v. Clinton Cnty., New York, 541 F.3d 464, 471 (2d Cir. 2008). In determining whether a genuine



issue of fact exists, the court must resolve all ambiguities and draw alhadde inferences
against the moving partyMajor League Baseball Props., Inc. v. Salvino, Inc., 542 F.3d 290,
309 (2d Cir. 2008).

I. Laches

Because laches is an affirmative defense, a defendant asserting laches hdtarsatkee
burden of persuasion, even where a presumption of laches may Agplyukerman Co. v. R.I.
Chaides Constr. Co., 960 F.2d 1020, 1038 (Fed. Cir. 1992). Whether to applgdbeable
remedy of lacheBes in the sound discretion of the couiing v. Innovation Books, A Div. of
Innovative Corp., 976 F.2d 824 (2d Cir. 1992erdarevic v. Advanced Medical Optics, Inc., 532
F.3d 1352, 1358 (Fed. Cir. 2008)The equitable nature of laches necessarily requires that the
resolution be based on the circumstances peculiar to each case. . . . The inqacius are”,
Tri-Sar Pictures, Inc. v. Leisure Time Prods., B.V., 17 F.3d 38, 44 (2d Cir. 1994), and thus
laches is not always amenable to determination on summary judgment. Mo'tdwyver,
establishment of the factors of undue delay and prejudice, whether by actual prodier by t
presumption, does natandate recognition of a laches defense in every case. Laches remains an
equitable judgment of the trial court in light of all the circumstancA<C: Aukerman Co., 960
F.2d at 1036.

Laches is established where (1) "the plaintiff delayed filing su&aunreasonable and
inexcusal®@ length of time from the time the plaintiff knew or reasonably should have known of
its claimagainst the defendant, and (2) the delay operated to the prejudice or injury of the
defendant."A.C. Aukerman Co., 960 F.2d at 103gciting Costello v. United Sates, 365 U.S.

265, 282 (1961)). Importantly, even thougk defense of lachesay bar'the patentee's claim



for damages prior to suit”, the entire action need not be dismissed, and any claimagégsam
subsequent to the filing of the suit and claimsihjunctive relief are still permitted.d.
DISCUSSON

l. Presumption of Laches

A presumption of lachesppliesin a patent infringement actiavhere a plaintiff delays
in bringing suit six or morgearsafter theplaintiff knew or reasonably should have known of the
alleged infringing activity.A.C. Aukerman Co., 960 F.2d at 1032Bott v. Four Sar Corp., 807
F.2d 1567, 1576 (Fed. Cir. 1986)hd effectof a presumption of laches is that the burden of
providing evidencea defeatachesshiftsto the plaintiff, although the ultimate burden of
persuasion remains with the defenddit.at 1032.

Here, Defendants argue that Plaintiffs delayed more than sixfyearsvhen they
learned of the potential infringemdmgfore bmging suit, and that a presumption of laches
therefore applies. (Dkt. 93 at 1-3A} the core of Defendantatgument is the clairthat
Plaintiffs' 2007 Litigation should not be considered in calculating thgeax-time period fothe
presumption ofachesbecause Plaintiffs voluntarily dismissed the action, without prejudice,
which, according to Defendants thelegal equivalent of having never been brought. (Dkt. 93
at 10.) This is incorrect.Defendants' characterization of Plaintiffs' withdrawfihe 2007
Litigation is instructive. First, Defendants state tHdt is well-settled and beyond serious
debate that Pecoring's unilatedidmissal of its patent infringement action brought in 2007
against Vutec isegally tantamount to havingneverbrought suit against Vutec prior to the
commencement of this action on December 27, 2011." (Dkt. 93 itl®ized emphasis
added).Next, Defendants citde Sixth Circuit casRice v. Jefferson Pilot Financial Insurance

Company for the propositionttat "[i]t is generally accepted that a dismissal without prejudice



leaves the situation the same as if the suit had never been brought, and that in alasstatatef
to the contrary, a party cannot deduct frim@period of the statute of limitations the time during
which the action so dismissed was pending." 576 F.3d 450, 457 (6th Cir. 2009) (emphasis
added).Defendantgurthercontend that "Pecorino canriegally rely upon the prior litigation
brought against Vutec in 2007 as any sort of justification or 'excuse’ for nowgiduein
application of laches against Pecorino." (Dkt. 93 af(itél)cized emphasis added).

Regardlessf whether Defendants' use of the term "legal" was intentional or merely used
in thegenerakense, Defendants fail to regoze the critical distinction between the legal bar of
the statute of limitations and the equitable bar of lgchas the respective application of a
"without prejudice” dismissal to eaclbefendantsirgue that théegal effect of thevoluntary
dismissashould apply to thequitable remedy of laches, and that the Caartompelled tdreat
the 2007 Litigation as though it never occurr&kfendants cite cases in which courts held that a
"without prejudice" dismissal equated to a "with prejudice" dssaliwhere the second action
was commenced after tstute of limitations had expired. (Dkt. 93 at 9—-10All of
Defendants' cases cited the pointthat a "without prejudice” dismissal has the effect of a legal
nullity involve the legal defense diagute of limitations, not the equitable defense of laches.
Defendants cite no case in which a prior voluntary dismafsalawsuitwas deemed a nullity
for purpose®f a laches calculation. Indeed, not once in any of the cases cited by Defandant
this pointdoes the term laches even appear.

Thelegal effect of the voluntary dismissaflthe 2007 Litigation is not applicable to the
equitable remedy of lacheSee, e.g., Holmberg v. Armbrecht, 327 U.S. 392, 396 (1946)

("Equity eschews mechaniaailles; it depends on flexibility."see also Brennan v. Nassau

Cnty., 352 F.3d 60, 63 (2d Cir. 2003) (finding that "the district court erred by applying a statute



of limitations analysis to [appellant's] equitable claims" and finding that appeiténths were
"subject only to equitable defenses such as laches, not to legal defenses lsectatiste of
limitations"). Therefore, the Court rejecte2ndants’ invocation of thegal effect of the
voluntary dsmissal of the 2007 Litigation in deternmg whether a presumption of laches
applies.

Themainpurpose of the doctrine of laches is to prevent unfair "sandbagging" by
plaintiffs in order to gain an unfair litigation advantage or to otherwise prejddiemdants by
delaying suieven though they are aware of possible infringemges, e.g., Vaupel KG v.
Meccanica Euro Italia SP.A., 944 F.2d 870, 876—77 (Fed. Cir. 1991) ("A finding of laches can
occur when an accused infringer shows unreasonable and unexcused delay in filing suit and
materialprejudice or injury as a result of the delayThe key factor for laches is whether the
defendant had reason to believe it would be suiécat 876.

It is undisputedhat Plaintiffsbecame aware of the possibiringement in July 2005
and sued Defendants for infringement of the 765 Patent in May 2007. After several months, and
in response to the prior art and other defenses asserted by Defendants,sRtalatithrily
dismissed the action, and informed Defendants that any subsequent inémtd@gation with
respect to the 765 Patent was contingent upon the outcome of the reexamination g®ceedin
before the PTO(See Dkt. 90-3)("Unless and until we have the patent certified by the [PTO] as
having claims that overcome the Luckie patermt atiner prior art, we will not initiate an
infringement suit against Vutec or its distributors.Therefore, far from beintgandbaggedodr
unfairly surprised by Plaintiffs’ infringement allegationghis action Defendants were made
awae of the possile infringementt multiple points in time: as early as July 2005, when

Plaintiffs offeledto negotiate a licensen May 2007, when Defendants were sued over the 765



Patent and in November 5, 2007, when Plaintiffs advised Defendants of the voluistarig<hl
of the lawsuit and Plaintiffgntent to reinitiate suit ifthe reexamination proceedings certified
the validity of the 765 Patent.

Defendant®bject toPlaintiffs failure to seek a stay of the 2007 Litigation rather than
voluntarily dismisshe action ashey did. Gee Dkt. 93 at 10-12.)PlaintiffsS chosen course of
action, which was not improper, is of no moment to the Court's consideration of laches.
Defendants cry foul over being "dragged” through court only to have Pecorirenttutri by
voluntarily dismissing the earlier actiofDkt. 93 at 5, 10.)This complaintoverlooksthe fact
that the 2007 Litigation was dismissed before Defendargs filed an answerThe docket in
the 2007 Litigatiorrevealsthat counsel foDefendant Vuteenade two submissions to the court
in that actior—one requesting an extension of time to answer the complaint and the other
seeking a premotion conference with respect to a proposed motion to diSeeiBecorino, 07-
CV-1997, Dkts. 5, 9E.D.N.Y. Od. 2 & 31, 2007). Althougibefendant Vutec expended
resources in defending that action, that litigati@sin no waywasprotracted or resource
intensive. And there is no evidence that the 2007 Litigation was brought in bad faittaoy for
other reason other than tHiaintiffs, madeaware of the possibly infringing activity, promptly
brought the lawsuit to pursuieeir rights. Nor is there anyevidencehat Plaintiffsdismissed the
2007 Litigation for any reason other than to pursue a reexamindtisnpatent from th&TO,
which they had a right to do. Hdaktreexamination gone against thétaintiffs advised
Defendants that theyould no longer pursue a claim of infringememhere is no relevant
difference from the course of action choserPhaintiffs, i.e., to dismiss that action, and
Defendants' preferred actiarg., to stay the caserinally, Defendants make no credild&im of

prejudice arisingrom Plaintiffs not seeking a stay, given that they had notice of the dismissal,



the reasotfor it, and the possible fding of the action following recertificationDefendants are
in the same position now as they would have been had Plaintiffs sought to stay the 2067 Laws
and lifted it after the patent was confirmed.

In sum,the presumption of laches does not apply in this case. The 2007 Litigation is not
a nullity for purposes of lache®laintiffs thereforedid not delay six years in filing suit. Rather,
theybrought suit in May 2007, approximately two yeafter learningdf the potentially
infringing activity. Although Plaintiffs later dismissed the 2007 Litigation, itsidn order to
initiate a reexamination proceeding before the PTO, the express purpose of aich w
determine whether continued litigation was watea. In fact, after the patent was recertified in
January 2010, Plaintiffs resumed litigation by filing this action in December 2011, Thus
throughout the relevant sexada-half-year period, Defendants were repeatedly and near
continuously on notice of the potential for a lawsuit. Applying a presumption of laches under
these circumstances would be patently inappropriate.

. Whether the Delay was Unreasonable or Inexcusable

Even were a presumption leichesto apply here, which it does not, Plaintiffs' purported
delay in bringing suit would not be unreasonable or inexcusable. Where a presumptbeof la
applies a plaintiff may rebut the presumption by presenting "evidence to show an excume for t
delay or that the delay was reasonable" or by offerudpace "sufficient to place the matters of
[evidentiary] prejudice and economic prejudice genuinely in issf€ Aukerman Co., 960
F.2d at 1038. "The length of time which may be deemed unreasonable has no fixed boundaries
but rather depends on theatimstances.'ld. at 1032. Plaintiffs could rebut the presumption of
laches with evidence that it was engaged in "other litigdtguch as the 2007 Litigation tre

reexammnation proceedings with the PT&ge Serdarevic, 532 F.3d at 135A.C. Aukerman Co.,



960 F.2d at 1033Jamesbury, 839 F.2d at 1552-53), or that they were involvedegotiaions
with the accused infringerA.C. Aukerman Co., 960 F.2d at 1033 (citinBaker Mfg. Co. v.
Whitewater Mfg. Co., 430 F.2d 1008, 1013-14 (7th Cir. 1970)).

The purpose of laches is to ensure that plaintiffs do not "sleep on their rights'land de
bringing suitto the unfair prejudice afefendants.See Odetics, Inc. v. Sorage Tech. Corp., 185
F.3d 1259, 1272 (Fed. Cir. 1999) ("Laches is firmly rooted in the equitable principle that courts
'will not assist one who has slept on his rights.™) (citiage & Bodley Co. v. Locke, 150 U.S.
193, 201 (1893)). Again, the essence of laches is to prevent "sandbagging" in which plaintiffs
unfairly delay litigation inorder to gain some tactical or other advantage with respect to the
litigation. See, e.g., Webster Elec. Co. v. Splitdorf Elec. Co., 264 U.S. 463 (1924) (invoking
laches where patentee "stood by and awaited developments"” for eight Weadt)ridge v.
United Sates, 263 U.S. 50 (1923) (applying laches where inventor waited nine years in order to
maximize profits).

"In the simplest or pest form of laches, there needrmedirect contact between the
plaintiff and the defendant from the time the plaintiff becomes aware of its claim enguitt"
A.C. Aukerman Co., 960 F.2d at 1034. On the other hand, in caseB as herahere "there has
been contact or a relationship betweenphkies during the delay period”, "the length of delay,
the seriousness of the prejudice, the reasonableness of excuses, and the defemdactt'sr
culpability must be weighed to determine whether the patentee dealt unitirthevalleged
infringer by not promptly bringing suit.Td. "What is important is whether ¢tendant] had
reason to believe it was likely to be suet¥aupel, 944 F.2d at 878.

a. 2007 Litigation
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The fact that other litigation is pending during the laches period may excusetif'pla
delay in bringing suit. "A patent holder may avoid the consequences of what wouldis¢Hsew
an unreasonable delay in filing suit by establishing that he or she was engadst in ‘ot
litigation." Vaupdl, 944 F.2d at 876—77The "other litigation" excuse generally applies to
litigation with third parties.Seeid. at 877; (citingHottel Corp. v. Seaman Corp., 833 F.2d 1570,
1573 (Fed. Cir. 1987) ("For other litigation to excuse a delay in bringing suit, thetdenus
adequate notice of the proceedings to the accused infringbtahifestly, prior litigation with
the same party satisfies this standard. Even were the Court to accept Defendantgicortkat
the 2007 Litigation was a nullity in considering whether to apply a presumptiorheklate
fact that Plaintiffs pursued that action cannot be ignored in considering whethéff®laere
involved in "other litigation" during the purported laches periDéfendants, who were parties
to the 2007 Litigation, self-evidently had notice of those proceedings.

Accordingly, the fact that Plaintiffs were involved in "other litigation," oorenaptly,
"litigation with Defendants” from May 2007 to November 20€atvedo excuse that period of
Plaintiffs purported delay in commencing this action.

b. Reexamination

Proceedings before the PTO, such as reissue and reexamination proceedings, "should be
treated similarly to infringement litigation for purposes of latHeecause "[t]here is no
demonstrable distinction for this purpose between judicial proceedings raisisgubef patent
validity and a PTO proceeding involving patentability/dupel, 944 F.2dat 877.

On November 6, 200PRlaintiffs informed Defendants that thegluntarily dismissed the
2007 Litigation to pursue reexamination with the PTO. (Dkt. 90P3a)ntiffs invited

Defendants to participatat least indirectlyin the reexamination. (Dkt. 90-8)Should you
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have any other prior art . . . please let us know and we will include it in an Information
Disclosure Statement filed in the case And Plaintiffs explicitly notified Defendants that the
re-filing of the infringement, were it to proceed, was expressly contingent aparohclusion of
the patent reexaminationSeg Dkt 90-3)("Unless and until we have the patent certified by the
Patent Office as having claims that overcome the Luckie patent and other tpma all not
initiate an infringement suit againgutec or its distributors).

Again, "for other litigation to excuse a delay in bringing suit, there must be adequate
notice of the proceedings to the accused infringeatipel, 944 F.2d at 877 (citingottel Corp.

v. Seaman Corp., 833 F.2d 1570, 1573 (Fed. Cir. 1987)). "The 'other litigation' excuse normally
applies when a patentee defers suit against an alleged infringer untihthestan of another
lawsuit. If the party is ultimately sued and had received proper notice, the tagecdasumed

by the original proceedingay be excused in evaluating whether laches occlrited.It is
undisputedhat Defendants had notice and were aware of the patent reexamamattbat

further infringement litigation was contingent upon the validity of the 765 Paiéat.

reexamin#on process concluded on January 12, 2010, wheRTeconfirmed the validity of

the 765 Patent. (Defendant St. § Blaintiffs commenced this ach approximately two years
later, on December 27, 2011. (Dkt. 1.)

Although Defendants make much of Rlfs' pledge to file for reexamination within
two weeks of the dismissal of the 200#gation, Defendants faito demonstrat@rejudice
arising from Plaintiffs' admitted delay in seeking reexamination until five monghaatter.

(Dkt. 91 1 7.) Moreoveirrespectiveof when Plaintiffs sought reexamination, Defendants were

aware that Plaintiffs' recommencementtsipatent infringement claimgas contingent upon the
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resolution of thgatent reexaminationin any event, the five-month period fronswuhiissal of the
2007 Litigation to the filing of the reexamination was not unreasonable or inexcusable

Defendants argue that the reexamination proceedidgsotexcuse Plaintiffs' delay in
bringing this suit. For support, Defendaait® Serdarevic v. Adv. Medical Optics, Inc., 532 F.3d
1352 (Fed. Cir. 2008). Defendants assert$aatarevic rejected a claim that a proceeding
before the PTO could constitute "other litigatimperating to excuse plaintiff's delay in filing
an infringement action, arsibmit thatto the extenVaupel may be applicablé' Serdarevic
overruledVaupel sub silento [sic]." (Dkt. 93 at 16.)Far from overruling/aupel, Serdarevic
explicitly re-affirmedVaupel in a lergthy discussion of its principleserdarevic reaffirmed
Vaupel's conclusiorthat proceedings before the PTO may excuse a delay in bringing an
infringement action under the "other litigatiogXceptionn remarkably similar circumstances as
here. TheSerdarevic court acknowledged thafldlecause the infringer [iWaupel] knew of and
participated in the reissue proceedings, and because the patentee had made elediringdn
that it would bring an infringement action after the reissue proceedingaidedcthe patentee's
delay was excusable Serdarevic, 532 F.3d at 1359 (citindaupel, 944 F.2d at 877).

Defendant is correct insofar ®aupel is distinguishale from the circumstances here
becausé¢he potential infringer ivaupel actively participatd in the reissue proceedings,
whereas Defendantid notparticipate directly in the reexamination proceedings. However, a
defendant's participation in the "other litigation" is not the central consimterdndeed, "other
litigation" generallyexcuss a plaintiff's delay in bringing suwhile the plaintiff pursues
litigation againsbther parties,so long as the potential infringerthe later suihas knowledgef
the priorlitigation. See Hemstreet v. Computer Entry Sys. Corp., 972 F.2d 1290, 1293 (Fed. Cir.

1992) ("the delay involved here could not be considered unreasonable and inexcusable" where
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patentee previously "was busy enforcing his patent rights elsewh@earevic, 532 F.3d at
1359 (citingVaupel, 944 F.2d at 877("What is important is whether [the defendant] had reason
to believe it was likely to be suedl."The central factor in "other litigation" is a defendant's
notice. It is irrelevant for purposeslathes whether Defendants particighite the

reexamin#don proceedings, so long as Defendants had notice of the other litigation and "had
reason to believe [they were] likely to be sued.” ihdisputablehat this was the casere, as
Plaintiffs expresslynformed Defendantthat further infringement ligation was contingent upon
the disposition of the reexamination of the 765 Patent. Therefore, the reexaminatesdprgs
constituted "other litigation" which operated to excuse Plaintiffs' delay igibgrsuit during the

pendency of those proceedirfy

2 Defendantsely on Serdarevic for the propositionshat the issuance of a reexamination
certificatedoes notawutomatically reset the siear clock for the presumption of lacheesd that
the"mere possibility that a patent might be amended or limited during the reexamination
process des not excuse a patent holdatelayin filing suit. This reliancds clearly misplaced
because of two critical facts that distingu@indarevic from this case. (Dkt. 93 at t4

Serdarevic, 532 F.3d at 1359First, the plaintiff h Serdarevic initially made contact with the
eventual defendant in 1999, but made no further contact with defendant until bringing suit in
2006,i.e., after the sixyear presumption of laches would app8erdarevic, 532 at 1357.
Secondthe reexamination proceedimgSerdarevic was initiated by the defendamtotthe

plaintiff. 1d. at 1359. Accordinglyhie FederaCircuit found that thé'other litigation'excusé
applied inVaupel [was] inapplicable . . . . [because the plaintiff] was not engaged in any "other
litigation" that would have excused her delayringing her ownership claim . . . . [and the
plaintiff] offered no evidence suggesting that the defendants had reason e beliethey were
likely to be sued once the reexamination proceedings were etahgdld. As discussed
previously, that is not the situation here, where Defendants were on notice throughout the
relevant time frame that a lawsuigas likely.

In addition,the casescited byDefendantso show that "laches is routinely granted in patent
infringement cases" all involve periods of delay greater than the circurasthare See, e.g.,
Wanlassv. Gen. Elec. Co., 148 F.3d 1334 (Fed Cir. 1998) (approximatelyy&ar delay);
Serdarevic v. Adv. Medical Optics, Inc., 532 F.3d at 1359 (eiglyear delay)Hall v. Aqua Queen
Mfg., Inc., 93 F.3d 1548, 1553 (Fed. Cir. 1996) (approximatelyda-delay)Gossen Corp. v.
Marley Mouldings, Inc., 977 F. Supp. 1346, 1351 (E.D. Wis. 1997) (approximately giggut-
delay). And in any event, in each of these cases, the allegedly infringigidnadnho prior

14



c. Ongoing Negqotiations

A plaintiff's involvement in "ther litigation" is not the onlgxcuse for delay in bringing
suit for laches purposes. The laches time period, which begins running fronmightéei
patentee knew, or in the exercise of reastenditigence should have known, of the alleged
infringing activity," Jamesbury Corp. v. Litton Industrial Prods., Inc., 839 F.2d 1544, 1551-52
(Fed. Cir. 1988), is tolled during ongoing licensing negotiatidg. only periods of "sincere
and productive negotiations do not count for laches purpoBegsér v. Searle Blatt & Co.,

Ltd., 99-CV-10785(WK), 2000 WL 1071804, at *6 (S.D.N.Y. Aug. 2, 2000) (citing casEs).
toll laches, negotiations mu&irdinarily be continuous and bilaterally progressinghvai fair
chance of successA.C. Aukerman Co., v. Miller Formless Co., Inc. 693 F.2d 697, 700 (7th Cir.
1982).

The parties herbave a long history of negotiation with respect to licensing of the 765
Patent. Negotiations began on July 1, 2005, when Plaintiffs apprised Defendants of thal potenti
infringement and raised the possibility of a licensing agreem@hdin{iff St. { 15 Defendants
responded, asserting the invalidity of the patent based uporagriandcautionedhat
Defendants mayegk reexamination of the patent on that basis and otHelant{ff St. | 16)
Thereafter,ltose negotiations continued, with varying frequency, until December 3, 2010.
(Plaintiff St. 42,

Defendants contend that the licensing negotiation periogthwhiermittently spanned

from July 1, 2005 to December 3, 2010, is irrelevant for laches purposes because theamsgotiati

knowledge of its potentially infringing activity, let alone were they involvegriar litigation
with the same plaintiffs over the same patent.
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were not "continuous and bilaterally progressing, with a fair chance césut (Dkt. 94 at 4.)
However, he extensive evidence of the bakdforth negotiations, discussed belaweyeals
that the licensing negotiations indeed were continuous and progressgireggfair chance of
successhroughout the relevant periods, thus tolling laches.
Here, Plaintiffs initiated negotiatioms a letter dated July 1, 2005. (Plaintiff St. § 15.)
From July 1, 2005 to November 20, 2007, when the first round of negotiations ended, the longest
break in communications was the eight-month period from August 2, 2005 to March 17, 2006.
(See Plaintiff St. {9 1#18.) Plaintiffs sought reexamination of the 765 Patent on April 2, 2008,
and the Patent Office recertified the 765 Patent on January 12, 2010. (Plaintiff St. § 33.)
Plaintiff reengaged Defendants in negotiations even before the 765 Pagaetresrified, in a
letter dated December 14, 2009. (Plaintiff St.  34.) During the second negotiation period,
which lasted from then until approximately December 3, 2010 (approximately thedes w
before this action was commenced), the longest bretlleinegotiations was a mere four months
between correspondence of May 27, 2010 and September 21, 2010. (Plaintiff St. {1 39-40.)
The above periods of negotiation reflect a series of "sincere and productive" ticag®otia
that had a "fair chance of succésgven under Defendants' proposed standard requiring
negotiations to be "continuous and bilaterally progressing, with a fair cbdsuoecess," the
circumstances here satisfy that stand&ae A.C. Aukerman Co., 960 F.2d at 1033¥atz, 712 F.
Supp. 2d at 1110Therefore, the entirety of the periods during which the parties negotiated a
license agreement for the 765 Patent do not count towards the calculation of laches.
Defendants are corretttat there were several periaafssilence between the parties.
(See Plaintiff St. f 15-42; Dkt. 94 at 4.) But those periods of silence were not so protracted as

to indicate a breakdown in or end to the negotiation procdss.cdses to which Defendants cite

16



for support that the negotiations here were not progressifepalre substantially different
circumstancefrom here For example, in re Stuart Meyers Patent Litig. v. Brooks Shoe, Inc.,

the trial court held that the negotiations did not toll laches wimemrge of the defendants
indicated they were prepared to pursue negotiations to a successful conclusam, plaintiff's
inquiries to defendants regarding licensing constituted no more than offers tateegotihe

part of the plaintiff, an offer defendants refused." 731 F. Supp. 640, 641-42 (S.D.N.¥. 1990
By contrastDefendants heracknowledge that on multiple occasions they not only agreed to
enter into negotiations ovarlicense with Plaintiffsbut told Paintiffs numerousimes thathey
were amenable to a licensgee Dkt. 92-13)("our client is still amenable to paying your client a
royalty [that] could result in your client receiving very reasonablgmetn their investment

given the very precarious nature of their property rights."); (Dkt. 92"A%)We indicated

during our prior discussions, our client may be amenable to a license if the terms are
reasonable.")(Dkts. 92-22, 92-23))'our client remains amenable to a license under extremely
reasonable terms merely to avoid the expensive of limiggt (Dkt. 92-25) ("Our client is open

to a very reasonable license given the extremely tenuous nature of yous pliepérty right, if
any."). It was not until December 3, 2010, the final negotiation correspondence between the
parties, thaDefendans definitively rejected Plaintiffs' settlement offefDkts. 92-26, 92-27.)

This correspondence reflects precisely the type of-aadkorth correspondence common to
negotiations. Defendants' frequent indications of amenability to a liegnsementiemonstrate
that the negotiations were fruitful, were progressing towards a resolution, andt oeevery
least, a "fair chance of succes&atz, 712 F. Supp. 2d at 1110. Nothing before the December 3,

2010, correspondence indicated that the negotiations had ceased or were not potaittidlly fr
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In In re Katz Interactive Call Processing Patent Litig., also cited by Defendants, the
district courtrejected the argument that the negotiations were "sporadic." 712 F. Supp. 2d 1080,
1110 (C.D. Cal. 2010¥acated in part and remanded in part on other groundsin 639 F.3d 1303
(Fed. Cir. 2011). The court there found that the correspondence between the parties, which
ranged from November 1996 through June 2002, established that the negotiations werle bilatera
and had a fair chance of success up until the conclusion of the negotiations, when the parties
failed to reach an agreementl. at 1110-11. There, the negotiations proceeded with substantial
stretches of time between correspondence, including-gearespan between a party's initial and
second lettey, two intervals of six months, and another of 11 mon$es.d. at 1110.

In sum, Plaintiffspursuit of other litigation, both in federal court and before the PTO, as
well as its negotiations with Defendants between July 2005 and December 2010, proviljed time
and ample notice to Defendants regarding Plainiiffeahgement claim.The Court therefore
finds that Plaintiffs did not unreasonably or inexcusably delay in bringing suitaemelsl does
not apply to bar damages arising from Defendants' alleged infringement pricr leatbuit.

1R Intentional Infringement and Unclean Hands

In light of the Cours finding that laches doe®t apply to bar this action, it is
unnecessary to address Plairgtiirguments regarding DefendaatkEged intentional
infringement or Defendants' arguments regarding Plaintiffs' unclean faantth)e Court
declines to do so.

CONCLUSON

Defendants have failed fwovethat there is no genuine issue of material fact with

respect laches. Defendants have not established that a presumption of laces®apt

Plaintiffs otherwise unreasonably and inexcusably delayed igibgrhis action in a manner

18



unfairly prejudicial to Defendants. Accordinglefendats' motion for summary judgmerst

denied

SO ORDERED:

/sl Pamela K. Chen
PAMELA K. CHEN
United States District Judge

Dated: SeptembeB, 2013
Brooklyn,New York
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