
IN THE UNITED STATES DISTRICT COURT
FOR THE EASTERN DISTRICT OF TEXAS

MARSHALL DIVISION

SOFTWARE RIGHTS ARCHIVE, LLC,

Plaintiff,

v.

GOOGLE INC., YAHOO! INC.,
lAC SEARCH & MEDIA, INC., AOL LLC,
and LYCOS, INC.,

Defendants.

§
§
§
§ Civil Action No. 2:07-cv-51l-CE
§
§
§
§ JURY TRIAL DEMANDED
§
§
§

OPPOSITION TO DEFENDANTS' "SUGGESTION TO REFER BANKRUPTCY
ISSUES TO BANKRUPTCY COURT" AND OPPOSITION TO DEFENDANTS'

ALTERNATIVE MOTION FOR LEAVE TO FILE THIRD BRIEF ON STANDING

Over six months after filing their Motion to Dismiss for lack of standing in this Court,

Defendants now ask this Court to stand down and refer "bankruptcy-related issues" to the

bankruptcy court despite the facts that:

• this plea contradicts Defendants' prior argument to this Court that the bankruptcy court
lacked jurisdiction over the patents at issue;

• the bankruptcy court has rejected these very same arguments and deferred to this Court's
resolution of the standing issue;

• there are no complex bankruptcy-related issues to determine, since the application of res
judicata is not a specialized area that a bankruptcy court is uniquely suited to resolve;

• the standing issue has been fully briefed in this Court (after document and deposition
discovery) and is ripe for resolution, whereas the parties would have to duplicate their
extensive efforts to present the issues to another court; and

• Defendants cite no authority for the proposition that this Court can or should refer
discrete issues to a bankruptcy court for guidance.

This Court should determine whether Plaintiff Software Rights Archive, LLC ("SRA") has valid

title to the patents at issue. Defendants' latest dilatory motion should be denied.
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The Court should also deny Defendants' motion for leave to file yet another brief, since

the arguments raised in that brief could have been raised earlier and are frivolous. l

I. This Court, not the bankruptcy court, is the proper forum for resolution of the
standing issue.

A. Defendants' "Suggestion" is an improper collateral attack on the bankruptcy
court's ruling.

Defendant Yahoo!'s alliance partner, Sherwood Finance, made these same arguments

through the same counsel to the bankruptcy court in a hearing held on December 17, 2008.2

Sherwood Finance urged the bankruptcy court to decide the title question, arguing that the

bankruptcy court was better suited to resolve the title question than this Court or the District

Court for the Northern District of California (the latter a forum chosen by Defendants). (Tr. of

12/17/2008 Bankr. Ct. Hrg., Docket No. 123, at 10,20.).

Although Defendants' counsel conferred with the undersigned as to Defendants' motion
for leave to file another brief, Defendants' counsel failed to inform the undersigned that
Defendants would be requesting, as their primary relief, a referral to the bankruptcy court,
thereby violating Local Rule CV-7(h).

2 Since Plaintiff filed this case in November 2007, Defendants have multiplied the
proceedings without justification. In July 2008 all the Defendants in the case at bar filed a
mirror-action declaratory judgment suit in the Northern District of California, against SRA and
two other defendants, based on the same standing arguments they raised in this Court. Google,
Inc., AOL LLC, Yahoo! Inc., IAC Search & Media, Inc., and Lycos, Inc. v. L. Daniel Egger,
Software Rights Archive, LLC, and Site Technologies Inc., Civil Action No. 08-3172, in the U.S.
District Court for the Northern District of California, San Jose Division. A motion to dismiss,
transfer (to the Eastern District of Texas) or stay is set for February 27, 2009. In the meantime,
extensive discovery occurred in this Court, including document production and three depositions,
and briefing continued. Not satisfied with unnecessary duplicative litigation, the infringing
Defendants chose the trifecta. They belatedly decided just before Thanksgiving to form an
alliance with a purported creditor in a closed bankruptcy and sought to reopen the long-closed
bankruptcy of Site Technologies, Inc., which had sold the patents to Daniel Egger even earlier.
In re Site Technologies, Inc., Case No. 99-50736 RLE, in the Bankruptcy Court for the Northern
District of California, San Jose Division. The bankruptcy court reopened the proceedings for a
status conference and then continued them until April 2009 pending a ruling of this Court. SRA
has filed the transcript of that hearing with this Court. (See Tr. of 12/17/2008 Bankr. Ct. Hrg.,
Docket No. 123.) SRA's submission to the bankruptcy court summarized SRA's positions as to
why that Court need not take action, and is attached hereto as Exhibit A.
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The bankruptcy court rej ected these arguments. The bankruptcy court noted that it has

jurisdiction only if the patents are deemed an asset of the estate, and expressed confidence in this

Court's ability to deal with the title issue. (Id. at 37.) Although it reopened the proceeding for

the status conference, the bankruptcy court elected to stay proceedings in the bankruptcy case

until April 15,2009 so that this Court could first rule on the standing issue. (Id. at 37-38.)

Unhappy with that ruling, Defendants ask this Court to disregard it and to send the

standing issue to the bankruptcy court anyway. This Court should decline Defendants' request.

B. Defendants' "Suggestion" is a stalling tactic that would unfairly burden
SRA.

By their "Suggestion," Defendants are stalling and seeking-yet again-to multiply this

litigation and force SRA to fight a three-front war. This Court is the first-filed Court, and the

standing issue has been discovered, fully briefed, and submitted to this Court for determination.

There is no reason for this Court to stay this case, which has been pending for over a year, and

turn the issue over to another court of Defendants' choosing.

SRA filed suit in this Court in November 2007. Defendants filed a motion to dismiss for

lack of standing in July 2008. After SRA responded to each of Defendants' arguments,

Defendants demanded discovery. SRA complied with Defendants' requests, turning over

thousands of documents and presenting three individuals for deposition in North Carolina and

South Carolina. At no point along the way did Defendants ever suggest that this Court was not

the proper forum for a determination on the standing issue.

Now, however, after extensive discovery, multiple extensions of time, and four briefs

thoroughly exhausting the standing issue, Defendants ask this Court to stay its hand indefinitely

and send the issue to a bankruptcy court. As the bankruptcy court recognized, this is

unnecessary.
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C. Defendants' argument mischaracterizes the issue before the Court.

Defendants claim that "bankruptcy-related arguments" dominate the standing issue and

ask this Court to refer these allegedly complex "bankruptcy-related issues" to the bankruptcy

court. Defendants do not identify what specific "bankruptcy-related issues" the bankruptcy court

is better positioned to resolve. Nor do they cite any authority for the proposition that this Court

can or should certify a discrete issue to another federal court for guidance.3

Moreover, Defendants mischaracterize the nature of the issues before the Court. The

"bankruptcy-related arguments" made by SRA in its briefing are not issues relating to the

administration of Site Technologies, Inc.'s ("Site Tech's") bankruptcy estate. SRA has argued

that Defendants are barred by res judicata from challenging the bankruptcy court's order

confirming the plan of reorganization. The application of res judicata is not a specialized area

that a bankruptcy court is uniquely suited to resolve. To the contrary, the same federal common

law standard applicable to determining the preclusive effect of any federal court judgment

applies here. Taylor v. Sturgell, 128 S. Ct. 2161, 2171 (2008) ("The preclusive effect of a

federal-court judgment is determined by federal common law."); Eubanks v. FDIC, 977 F.2d

166, 169 (5th Cir. 1992) (enunciating requirements for application of res judicata and explaining

that this same test applies in the bankruptcy context of an order confirming a plan of

reorganization).

Defendants do not suggest that a reference of discrete issues to the bankruptcy court
would be appropriate under 28 U.S.C. § 157, and they have suggested no basis for abstention.
See Bank One, N.A. v. Boyd, 288 F.3d 181, 184 (5th Cir. 2002) (noting that abstention generally
applies only to cases involving "considerations of proper constitutional adjudication [or] regard
for federal-state relations ... in situations involving the contemporaneous exercise of concurrent
jurisdictions") (quoting Colorado River Water Conservation Dist. v. United States, 424 U.S. 800,
817 (1976)) (internal quotation marks omitted and alterations in original).
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Not only is this· Court perfectly capable of adjudicating this issue, it is in the best position

to do so. The question before the Court is whether SRA has title to the patents at issue, and thus

has standing to bring this suit. This Court's active patent docket means that it determines these

types of questions as a matter of routine.

Defendants' argument that referral to the bankruptcy court is "especially appropriate"

because that court has jurisdiction over all parties with interests in the patents is disingenuous. It

is not the case that every party who could conceivably be affected by a particular court order

need be a party to the case. In any event, Defendants in this case have allied themselves with

Site Tech's creditors so as to be able to take part in the bankruptcy case. Defendant Yahoo! and

Sherwood Finance have entered into an "alliance," which includes a joint defense agreement and

an option agreement, and the two are represented by the same law firm. (See Mot. to Reopen

Case, Ex. B to Docket No. 113, at 2l Defendant Google recently acquired 15,000 shares of the

debtor's stock in order to participate in the bankruptcy case. (See Joinder to Mot. to Reopen

Case at 1, attached hereto as Ex. B.) All interested parties are present-either actually or

virtually-in both courts. The standing question has been fully and zealously briefed in this

Court, and it is ripe for decision.

II. The Court should deny Defendants' motion for leave to file yet another brief as
untimely and futile.

A. Defendants' latest brief raises no arguments that could not have been made
earlier.

Having already submitted over forty pages of argument on the question of standing,

Defendants ask for leave to file yet another brief on the standing issue. The Court should decline

this request.

In the motion to reopen, Sherwood suggests that Defendant lAC Search & Media, Inc. is
also a beneficiary of the plan.
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Defendants ask for leave to file another brief to address what they claim are inaccuracies

in SRA's res judicata arguments. SRA made its res judicata argument in its initial response to

Defendants' motion to dismiss. (Pl.'s Resp. to Defs.' Mot. to Dismiss, Docket No. 76, at 26.)

Defendants responded to this argument in their reply brief (Defs.' Reply in Support of Defs.'

Mot. to Dismiss, Docket No. 102, at 25-27), and SRA then replied to these arguments in its final

brief (PI.'s Sur-Resp. to Defs.' Mot. to Dismiss, Docket No. 118, at 2-7).

Quite simply, the arguments Defendants now wish to advance could have been made in

Defendants' reply brief. Defendants' latest arguments are not new, and do not address

arguments made for the first time in SRA's final brief. The Court has established a procedure for

briefing giving each party equal and ample opportunity to argue its position, and there is no

reason to alter that procedure here.

Defendants' claim that another brief is necessary to address an alleged admission by SRA

in a filing made in the Northern District of California is grossly misleading. SRA stated in a

pleading in the California action that it acquired the patents-in-suit from Egger in an assignment

dated February 22, 2005. This statement does not contradict anything that SRA has said in this

case. It in no way implies that SRA is relying on the February 11, 2005 transfer from

Site/Technologies/Inc. ("Site/Tech") to Egger to establish its chain of title. No briefing is

necessary to address SRA's statement because it bears only on SRA's title to the patents and not

on the question ofEgger's authority to convey them to SRA.

B. Leave to file another brief would be futile, since the "new" arguments
Defendants seek to advance are without merit.

1. Res judicata applies to bar those in privity with the creditors from
challenging Site Tech's sale of the patents to Daniel Egger.

All requirements for the application of res judicata are satisfied. Res judicata applies if

the following four requirements are met: "(1) the parties must be identical in the two actions; (2)
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the prior judgment must have been rendered by a court of competent jurisdiction; (3) there must

be a final judgment on the merits; and (4) the same cause of action must be involved in both

cases." Eubanks v. FDIC, 977 F.2d 166, 169 (5th Cir. 1992). Defendants do not contest the

second and third requirements.

There is an identity of claims here. The Fifth Circuit applies the transactional test of the

Second Restatement of Torts to determine whether the same claim is involved in two actions.

Eubanks, 977 F.2d at 171. "Under this approach, the critical issue is whether the two actions

were based on the 'same nucleus of operative facts.'" Id. (finding an identity of claims between

confirmation order and a later lender liability action based upon conduct allegedly contributing

to bankruptcy, and barring lender liability claim that should have been brought as an objection to

lender's claim in prior bankruptcy proceeding). In this case, Defendants seek to challenge Site

Tech's alienation of title to the patents to Daniel Egger. The bankruptcy court proceedings in

2000 put this very claim at issue. Site Tech disclosed in its Statement of Financial Affairs and in

its Disclosure Statement that the patents were sold to Egger as a transfer outside the ordinary

course of business. (See Pl.'s Sur-Resp., Docket No. 118, at 3-4.) The bankruptcy court

approved the Disclosure Statement as being adequately informative for creditors. The creditors

could have objected to the alienation of the patents to Egger, but did not, and Defendants (as

proxies for the creditors) now belatedly seek to make that objection. The factual predicate of the

claim here and the claim that should have been made in the bankruptcy court are identical. See,

e.g., Southmark Props. v. Charles House Corp., 742 F.2d 862, 871 (5th Cir. 1984) (applying res

judicata to bar a claim that could have been raised as an objection to a claim asserted in prior

bankruptcy proceeding, reasoning that central transaction involved in both bankruptcy
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reorganization and the present claim alleging various acts of wrongdoing by creditor was the

passing of title to the creditor in exchange for cancellation of mortgage debt).

The identity of interests requirement is met here because, although not parties to the

bankruptcy case, Defendants have substantive legal relationships with parties to the bankruptcy

proceeding. Taylor v. Sturgell, 128 S. Ct. 2161, 2172 (2008) ("[N]onparty preclusion may be

justified based on a variety of pre-existing 'substantive legal relationship[s]' between the person

to be bound and a party to the judgment," including "preceding and succeeding owners of

property, bailee and bailor, and assignee and assignor."); Eubanks, 977 F.2d at 170 ("It is well

settled that, under certain circumstances, a judgment may bar a subsequent action by a person

who was not a party to the original litigation. . . . [W]here the non-party's interests were

adequately represented by a party to the prior action, we have concluded that there is sufficient

identity between the parties to apply the principles of res judicata and give preclusive effect to

the prior judgment."). As detailed above, Defendants have entered into contractual relationships

with Site Tech's former creditors in order to align themselves with the creditors in this litigation

and to seek to unwind the plan of reorganization in the bankruptcy court. In these circumstances,

where the arguments Defendants assert derive from the creditors' claims in the bankruptcy

proceeding, and where Defendants have substantive legal relationships with the creditors,

nonparty preclusion is appropriate.

Even if Defendants were not deemed to be in privity with the creditors, the doctrine of

res judicata would still have a significant effect on Defendants' standing argument. Defendants

claim that Site Tech-not SRA-owns the patents, but res judicata would undoubtedly bar Site

Tech-or any other person with a claim to the patents-from asserting a claim to them. Site

Tech and its creditors were parties to the bankruptcy and are indisputably bound by the plan.

8



Site Tech cannot now claim that it owns the patents, having previously disclosed in statements

that were relied on by parties to the bankruptcy that it sold the patents to Daniel Egger. See, e.g.,

In re Superior Crewboats, Inc., 374 F.3d 330, 335-36 (5th Cir. 2004) (holding that former

Chapter 7 debtors' personal injury claim was barred on judicial estoppel grounds, where debtors

failed to disclose the claim in schedules filed in the earlier bankruptcy proceedings). And

creditors cannot now seek to restore the patents to Site Tech's estate, having failed to raise any

objection to Site Tech's disclosures or to the plan of reorganization. Defendants' standing

argument would lead to the absurd result that no one has title to the patents.

2. SRA has not argued that the bankruptcy court can create new
property rights.

Defendants once again attack SRA's res judicata argument by mischaracterizing it. SRA

has not argued that the bankruptcy court can ''vest property rights that the debtor never owned."

The case of TM Patents, L.P. v. International Business Machines Corp., 121 F. Supp. 2d 349

(S.D.N.Y. 2000), does not counsel against the application of res judicata here. In that case, the

invention was conceived while the inventor was a student at MIT, and MIT elected to treat the

invention as having arisen under a government contract. Id. at 353-54. Because the inventor did

not obtain a government waiver before applying for the patent at issue, the defendant argued that

the inventor never acquired valid title. Id. at 357. The inventor assigned title to the patents to

Thinking Machines, which later went into bankruptcy. In those proceedings, the plaintiff paid

$27 million in creditor claims in exchange for title to the patents owned by Thinking Machines,

which purportedly included the patent at issue. Id. at 360.

The case stands for the unremarkable proposition that a bankruptcy court cannot pass to a

creditor property that the debtor does not own. Id. at 361. In TM Patents, unlike in this case, the
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plaintiffs' claim to title depended upon having been awarded title in the bankruptcy case.5 In this

case, SRA does not claim that the patents were in the bankruptcy estate or that the bankruptcy

court had jurisdiction to adjudicate title to them. To the contrary, SRA's position has

consistently been that the patents were held by Site Tech and sold and transferred to Egger

before bankruptcy, and that, assuming the patents were held by Site/Tech, they would not have

become property of the estate but would instead have remained in Site/Tech until the merger in

December of 2000.

Indeed, it is Defendants who have argued that the bankruptcy court can somehow vest

rights that the debtor did not own. Defendants' citation of TM Patents and its argument that the

bankruptcy court neither considered the patents nor had jurisdiction over them is inconsistent

with-and proves meritless-Defendants' argument that confirmation of the plan somehow

extinguished Egger's rights in the patents. If the bankruptcy court did not have jurisdiction and

could not vest new rights in the debtor, then it cannot have extinguished Egger's equitable title.

CONCLUSION

For the foregoing reasons, SRA respectfully requests that the Court deny Defendants'

suggestion to refer bankruptcy-related issues to the bankruptcy court and deny Defendants'

motion for leave to file another brief. 6

The court in TM Patents held that res judicata was inapplicable on the facts of the case.
The court reasoned that IBM's failure to raise the issue of ownership in the bankruptcy
proceeding was not fatal to its claim in the patent litigation, because IBM "could not have known
about a possibility of a defect in the title" during the bankruptcy proceedings. Id. at 363. In this
case, of course, the sale of the patent to Egger was disclosed along with the amount of
consideration paid, thus enabling a challenge on that basis.

6 In SRA's Sur-Response regarding standing, SRA wrote, "Egger has never controlled or
owned SRA, which was formed in 2006 . . . following the purchase of the patents by a third
party. Rather, SRA and its parent company paid over a million dollars to acquire the patents
from Egger and Software Rights Archive, Inc." (Pl.'s Sur-Resp., Docket No. 118, at 24.) In an
abundance of caution, SRA should clarify this statement. The patent negotiations between Egger
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