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V.

LG ELECTRONICS USA, INC,,

Defendant

CASE NO. 2:12cv-920JRG

MEMBER CASE

VANTAGE POINT TECHNOLOGY, INC,,
Plaintiff,

V.

SHARP ELECTRONICS CORP.,

Defendant

CASE NO. 2:13cv-993JRG

MEMBER CASE

MEMORANDUM OPINION AND ORDER

Before the Court are Defendamtgocera Communications, Inc.’s (“Kyoceja¥lotion to

Stay (Dkt. No. 181)which isjoined by Defendants Panasonic Corporation of North America

(“Panasonic”) (Dkt. No. 183), Amazon.com, Inc. (“Amazon”) (Dkt. No. 186), Huawei Device

USA Inc. and Futurewei TDhnologies, Inc. (“Huaweientities) (Dkt. No. 188), Sharp

Electronics Corporation (“Sharp”) (Dkt. No. 18@nd LG Electronics USA, Inc. (Dkt. No 190),

in addition to NEC Corporation of America’s (“NEC”) Motion to Stay (Dkt. No. 185)

(collectively, “Moving Defendants”). Plaintiff Vantage Point Technology, Inc. (“Vantage Point”
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or “Plaintiff”’) responded to all mainsin a single response (Dkt. No. 194). The Court sets forth
its opinion concerning all requests for relief in thisder For the reasons set forth beldwe
Court ORDERS that all claims against DefendanEC Corporation of America (Case No.
2:13cv-923), Kyocera Communications, Inc. (Case No. 2-317), and Huawei Device USA
Inc. and Futureweilechnologies Inc. (Case No. 2:£3-916) be transferred to the Northern
District of Californig ORDERS that some but not all of the claims (set forth in more detalil
below) against LG and Panasorbe transferredo the Northern District of California, and
otherwiseDENIES all Moving Defendants’ requests for a stay (Dkt. Nos. 181 & 185).
BACKGROUND

The Plaintiff Vantage Point filed a number of lawsuits in the Eastern DistrictxasTe
against two types of defendants: (1) companiesdbatignand manufature chipsetg“chipset
makers), and (2) companies that utilize chipsets in their produ€ishipset consumers”).
Vantage Point has alleged infringement of U.S. Patent No. 5,463,750 (“the '750 pateht”)
U.S. Patent No. 6,374,329 (“the '329 patent”).

The Court finds it relevant thaVantage Point filed suit againsthipset makers
Qualcomm Inc. (“Qualcomm”) (Case No. 2:23926), NVIDIA Corporation (“NVIDIA")
(Case No. 2:18v-924), Marvell Semiconductor, Inc. (“Marvell”) (Case No. 2rd3992),
Texas Instruments, Inc. (“Texas Instruments”) (Case No. -&H4R9), Freescale
Semicaonductor, Inc. (“Freescale”) (Case No. 2:48-913), and MediaTek USA, Inc.
(“MediaTek”) (Case No. 2:18v-991) (collectively, the thipsetmakers”) Vantag Point has
alleged that thesehipsetmakers directly infringe at least one claim of the '750 paten

Vantage Pointlgo filed suit against varioushipset consumersome of which design

and/or manufacture their own chipsets bubélivhich purchasechipsets fromat least one ahe
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above chipet makers The chipset consumergelevant to this Order include the Moving
Defendants and Apple, Inc. (“Apple”) (Case Nb13<cv-989. Vantage Point has alleged that
thesechipset onsumers also directly infringe at least one claim of the '750 patent.

In September of 2014, the Court transferred Apple to the Northern District of Galifor
Dkt. No. 24 in case 2:18v-989. Vantage Point theacquiesced in allowingertain other
defendantdo be transferred to the Northern District of California by way of an unopposed
motion. That transfemcluded chiget makers Qualcomm, NVIDIAand Marvell. However,
chipset makers Texas Instruments, Freescale, and MediaTek are still active defdrefants
this Court, along with all of the Moving Defendants.

All Moving Defendantshave requested stay based on theonsumersuit exception to
the traditional “firstto-file” rule. Each Moving Defendant alleges that it isrelga consumer of
achipsetmaker and thatas a resujteach Moving Defendant’s case should be stayed pending the
resolution ofits respectivechipset makers case The following table summarizegshe Moving

Defendantsallegedchipsetmakers and the location ofdke chipset mkers currently pending

case:
EDTX Defendant/ Location of ChipsetMaker’'s
ChipsetConsumer ChipsetMaker(s) Currently Pending Case

(1) Texas Instruments (1) Eastern District of Texas
Amazon .

(2) Freescale (2) Eastern District of Texas
Sharp MediaTek Eastern District of Texas
NEC Qualcomm Northern District of California
Kyocera Qualcomm Northern District of California
Huawei entities Qualcomm Northern District of California




(1) Qualcomm (1) Northern District of California

LG (2) NVIDIA (2) Northern District of California
(3) Texas Instruments (3) Eastern District of Texas
. (1) Marvell (1) Northern District of California
Panasonic

(2) Texas Instruments (2) Eastern District of Texas

As the abovedable shows,Amazon and Sharp both uskipsetmakersthat havecurrent
cases against Vantage Point pending in the Eastern District of TBM&S, Kyocerg and the
Huawei entitieson the other han@jl use one chigetmaker (Qualcomm) that has a currease
against Vantage Poipending in the Northern District of Californid&inally, LG and Panasonic
each use two or more clsgtmakers, some of which have pending cases in the Northern District
of California and some of which have pending cases in the Eastern Districtasf Te

The Court held a hearing concerning the pending motions to stay on December 18, 2014.
Freescale, MediaTek, NE@he Huaweientities, Kyocera, Samsung, Panasonic, Amazon, and
LG, along with the Plaintiffwere present and represented at the hearing.

APPLICABLE LAW

Eachof the Moving Defendastrequestsa stay under the consuragrit exception to the
first-to-file rule. “The customer suit exception is an exception to the general rule that favors the
forum of the firstfiled action.” Tegic Commc'ns Corp. v. Bd. of Regents of Univ. of 3.
458 F.3d 1335, 1343 (Fed. Cir. 20d86jting Kerotest Mfg. Co. v. €0-Two Fire Equip. Co,
342 U.S. 180, 18%1952). The ‘primary questiohunder this exceptioni$ whether the issues
and parties are such that the disposition of one case would be dispositive of tlie iK¢terv.
Lear Siegler, InG.909 F.2d 1459, 1463 (Fed. CIr990) Although in certain circumstancdse
consumersuit exception magtill apply if “additional issuesare lefturresolved by te second

filed action, the key is whether “resolution of the major issues bégfbed court including
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patent infringemet [and] patent validity . .will resolve thae issues as to [the] customer$d:
at 1464.

The Federal Circuit suggests thhé followingthree factors are probative of whether or
not it would be more efficient to proceed with the seefiled action beforethe firstfiled
action: (1) whether the consumers in the {ilsd action are mere resellers of products
manufactured by the party in the secdited action; (2) whether the consumanghe firstfiled
actionhave agreed to be bound by any decision in the sededdaction and (3) whether the
manufacturers in the secofitkd action are the only source of the allegedly infringing activity or
product. Tegic Comma'ns Corp, 458 F.3d at 1333 However, the Court does not apply the
factors in a “mechanical” or “precisghannerand instead adopts a “flexible approach” in order
to assess whether judicial resoureal be saved. In re Google No. 14147, at 7 (Fed. Cir.
2014) (nonprecedential opinion).

DISCUSSION

The Court divides the Moving Defendants into three groups basethan factual
similarities The Amazon and Shagefendants are addressed firddlEC, Kyocera, andhe
Huawei entitiesare addressed second. The LG and Panasonic defendants are addressed third.

l. Amazon and Sharp Defendants

The Court begins by analyzing the claims of Amazon and Sharp, both of which are
alleged consumers with manufactsrénat onlyhave pending cases the Eastern District of
Texas. The factual scenario surroundimgmazoris and Sharp requestsfor a stayare
substantially similar to each othfer this reason

Amazon and Sharp request a stay based on the consuihekception even though the

facts of their respectiveases do not fall under the classansumersuit exception for at least
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two reasons. First, there is no “seconfiled” case in a different forum. Instead, both the
consumer and manufacturer have pending cases in the same doditthose cases have been
consolidated for all pretrialmatters Consolidating cases for pretrial atters furthers
convenience and economy in administratiddeeFed. R. Civ. P. 42(a) (outlining procedures,
including consolidation, to avoid unnecessary cost or desag);also Johnson v. Manhattan Ry.
Co, 289 U.S. 479, 496 (1933)[C] onsolidation ispermitted as a matter of convenience and
economy in administratiot) Therefore the act of consolidati@ulvanceghe very sameoals
that the consumesuit exception seeks to advangedicial efficiency. Tegic Commc'ns Corp. v.
Bd. of Regents of Unief Tex.Sys, 458 F.3d 1335, 1343 (Fed. Cir. 2006).

At the hearing held on December 18, 2014, the Court expressed a willingness to allow the
chipsetmakess’ case to go to trial before thehipsetconsumerstasa. The Court believes that
consolidation of these cases plus a directive on the timing of trial dates appige &flexible
approach’that results in Substantial savings of litigation resource$n re Google No. 14-147,
at 7 (Fed. Cir. 204 To the extenthatissues are reolved by thechipset makerstase, the
parties resources will not beeedlessly duplicateduring the trial of thechipset consumers’
casa, and judicial efficiency is advanced

Second, Amazon and Sharp have not agreed to be bound by the findinggist tinial.
SeeDkt. No. 186 at 3. Instead, Amazon and Sharp have only agreed to be bound by findings
made “regarding the technical operation of the” chipskts This “agreement” does not, on its
face, suggest thatresolution ofthe case againghe chipset makeisonstitutes a resolution afl
major issues against Amazon and Shé&pvingonly “additional issues” to be litigated the
chipset consumer’s trial For example, the Federal Circuit has explicitly stated thaajdr

issues “include[] patent infringement [angjatent validity’ Katz v. Lear Siegler, Inc909 F.2d
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1459, 1464 Fed. Cir. 1990). Amazon and Sharp, howeliare notdisclaimedtheir respective
rights to relitigate issues of walidity. In fact, when pressed at the December 18th hearing, no
party agreed to be bound by a finding of patent validity. As a resultptimedry questiohof
“whetherthe issues and parties are such that the disposition of one case would be disgositive
the other” has notden answered in the affirmativéd. at 1463 As a resultthe consumesuit
exception to the firste-file rule is not warrantetbr Amazon and Sharp.

With the Court’s announced directivat thechipsetmakess’ cases will proceed to trial
first, the CourtDENIES Amazon’s and Sharp’s requests for a Motion to Stay (Dkt. No. 186 &
189).

I. NEC, Kyocera, and Huawei Entities

Next, the Court examines the meritsNEC, Kyocerg andtheHuawei entities’ motions.
These Defendants are similarly situated in that each uses Qualcomm asset omgier.
Vantage Point allowed Qualcomm’s case to be transferred to the Northénot DisCalifornia
by way of an unopposed motiorAccordingto NEC, Kyocera, and the Huawei entities, this
transfer means that “Kyocera [and the others] must now respond to allegations ocgneerni
device it does not design and does not fully understand, while the party that designed and
understands that devicesponds to the exact same allegations in @aeay court.” Dkt. No.

181 at 1.

Despite this contention, the Coatsonotes that the facts of these cases do not fall under
the tralitional applicatiorof the consumesuit exception.SeeSpread Spectrum Screening LLC
v. Eastman Kodak Co657 F.3d 1349, 1358 (Fed. Cir. 201(t¢jecting application of the
consumersuit exception “[bgcause[the manufacturdr did not file a separate declaratory

judgment action againgthe Plaintiff]” in a different forumh. Here the manufacturer(chipset
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maker)did not file asepaate declaratory judgment actiomstead, the chipset maker’'s case was
merely transferred However, the Court believes that the general theory supporting the
consumersuit exception applies in this limited circumstarmeel to the facts of this particular
case Accordingly, the Court will analyze whether the principles and factors that guide the Court
under the consumesuit exception apply to the facts of tluase. As shown below, th€ourt

finds they do not.

First, the Court determines whether NEHGjocerg and the Huaweentitiesare “mere
resellers” of an infringing product. These similarly situated defendagtee ahat they are
“reseller[s] because [their]hpnes include Qualcomm devicesDkt. No. 181 at 5.Reasoning
that their liability is “based entirely on Vantage Point’s allegations againsicQum,” these
defendants believe th#dtey meet this first factorld. Vantage Point, on the other hand, &gu
that NEC,Kyocerg and the Huaweentitiesare not mere resellers. Dkt. No. 194 at 3. Vantage
Point argues that although these defendants all incogpohapsets made by Qualcomm|st
NEC'’s, Kyocerads, and the Huawei entitiegse of itsendproduds (e.g., phones and tabletlpat
directly infringe the '750 patentnot merely the chipsetd.

The Court is persuaded that NBGjocerg and the Huawei entities are rsdanply mere
resellers of the chipsetdAs Vantage Poinhotes it is these defend#s) allegedactions beyond
reselling—for example,the action of testing the chipsetshat allegedlyinfringesthe method
claims of the 750 patent. At the December 18th hearingyoceraagreedwith the Court’s
assessmentWhen asked if a finding of infrgement against Qualcomm would also constitute a
finding of infringement againdyocerg Kyocerasaid it would not. Kyoceramaintained that
Vantage Point would stilheedto proveadditional elements, includin@or example)whether

Kyoceratested the dpsets,to establish liability for infringement againsyocera This was true
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even if liability against Qualcomm was already established. In othersywydceraadmitted

that—despitecontrary statements in its motierKyoceras liability is not “based entirely on
Vantage Point’s allegations against QualcainmDkt. No. 181 at 5. Accordingly, NEC,

Kyocera, and the Huawei entitiase not mere resellers in tbedinarysense.SeeKatz v. Lear
Siegler, Inc. 909 F.2d 1459, 1464Fed. Cir. 1990)(holding thatthe resolution of patent
infringementin both caseds a major issue that should be required for the consamer
exception to apply).

Second, the Court must determine whether NEgocerg and the Huaweentities
agreed to be bound byeloutcome of the Qualcomm litigatio\s with the Amazon and Sharp
defendantsthe Court is wholly unpersuaded that NE@pcerg and the Huawei entities agreed
to be bound by that outcomeThe “agreement” put forth ifkKyocerds motion to stay is
insufficient under the consumsuit exception. Kyocera (as well as NEC and the Huawel
entities) state that they agree to be botredarding the technical operation of the” Qualcomm
chipsets. Dkt. No. 186 at 3. This statement is not an agreement to be bound by the outcome of
the litigation. The “major issu€sto be resolved by a patent infringement suit must include
patentvalidity and infringement liability.Katz v. Lear Siegler, Inc909 F.2d 1459, 146@ed.

Cir. 1990) As noted earliemeither ofthese defendants have agreed to be bound by a finding of
validity nor a finding of infringement. When a party reserves the right-titigate two of the

most important issues in a patent litigation dispute, the “primary questiéwhetherthe issues
andparties are such that the disposition of one case would be dispositive of the other” has not
been answeredffirmatively. Id. at 1463 This Courtfinds that the consumesuit exception

does not applas to NEC, Kyocera, and the Huawei entities
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Having determined that neither the first nor second probative factor ssighert
application of the consumsuit exception, th€ourt notes that Vantage Pothot the current
defendants—put these parties itmeir current predicamebly agreeing tdransferQualcomm, the
chipsetmaker, out of the caserhis is significant. By doing this, Vantage Poimicreasedhe
amount ofjudicial resources that will be necessary to resolveitalldisputesagainst these
defendants.

In an effort to offset tis likely increasen the use of judicial resources, the Cdaltes a
“flexible approach” andORDERS that the entire case against NEC Corporation of America
(Case No. 2:1:8v-923), Kyocera Communications, Inc. (Case No. 24317), and Huawel
Device USA Inc. and #urewei Technologies Inc. (Case No. 2cl3916) be transferred to the
Northern District of California. All courts must increasingly strive for greater judicial
efficiencies if the public’s rights are to be adjudicated prompthe maxim that “justice
delayed is justice denied” is no less true today than when it was first utiese@hief Justice
Warren E. Burger pointed out in an address to the American Bar Association in 1970:

A sense of confidence in the courts is essential to maintain the fabric oédrder

liberty for a free peopleand three things cid destroy that confidence and do

incalculalle damage to societyhat people come to believe thaefficiencyand
delaywill drain even a just judgment of its vajubat people who have long been
exploited in the smaller transactions of daily life comebébieve that courts

cannot vindicateheir legal rights fronfraudand ovefreaching that peopleeome

to believe the law-in the larger sense-cannotfulfill its primary function to

protect them andheir families intheir homes, atheir work, and on the public
streets.

Warren E. Burger,What s Wrong with the Courts: fie Chief Justice Speaks QuUtU.S. News &
World Report(Vol. 69, No. 8, Aug. 24, 1970) 68, 71 (address to American Bar Association

meeting, Aug. 10, 197@emphasis added)
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II. LG and Panasonic Defendants

The Court now reaches the movexing issue surrounding the LG and Panasonic
defendants. Panasonic is accused of purchasing chipsets from twcseatmpakers: Texas
Instruments and Marvell. Texas Instrument’s case is still pending in ster&eDistrict of
Texas while Marvell's case was transferred to the Northern District of Caldior LG is
accused of purchasing chipsets from three sgtimakers: Qualcomm, whose case is in the
Northern District of California; NVIDIA, whose case is also in the Northeistridt of
California,and Texas Instruments, whose casemainspending in the Eastern District of Texas.

The analysis of the probatiVactors discussed earlier does not change for either of these
two defendants. LG and Panasonic are “nugre resellers’for the same reaserthat NEC,
Kyocera, and the Huawei entities were not “mere resgllargl their agreement to be bound by
the techrcal operation idikewise insufficient. Dkt. No. 183 at 6. Nevertheless, the Court still
believes thatconsiderations ofudicial efficiency should govern the Court’s actions and that
greater efficiencyxan be gained by severing and transferring portions of these cases.

Panasonic contends that Vantage Point's allegations hinge on the operation of two
chipsets incorporated into two of its tablets. One tablet, the ToughPBd, Jiicorporates a
Texas Instrument chipset, while the other tablet, the ToughPeaal kRi5es a Marvell chipset.
The Court believes thatchclaims can beeasonablysevered along these linegccordingly,
the Courtagaintakes a flexible approach af@RDERS that Vantage Poiid claims against
Panasonic be severed into twetdict cases, one wih alleges infringement of engroducts
utilizing the Marvell chipset and one wh alleges infringement of engroducts utilizing the
Texas Instrument chipset. The Court furtl@RDERS, post this severancéhat the case

involving the products incorporating the Marvell chipset be transferred to thiadéYo District
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of California. The Clerk of this Court is directed to accomplish the severanceaastet as
ordered above. The severed disputes involving Panasonic’s end products utilizirgptiteddi
Texas Instruments chipsets shall be retained before this Court and any regaestaly as to
such claims iDENIED. The Court, consistent with its prior directives, advibe parties that
Vantage Point’s claims against Texas Instruments will be adjudicated befockaitins against
Panasonic are put to trial.

LG is in a similar situation. Vantage Point alleges infringement of LG’speaducts
that incorporate Qualcomm,\WDIA, and Texas Instrument chipsets. Accordingly, the Court
ORDERS that Vantage Poiid claims against LG be sewed into two distinct cases, envhich
alleges infringement of emgroducts utilizingchipsets produced by Qualcomm or NVIDIA and
another wich alleges infringement of engroducts utilizing Texas Instrument chipgsetThe
Court furtherORDERS that LG’s case involving the Qualcomm ardVIDIA chipsets be
transferred to the Northern District of California. The Clerk of this Court isctlid to
accomplish the severance and transfer as ordered above. The severed disputes inv@ving LG
end products utilizing the disputed Texas Instruments chipsets shall be retaorediniefCourt
and any request for a stay as to such clainBEBIIED. The Cout, consistent with its prior
directives, advisethe parties that Vantage Point’s claims against Texas Instruments will be
adjudicated before the claims against LG are put to trial.

CONCLUSION

The Court finds that these cases fallside the consumauit exception to the firsto-
file rule. Accordingly, the relief soughh all parties’ motions angbinder in motions to stay is
uniformly DENIED, with theexpress directivéhat the chipetmakers will proceed to trial first

in the Eastern District of TexasThe Court also finds that despite the inapplicabibtythe
13



consumersuit exceptionjudicial efficiencycannevertheless be increasedtlgnsferringparties
with common claimsto the same court. For this reason, somef the parties claims are

transferredas specifiedn more detail above.

So ORDERED and SIGNED this 6th day of January, 2015.

RODNEY GILiiFRAM

UNITED STATES DISTRICT JUDGE
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