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INTHE UNITED STATESDISTRICT COURT
FOR THE EASTERN DISTRICT OF TEXAS
MARSHALL DIVISION

PARTHENON UNIFIED MEMORY
ARTCHITECTURE LLC

Plaintiff,
V- Case No. 2:14v-00690RSP

HTC CORPORATION & HTC
AMERICA, INC.,

Defendans.
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MEMORANDUM ORDER

Pending before the Court is the Joint Motion to Stay by Defendants HTC Corporation,
HTC America, Inc.(*HTC”), LG Electronics, Inc. and LG Electronics U.S.Anc. (“LG”)
(collectively, “Defendants”) (Dkt. No 197.) The Courhavingconsidered the argumenfiads
thatstaying the caspending the conclusion after parties review/IPR”) is outweighed bythe
cost of additional delay.

PROCEDURAL BACKGROUND

On June 12, 201&laintiff Parthenon Unified Memory Architectutd.C (“Parthenon”)
assertedU.S. Patent Nos. 5,812,789; 5,960,464; 7,321,368 7,54240b;7,777,753gainst
Defendants(Dkt. No. 197 at 3, Dkt. No. 203 at Parthenorservedinfringement contentions
on September 29, 2014nd Defendants servealvalidity contentiols on November 25, 2014.
(Dkt. No. 203 at 23.) The Courtheld aclaim constructiorhearingon June 5, 201%nd issued a
Markmanorder on July 30, 2015. (Dkt. No. 155).

On June 24, 2015,ne year after being servewith Parthenon’s complainDefendants
filed IPR petitionschallengingthe validity of the '368 patent, ‘045 patent, and 753 patent. (Dkt.

No. 197 at 1.)The Patent Trial and Appeals Board (“PTAB”) instituted IPR on all asserted
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claims in the '368 patenall asserted claims in the '045 patent, and claisid the '753 paten
on January 6, 2016. (Dkt. No. 197 at The PTAB did not institute IPR on claimsIO and 12
of the '753 patent. (Dkt. No. 203 a}.4HTC and LG did not fildPR petitions challeging the
validity of the 789 patent and the 464 pate@n September 22, 201%reemonths after HTC
and LG filed IPR petitions challenging threé the five asserted patent#hird-party Samsung
Electronics Co., Ltd(*"Samsung”)filed IPR petitions challenging the twemainingasserted
patents. (Dkt. No. 197 at 1).
APPLICABLE LAW

“District courts typically consider three factors when determining whéthgrant a stay
pending inter partes review of a patent in suit: (1) whether the stay will undjiydjze the
nonmoving party, (2) whether the proceedings before the court have reached an advanced stage
including whether discovery is complete and a trial date has been set, and (3) Wieetiay t
will likely result in simplifying the case before tlwurt.” NFC Techs. LLC v. HTC Am., Inc.
Case No. 2:1&V-1058WCB, 2015 WL 1069111, at *2 (E.D. Tex. Mar. 11, 20@By)yson, J.)
“Based onth[ese]factors, courts determirjd] the benefits of a stay outweigh the inherent costs
of postponing resolution of the litigationld. The party seeking a stajust showthatthe stay
should be grantedsee Clinton v. Jone$20 U.S. 681, 707 (1997) (“The proponent of a stay
bears the burden of establishing its n8ed.

ANALYSIS

A. Undue pregudice.

Defendants contend this factor favors a stay. They #tat¢l) Parthenon did not move
for a preliminaryinjunction, (2) Parthenon is nonpracticing entity and will not suffer

irreparable Brm, and (3)Defendants‘acted expeditiously in filing the IPRs.” (Dkt. No—8).



Defendants further assert a stay has the benefit of “avoiding potent@diydiscovery.” (Dkt.
No. 197 at 9).

Parthenon argues this factor disfavors a stay. Parthenon asserts Defendants baen
diligent because thewaited “six months after[they] served[their] supplemental invalidity
contentions to file [their] first wave oPR petitions.” (Dkt. No. 203 at)6 Parthenon contends
“[a] stay pending the outcome of the IPRs risks the loss of evitddremause some of the
accused devices hagsecebeen discontinuedDkt. No. 203 at R Parthenoriinally claimsthat
patentlicensing is itamain businesandthat itwould be prejudiced thecase were to bstayed.
(Dkt. No. 203 at 10).

The Court finds this factor disfavors a stagcause Defendanthd notfile thar IPRs
expeditiouslyand are most likely seekinga stayto gain a tactical advantagever Parthenan
Secton 315 of thePatent Actsays “inter partes review may not be instituted if the petition
requesting the proceeding is filed more than 1 year afteddlte on which the petitioner ..is
served with a complaint... ” 35 U.S.C. § 315(b)Defendantdiled three IPRpetitions on June
24, 2015the lastdayof the “1 year” periodinderwhich Defendantsverepermittedto file IPRs.
(Dkt. No. 203 at % Defendantsoffer no reasonfor filing their IPRs onthe lastday As
Parthenorpoints out, Defendantdentifiedrelevantprior artat leassix months beforéhey filed
their IPRs when they served threinfringement contentionsn Decemberl9, 2014 (Dkt. No.
203 at 3, 6).

Indeed, his case presentgg@odexample of whyfiling IPRs nearthe end of the ongear
period tends to prejudice the noroving party Parthenon filed this case nearly two years ago
with trial first set for Decerber 14, 2015. (Dkt. No. 43 a}.IThe casavascontinuedto October

3, 2016because Parthenon waisableto obtaindiscovery froncritical third-parties. The parties



cannot disputehat neither sidecausedthe delays andthat discoveryhas beerdelayedbecause
Parthenon has been unabbeobtaininformation from third-partieswithout Court intervention
See(Dkt. No. 135 at 2 (“The parties did not delay in seeking this information. Therties
diligently served subpoenas on Qualcomm well before the close of discovery in #i$ cas
(emphasis added)Dkt. No. 203 at 3 (“[DJiscovery in this case has beeamontenious as
evidenced by motion practice between the parties, both sides are currentiinfindheir
discovery efforts in advance of next month’s discovery deadline.”).

Thus, fad Defendants filedher IPR petitionsbefore the lastday allowed under the
statute both partiesmight have been spared somef the burdens of discoveryee, e.g.
Intellectual Ventures Il LLC v. BITCO Gen. Ins. Cofpase No6:15¢v-59-JRG, Dkt. No. 145,
at *5 (E.D. Tex. May 12, 2016) (“[Defendants] filed their petition for inter paidggew of the
'555 Patent less than six months after Plaintiff amended its complaiftéPTAB could have
issuedits IPR institution decisionsat an earlier stage in the caaed the Courtcould have
consideredthis motion to stay in the midst of a contentiousdiscovery period However,
Parthenon has completed or nearly compléteanost difficult parts of discoverySee(Dkt. No.
203 at 3 (stating thirdparties have produced documents and canmgently reviewing source
codg. At this point, he Court findghatstaying the caseill delay a resolutioron themeritsand
require Parthenon to warehouse discovesultsthat it diligently worked withthird-partiesfor
months to collect.

Beyond the tactical prejudide Parthenonthe Court noteshatfive asserteatlaimsare
notin IPR andthe PTABhasdismissedthe IPRs pending against the '789 patent and the '464
patent See IPR2015-01944 Paper No. 12; IPR201%194, Paper No. 12A stay would

prejudiceParthenots right to assertthe unchallenged claimasnd wouldprejudiceParthenon’s



right to conducits business. “A couts have recognized, plaintifigill suffer some prejuide
from a stay, due to... the postility of necessary witnesses’ memories fadingifild negative
impact on their ability tdicense the paternis-suit.” Intellectual Ventures | LLC v. Toshiba
Corp.,No. Civ. 13453 SLR/SRF, 2015 WL 3773779, at *2 (D. Del. May 15, 2015) (quotation
omitted). Thatconcern carries weiglierebecauseeveralof the“accused products have [] been
discontinued and portions of [Parthenon’s] evidentiary proof are from-lamg source code
that may no longer be available” at the end lgfrgthystay. (Dkt. No. 207 at 3).

Finally, the Court notes th&efendantsimotion to stay restsartlyon IPR pétions filed
by third-party SamsungUndernormalcircumstancedf the claimschallengedoy Samsungvere
not cancelledin IPR Defendantsvould beallowed toreurge the same validity challenges in
District Court Defendantsare allowed toreurge the samevalidity challengesas Samsung
because Defendanése not‘petitioners” underthe Patent ActSee35 U.S.C.8 315(e) (‘The
petitioner in an inter partes review of a claim in a patent under this chapter that results in a
final written decision .. . mg not asserf] in a civil action. . .that the claim is invalid on any
groundthat the petitioner raised or reasonably could have raised during that inter partes
review”) (emphasis added).

Defendantsaddress thisnefficiency by “agree[ing] to be bound by the results of the
second set of IPR® the extent Samsung may be bound.” (Dkt. No. 205;gDkt. No. 197 at
12 n.7). Somecourtshave foundheseagreementso weigh in favor ofa stay becausevenif the
challengecclaims are notancelledthe validity casen District Courtwould still be simplified
The defendasstin thosecircumstancewould bebarredfrom raising the validitychallengeghat
were addresseor could have been addresdmdin IPR SeePersonalweb Tech., LLC v. Google

Inc., Case N0.5:13CV-01317EJD, 2014 WL 4100743, at *5 (N.D. Cal. Aug. 20, 2014ge



alsoPi-Net Int’l, Inc. v. Focus Bus. Bankase No. €12-4958 PSG2013 WL 5513333, at *2
(N.D. Cal. Oct. 3, 2013).

The Court, howeverfinds thetiming of the agreement in this caseiggestst is a
maneuvero gain atacticaladvantagen the litigation Defendants are seekingdelay the case
based orlPRsfiled three monthafter the“l year” period undewhich Defendants could have
filed their ownlIPRs. See35 U.S.C.8§ 315(b).Granting a stay based on I®fled outside of the
“1 year” period runs counter to the purpose of “the matt review procegsvhich] is to enable
early challenges to patents, while still protecting the rights of inverdoid patent owners
against new patent challenges unbounded in time and scope.” H.R. Rep. 198, pL21, at 44
48 (2011).When Defendants did not file petitions challenging the asserted patents wahin t
year” period, Parthenon was entitléd anticpate defendng its patents in District CourtSee
H.R. Rep. No. 1138, pt. 1, at 48 (2011) (“[T]he changes made by [the committee] are not to be
used as tools for harassment or a means to prevent market entry through refjpgstted And
administrativeattacks on the validity of a patent. Doing so would frustrate the purpose of the
section as providing quick and cost effective alternatives to litigation.”).

B. Simplifying the case.

Defendants contend a stay will simplify the case regardless of thenwitof the IPR.
Theystatethat if the PTABcancelsall of the asserted claims, “this case will be ovet ahother
co-pending cases that [Parthenon] has filed will be o@kt. No. 197 at 1)1l Defendantsiote
that“if the PTAB rejects or amends some of the claims, the case will be simplifiedseeiteu
original claims will no longer be at issue in the litigatian.” (Dkt. No. 197 at 11 Defendants

finally statethat“if the PTAB confirms all of the claims, HF and LG may be estopped from



asserting invalidity ‘on any grounds that were raised or reasonably could haveiseeduring
that[IPR].” (Dkt. No. 197 at 11-12).

Parthenon respondig arguing that a stawill not simplify the case. It assertise PTAB
has twice rejectedinvalidity challengesas to five asserted claims aniPR has not been
instituted with respect to two of the asserted patents.” (Dkt. No. 20Y. &a#henorfurther
asserta stay will not simplify the cadeecauséDefendants [have] ‘overstate[d] the importance
of the estoppel rules,” since [the] PTAB’s decision is still subject to appetie Federal
Circuit.” (Dkt. No. 207 at 4).

The Court findghis factorweighs againsa gay. IPRs are not pending as tové asserted
claimsandthe PTAB hasincedismis&d thetwo IPRsfiled by SamsungThese circumstances
cutagainst sstaybecausao IPRs are pending against half of the asserted ciaiths case
C. Advanced stage.

Defendants assert this factor favors a stay bedhesmse is still ints early stags. See
(Dkt. No. 197 at 1B Defendantgontend that this cags inthe early stages becauseurts have
stayed casei® similar circumstancei the past. $eeDkt. No. 197 at 1314). Parthenoasserts
this case is in its advanced stages because the Court has issued a claintioarstiec and the
parties have engaged in discovery “includjreyiewing] source code from thdrparties.” (Dkt.
No. 203 at 14).

The Court finds this factor is neat as to a stayThe deadlines the Court considers
important include thoséor fact discovery, expert discovergndfiling dispositive motios and
motiors to strike The Court also considenmiportant thestage of the case in view pfactical
milestonessuch aghe amount ofdiscoveryandtrial preparatiorthat has been completed. The

Court findsthe deadline forfact discovery cuts against a stay becabselose of discoverys



imminent The Court finds the deadline for expert discovery @iy motions are neutral
Those deadlineare approachingut are still a month away. Finallythe Court finds the other
practicalmilestonesare neutrabecauseeither side is likely to have begun preparingdarial
but significant discovery has been coetpt In sum, the cassits at astage where the costs and
benefits of a stay are equal.
CONCLUSION

The Court findghat Defendants have not shown that arfythe factors favarof a stay.
See Clinton v. Jone$20 U.S. 681, 707 (1997) (“The proponent cftay bears the burden of
establishing its neef. Therefore, the Joint Motion to Stay by Defendants HTC Corporation,
HTC America, Inc., LG Electronics, Inc. and LG Electronics U.S.A., In&t.(Dlo. 197) is

DENIED.

SIGNED this 16th day of June, 2016.
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ROY S. PAYNE
UNITED STATES MAGISTRATE JUDGE




