Packet Intelligence LLC v. NetScout Systems, Inc. et al Doc. 337

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

PACKET INTELLIGENCELLC,
Plaintiff,

V.
CIVIL ACTION NO. 2:16-CV-00230-JRG
NETSCOUT SYSTEMS, INC,,
TEKTRONIX COMMUNICATIONS,
TEKTRONIX TEXAS, LLC,

w W W W W W W W W W

Defendants.

MEMORANDUM OPINION AND ORDER

Before the Court is Plaintiff Packet Intelligence LLCMotion for A Finding of
Exceptional Case and Award of Attorneys’ Fees (the “Motion”). (Dkt. No. 309.yvinga
considered thériefing, caserecord, andelevant authorities, the Court is of the opinion that
Motion should be and herelsyDENIED for the reasons set forth herein

I. BACKGROUND

Packet Intelligence LLC (“PI")sued Defendants NetScout Systems, Inc., Tektronix
Communications, and Tektronix Texas, LLC (collectively “NetScout”) for patégnhgement on
March 15, 2016. (Dkt. No. 1.P alleged that NetScout willfully infringed Claims 10 anddif7
U.S. Patent No. 6,665,725; Claims 1 and 5 of U.S. Patent No. 6,839,751; and Claims 19 and 20 of
U.S. Patent No. 6,954,789 (collectively the “Asserted ClairhgTl.) NetScout asserted several
defenses, including invalidity under 35 U.S.C. 88 101, 102, 103, andaillige to properly name

all inventors under 35 U.S.C.1®2(f); inequitable condugand unclean hands. (Dkt. No. 205 at

11n the complaint, Pl also alleged infringement of U.S. Patent Nos. 6,771,646 and 6,651,099, but
dropped those patents before trial. (Dkt. No. 232.)
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9-11.) The casgroceededo trial and the jury returned a verdict in favor of PI, finding that the
Asserted Claims were willfully infringed, none of the Asserted Claims were invalid, and that PI
was entitled to damages the amount of $5.75 million as a running royalty. (Dkt. No. 237.)
Following submission of the evidence to the jury, the Court conducted a bench triahas to
equitable issueand concluded that NetScout had failed to show Rivatclaims were barred
underthe doctrines of either unclean hands or inequitable conduct. (Dkt. Nos3G%12,The
Court entered final judgment on September 7, 2018 designating Pl as the prevailing party. (Dkt.
No. 307at 2) PI now moves for a finding of exceptionality and attorneys’ fees under 35
U.S.C.§285. (Dkt. No. 309.)
[I. LEGAL STANDARD

A district court*mayaward reasonablgtorney fees to the prevailing pdrifthe case is
“exceptional.”35 U.S.C. § 285A case is “exceptional” if itstands out from others with respect
to the substantive strength of a party’s litigating position (considering both the govemiagda
the facts of the case) or the unreasonable manner in which the case was litiQet@ue'Fitness,
LLC v. ICON Health & Fitness, Inc., 572 U.S. 545, 554 (201L49ee also Whirlpool Corp. v. TST
Water, LLC, No. 2:15cv-01528, 2018 WL 1536874, at *11 (E.D. Tex. Mar. 29, 2018)
(“Accordingly, the proper scope of the exceptionality inquiry is the whole of patentiditiga
the actions of the defendant are to be compared relative to the ordinary patetonlitig
defendant). Whether a case is exceptionswithin the sound discretion of the district court.
Highmark Inc. v. Allcare Health Mgmt. Sys., Inc., 572 U.S. 559, 564 (2014) (“For reasons we
explain inOctane, the determination whether a case is @ptonal’ under § 285 is a matter of

discretion.”).



Factors that may support a finding of exceptionality include, but are not limit&uolaimb,
faith litigation, objectively unreasonable positions, inequitable conduct before ttemt[Rad
Trademark Offte], litigation misconduct, and (in the case of an accused infringer) willful
infringement. Sragent, LLC v. Intel Corp., No. 6:1%cv-421, 2014 WL 6756304, at *3 (E.D. Tex.
Aug. 6, 2014) (Dyk, J., sitting by designatioljowever, “the mere fact thatehosing party made
a losing argument is not a relevant consideratidd. at *4. The Supreme Court did not intend
the “totality of the circumstances standard [to be] . . . an invitation [for] ehit sink’ approach
where the prevailing party questions each argument and action of the losing party in an effort to
secure attorney'’s feesld. at *3. “[R]ather, the focus must be on arguments that were frivolous
or made in bad faith.’ld. at *4.

Significantly, sanctionable conduct does not automatically warrant a finding of
exceptionality. Octane, 572 U.S. at 556. “[A] district court may award fees in the rare case in
which a party’s unreasonable conddethile not necessarily independently sanctionakte
noneheless so ‘exceptional’ as to justify an award of feed.” For example, “a case presenting
either subjective bad faith or exceptionally meritless claims may sufficientitsel apart from
mine-run cases to warrant a fee awardld. Litigants mugsestablish their entittement to attorney
fees by a preponderance of the evider@etane, 572 U.S. at 557.

Lastly, & recognized by the Supreme Court, it is “the district court . . . that lives with the
case over a long period of time” and as suchbéter positioned to decide if the case is [truly]

exceptional.” Highmark Inc. v. Allcare Health Mgmt. Sys., Inc., 572 U.S. 559, 564 (2014).



[1l. DISCUSSION

Pl moves for attorneys’ fees on two grounds: (1) NetScout pursued exceptionallgsaerit
litigation positions before, during, and after trial; and (2) NetScout litigatedctse in an
unreasonable manner. (Dkt. No. 309.)

Pl assertghat attorneys’ fees are warranted because NetScout's defenses had no basis in
law or fact. Specifically, PI argas that NetScout submitted no evidence to support its inventorship
and inequitable conduct defenses; withdrew a failed license defense in resporssumpmiary
judgment motion; filed frivolous motions limine; and pursued a meritless pasal motionunder
Section 101, along with a litany of other objectively unreasonable cofduct.

Pl also alleges that NetScout’s litigation conduct “unreasomabliiplied proceedings.”

(Id. at 2.) For instance\letScout failed to produce core technical documdirtancials, and
source code in a timely mannaursuant to the local rulesThese repeated delays required Pl to
seek the Court’s intervention, engagenmltiple source code review sessions, and conduct
additionalRule 30(b)(6) depositionsPI also arges that NetScout asserted “more than 95 prior
art references” that “contained approximately 4,000 pages of charts” along witlXiapgely

8,500 additional pages of charted prior art references taken from two earlier\ast®e same
patents, but utimatelyreliedon only one referencatrial. (Id. at 14-15) According to PI, such
conduct forced the parties to engage in “prolonged and unnecessary litigation” and “supports a

exceptional case finding.”ld. at 15.)

2 These include: (1ppposing amotion for anongoing running royalty because “the jury’s awésdfficiently
compensated PI for past and future infringement™ “even though the jurydictvdorm specifically indicated it
awarded a running royalty;” and (2) opposing PI's motion fofjpdgment interest “entirely-even though-as the
Court noted, whegranting the motion, that Pl ‘makes its request from a position of pratt@ldstrengti’ (Dkt.
No. 309 at 812.)

4



PI's Motion is best describeas takingwhat Judge Dyk referred to #ge “kitchen sink”
approach Sragent, 2014 WL 6756304, at *3. This approdalgelyfaults NetScout for making
losing argumentsHowever, as one court succinctly put it: “[e]Jvery case will have a loser” and
whether a case is exceptional will depend on whether it “stands out from the otHeks.”
(summarizing caselaw pe€ictane). Pl has failed tonake an adequate showing that NetScout'’s
conduct stands out-or examplePl makes much of the fact that this Caanlbpted its proposed
findings of fact and conclusions of laand that those findings stateat NetScout presented no
evidence of intent to deceive or materiatitysupport its inequitable conduct defeng®kt. No.

309 at 35.) However, NetScout did present evidence on those elements. (Dkt. No. 296
(NetScout’s Proposed Findings of Fact and Conclusions of Law).) The Court simply found such
evidence unpersuasiv8imilarly, Pl claims that NetScout failéo submit any evidence to support

its inventorship defense: “NetScout never addressed the testimony and supportitg &

the inventors;” “never even told the jury which allegedly missing inventors should haxe be
named as an inventor;” and failed to “identify, on an elerbgrglement basis, where RMON
Working Group papers showed the patented claims.” (Dkt. No. 309 at 6.) Again, NetScout did
submit evidenceon that issuebut such evidence did not persuade the fact findéetScout
introduced testimonthat the RMON Working Group devised the essential features of the asserted
claims. (Dkt. No. 296.)Contrary to PI's assertions, NetScauhs not required to identify a
specific inventor that should have been named on the patent; rather Hp]straightforward
statutory language,” it only had to show that the “named inventors ‘did not [themspeixerg]the
subject matter sought to be patented(Dkt. No. 319 at 6 (internal citation omitted).PI's
remaining arguments fail for similar ress. The other conduct PI identifies as “exceptieral”

filing motionsin liminethat merely “state the law,” asserting a large number of prior art references



at the beginning of the casedangaging in discovery disputesstrike the Court as ones that are
typical of any ordinary patent defendar@e Whirlpool, 2018 WL 1536874, at *11 (noting that
“the actions of the defendant are to be compared relative to the ordinant pagation
defendant”). While limine motions that ask the Court to essentifdijow the rules of evidence
and procedure are rarely granted, a majoritgrattitionersnonetheless seem to regularly ask for
such. If this served as a basis for exceptional case status, then most cases exueégtmnal
This is clearly not whaCongress intended.

At the end of the dayhis was a case where “[tjhe parties went hiealdead and the
determinabn ultimately turned on the jury’s assessment of the evidence and the credibility of
witnesses.”Barry v. Medtronic, 250 F. Supp. 3d 10722 (E.D. Tex. 2017)"Attorneys’ fees in
patent cases are reserved for rare and unusual circumstafitagent, 2014 WL 6756304, at *3.
The key question is whether NetScout’s positions and conduct stood out from the norm. They did
not in this case Accordingly, taking all factors into account and in light of the Coattensive
experience with both parties, the Court does not find that this is an excepti@aahdas § 285.
V. CONCLUSION

For the reasons set forth above, PI's Motion for A Finding of Exceptional Case and An

Award of Attorneys’ Fees, (Dkt. No. 309), is herdbigNIED.

So ORDERED and SIGNED this 15th day of April, 2019.

RODNEY GILi\_jFRAM

UNITED STATES DISTRICT JUDGE




