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United States District Court

EASTERN DISTRICT OF TEXAS
TYLER DIVISION

U.S.ETHERNET INNOVATIONS, LLC

Case No. 6:11v-491
8
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TEXAS INSTRUMENTS | NCORPORATED

MEMORANDUM OPINION

Currently before the Court is Defendant Texas Instruments Incorpaéiédequitable
defense of laches, the only remaining issue in this patent infringemertt Aatee evidentiary
hearingon laches the Court heardhe live testimony of five witnesses and also accepted
deposition designations, prior trial testimony, and exhibits to consider sepamatehie live
testimony. Having considered the evidence, the pamiggiments, and the applicable law, the
CourtrejectsDefendant’s laches defense

Background
A. TI's Position

During a year and half period spanning 2082004, Tl and 3ConTorporation (3Conf)
negotiated enteringnto a crossportfolio license as the result of a patent dispute involving a
third-party’s patent3Com began reviewing Tl products for potential infringenduning this

time. Tl contends this review put 3Com on notice of TI's infringement baseshcmailthat

A verdict has previously been entered on behalf of Plaintiff U.Srighénovations, LLC (USEI) on all other
issues.

3Com originally owned the patents in sdihe patents in suit are part of a group of patents 3Com commonly
referred toas the “Parallel Tasking Paterits3ComsoldParallel Tasking Patentdo USEI in May of 2009.
Thus, USEI is the successiorinterest to the patents in suit.
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3Com’s director of licensing sent to 3Com’s general patent counsel in JOheh2d suggests
TI's AR7 chip infringed 3Com’s “thernet performance patents.”

Tl alsopoints to another Tl chithat 3Com actually purchasebtlearthe end of Tl and
3Com’s negotiations, 3Conbeganworking with Tl to purchase a chip for 3Com’s new VolP
phone.Tl argues that the chip 3Com purchased, TINETV1050 (the Titan chip), contains the
same Ethernet moduldat the jury found infring® the’872 Patent. Tl points to a string of
emails where 3Com engineers asked Tl enginessgeralquestions relating to the Ethernet
module on the Titan chip, to show 3Com knew or should have been laidws infringement.

To show evidentiary prejudice, Tltestwo peces of priorart that Tl claims t intended
to present at the invalidity trial: thintel 82593 chip (the Intel Prior Art) andhe Second
Generation TMS380C1éhip (the TI Prior Art). Tlarguegthat ithadto drop the Intel Prior Art
becauset lacked documents showing when the Intel PAd wenton sale Forthe Tl Prior Art,

Tl states that it could not locate source ctiage# wascritical to show the Tl Prior Aranticipated
the '872 Patent.

As for economic prejudice, Tielied on thetestimonyof two Tl employees Denis
BeuwdoinandMark Bryans Mr. Bryans degjned all three categories of Ethernet modthegury
found infringed the '872 Patent atektified that removing the infringing features of the chips
could have been done Bymply removinga few lines of codeMr. Beudoin, the architect of the
chips that carried Mr. Bryans’s Ethernet modutestified thatT| could have implemented Mr.
Bryans’s redesign imnywhere from sixnonthsto a yearbetween 20042011 TI argues that
becauseTl| could haveimplemented a nemfringing alternative, TI unnecessarily incurred

damaged could have otherwise avad
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B. USEI's Position

USEI primarily argues that TI's unclean hands should keep it from benefitbng dn
equitable remedy. USEI points to TI's unprofessional contact thi¢hempoyer of USEI's
invalidity expert TI's litigation conduct, andseveral of TI's discovery abuses, the most
important of which is that Tl did not properly disclose either the AR7 or Titan chips during
discovery.

USEI alsocontendsthat Tl cannot establish an unreasonable defanst, USEI asserts
that no evidence shows that either chip Tl identifies actually infitige ‘872 PatentAs a
fallback USEI arguesthat even if 3Com knew or should have knowinTI's infringement,
3Com’s delay is excused due 3&€om’sfive-year legal battle against {Dink and Realtek to
prove infringement of the Parallel Tasking PateBSom’seconomic distress, arBCom’ssale
of theParallel Tasking Patents

USElrebuts TI's claim of economic prejudice by arguthgt the testimony established
that even if Tl possessed the capability to implenmam-infringing alternativesT| has never
implemented a change to its products based on allegation of infringement. Tevieleatiary
prejudice, USElpoints to TI's invalidity expert’s report. USEI notes that contrary to TI's
position in the laches context, TI's expert offered an unqualified opthatrintel Prior Art and
TI Prior Artinvalidatethe '872 Patent.

Legal Standard

The equitable defense of laches may be available wihereplaintiff unreasonably
delayed filing its infringement suiBee A.C. Aukerman Co. v. RL. ChaidesConstr. Co., 960 F.2d
1020, 1032 (Fed. Cir. 1992) (en banc). The defense is applicable where the accused infringer

proves twothings: (1) “the plaintiff delayed filing suit for an unreasonable and inexcusable
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length of time from the time the plaintiff knew or reasonably should have knowts alaim

against the defendaht@aind (2) the defendant suffered material prejudice as a result of the delay
Id. at 1032. The defendant must prove delay and prejudice by a preponderance of the evidence.
Id. at 1045.

“The length of time which may be deemed unreasonable has no fixed boundaries but
rather depends on the circumstancéd.’at 1032.Circumstances thahay justify delay include
but are not limited to(1) being involved in other litigeon, (2) being involved in negoti@ns
with the defendant, or (3) povertyl. at 1033.

Material prejudice may be economic or evidentialg. Economic prejudice is
determned by whether the alleged infringer changed its economic position iniicsiginway
during the period of delay resulting in losses beyomtely paying for infringementd. But a
change in positiomloneis not sufficient to show economic prejudi¢astead the defendant’s
lossesmust come as result of that change in economic positibat likely would have been
avoided if the patentee had filed this lawsuit soohgrEvidentiary prejudice “may arise by
reason of a defendant's inability to preseftll and fair defense on the merits due to the loss of
records, the death of a witness, or the unreliability of memories of long s ethereby
undermining the court's ability to judge the factsl.”

If the defendanfproves that the plaintiff dal/ed filing suit for more than six years after
actual or constructive knowledge of the defendant’'s alleged infringing actepudtable
presumption of laches exist§&ee id. at 1035-36. The presumption shifts the burden of
production to the plaintiff to come forward with evidence to provettiedlelay wageasonable

or the defendant did not suffer material prejudideat 1038. But even if the plaintiff does not
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rebut the presuntipn, laches remains an equitable determination left to the discretion of the
Court.Id. at1032, 1036.

Additionally, the plaintiff may defeat laches by showing thatdaéendanthas unclean
hands as the result barticularly egregious condugthat] change the equities significantly in
plaintiff's favor.” Id. at 1033.

Analysis

The Court begins its analysis of the parties’ evidence and arguments bgsauyre
whether TI fully disclosed its position on laches during the discovery periodsicdbeAs set
forth below, the Court finds that TI failed to disclose the basis foladises defense during
discoveryand therefore, cannot prove laches. Additionally, even if the Court considered TI's
undisclosed evidence, the Court would reject TI's lachefendebecause Tl cannot prove
material prejudice, and its unclean hands cannot benefit from an equitable remedy

A. Disclosure of Laches Defense

The crux of TI's laches defense aegnails sent by 3Com employetdsat Tl contends
show that 3Com was on notice that the AR7 chip and the Titan chip infringed the’872 Patent.
But & the evidentiary hearing, Plaintiff developed its claim that Tl diddmtloseeither chip
during discovery, and thus, that Tl should not be able to rely on these chips to prove laches.

USEI demonstrated that it asked Tl to identify which TI chips contained Ethernet
modules that likely contained infringing capabilities. USEI showed therag@iory and TI's
response tonto TI employeesvith knowledge othe AR7 and Titan chip#Mr. Bryans anavir.
Beaudoinwho bothtestifiedat the hearingAfter reviewing TI's response, both Mr. Bryans and
Mr. Beaudoinconfirmed thafll disclosedneitherthe AR7 or Titan chipAfter this evidence was

introduced, Tl made no effort to rebut the fathat it did not déclose the two chips it contends
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establish a basis for its defense of lacieordingly, the Court finds that Tl did not disclose
either the AR7 or the Titan chips during discovery.

In view of TI's lack of disclosure, the Court fintsat it wouldbe inequitabldo allow TI
to rely on either chip as a basis for its laches defdPS€T XPP Technologies, AG v. Xilinx,
Inc., 2.0#CV-563RSP, 2013 WL 4736238, at *1(E.D. Tex. Sept. 3, 2013fexcluding
evidence from the laches analysiattivas not properly disclosed during discoveBgcause TI
relies on these nordisclosedchips toprove 3Com as USEI's predecessr-interest,was on
notice of TI's infringement, the Court concludes thatpbssesseso admissible evidence to
provean unreasonable delay

B. Delay

If the Courtwere toconsiderthe AR7 and Titan chips as admissible evidence, the Court
would find that 3Com’s awareness of the Titan chip establishes 3Com should have known of
TI's infringementby Augustof 20042 As discussed below, however, that alone is not enough for
Tl to establish laches.

1. AR7 Chip

For the AR7 chip, Tl points tonaApril 2004 email sent bjpon Drinkwater 3Com’s
director of licensingln that email, MrDrinkwaterinforms 3Com’spatent counsel, Bill Becker
that the AR7 chip “may infringe our ethernet performance patentscontends that “etheet

performance patentsis synonymouswith “Parallel Tasking Patents.To establish that

Tl also argues that 3Com’s generavestigation of Tl productsluring the crosticense negotiations should
have put 3Com on noticBut Tl doesnot point toany evidenceéhat shows 3Com investigated Tl products for
infringement of the Parallel Tasking Pateritke closest TI comesto linking 3Com'’s review of Tl product®
the Parallel Tasking Patenits a document that containsirelated referencas both 3Com’s review of TI's
products and 3Com’s patent infringement suit involving the IlR&fBasking PatentsThus, the Court is not
persuaded that it is more likely thaat that 3Com’s investigation put it on notice of TI's infringement.
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contention, Tl relies on Mr. BecKsrtestimony that he believedom employeeseferredto the
Parallel Tasking patents as Ethernet performantnfs=a

But USEI rebuttedMr. Becker's testimonywith internal 3Com documentshat
demonstratehat 3Com consistently referred to the Parallel Tasking Patsgtiterby that name
or as “NIC performance patentsifased on network interface car$lCs) 3Com touted as
embodying the patented technologwt as “Ethernet performance paténidditionally, USEI
introduced 3Com documents listing out the company’s patent portfolio in categories. 3€dm ti
one category “Parallel Taskingit titled theother category “Performance Patents.” The number
of patents listed in the Parallel Tasking category is consistent with the numtaetsp3Com
sold to USEI. Accordingly, the Court finds MBbrinkwater's email does not prove by a
preponderance of the evidence that 3Com was on notice of TI's infringement through7the AR
chip becaus@] did not show that iis likely more likely than not that MDrinkwaterreferred to
theParallel Tasking Patents in his email.

2. Titan Chip

TI did show that is more likely thamot 3Com knew or shouldave known that Titan
chip contained an Ethernet module that infringes the '872 P&teatsamell employeesMr.
Bryansand Mr. Beaudoin,testified that the Titan chip contained a CPMAC Ethernet module,
which is the same Ethernet module the jury found infringed the '872 Patent. Tl also iattoduc
email correspondence between 3Com and Tl engineers in which the 3Com engineegd recei
guidane on how to record the statistics of the CPMAC Ethernet module on the Titan chip to
assist 3Com in implementing the Titan chip3@om’s VolP phone. The Court finds that it is
more likely than not that 3Com knew or should have known of TI's infringement based on

investigating the Titan chip’s Ethernet modtdamplement it in 3Com’s VoIP phone.
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Because 3Com investigated the Titan dhipnid-2004 and eventually implemented the
Titan chip in its VolPphone in 2005, the Court finds there was a delay of ninane six years
from when 3Com knew or shoulthveknown of TI's infringemetand the filing of this suitA
delay of more than six years gives rise to a rebuttable presumption f.[&shaukerman, 960
F.2d at 103536. Accordngly, the Court concludegshat—if considered-the Titan chip
establishes a rebuttable presumption of laches

3. Justification for the Delay

The Courtrejects USEI's profferequstificationsfor 3Com’s delayAlthough ech of
USEI's justificationsmatch a categorjukerman recognizedas an excuse for delgyAukerman
recognized those categories only as possible justificatieasd. at 1033.n this casethe Court
is not persuaded that 3Com’s litigation withLihk and Realtek, its financial issues, and the sale
of the Parallel Taskg Patents to USEI justiyBCom’s lack of acton regarding TI's
infringement.

Tl argues that all 3Com needed to do to excuse its delay is provide Tl with notise of i
infringement.In Aukerman, the Federal Circuit declined to impose a rigid requireniest &
patentee provide notice to potential infringers while it pursued litigaii@amnst other infringers
See Auckerman, 960 F.3d at 1039. Bulhe Federal Circuidlso noted thafw]here there is prior
contact [between the patentee and the accused infringer], the overall equitie®equeg
appropriate notice.td. (citing Jamesbury Corp. v. Litton Indus. Products Inc., 839 F.2d 1544,
1553 (Fed. Cir. 1988) At the time 3Conshauld have been aware of TI's infringement, it was
wrapping up licensinghegotiationswith Tl and purchasing a Tl chip that infringed the '872
Patent. The Court finds that because of 3Com<gaing dialogue with Tl, 3Congould have

easily and inexpensivelyrovided notice that 3Com believed Tl infringed t8é2 Patent. That
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3Comcould have doeso inexpensivelyndercuts USEI's proffered justificationslating to its
financial distress, as well.

Accordingly, if the Court reached this issue, it would conclude USEI has not offered a
justification for the delay.

C. Prejudice
Notwithstanding the unjustified delay, prejudice musktisé shown.
1. Economic

Tl relied ontwo engineerdo establish that it could have implemented -imdringing
alternatives through product redesigns. Both testified that a redesigneasibld on dect
examination. But on crossxamination, neither recalled Tl implementing a product redesign to
avoid an accusation of patent infringement. Tiat Beawdoin cannotrecall implementing a
change to T$ product to avoid an accusation of infringement geemlly significant because he
holds product development requirements for all of TI's business units.

In view of the testimony that Tl has never redesigned a product to avaiherfrent
allegationsand TI's unwavering belief that the patents in suit were invalid, the Condudes
that USEI rebutted TI's claim of economic prejudice as a rasuthe unreasonable delaidfter
considering all of the evidence, the Court finkdat Tl did not showby a preponderance of the
evidencethat Tl would haveavoidedinfringementif 3Com as USEI's predecessor-interest
had filed suitor provided notice Aukerman at 906 F.2d at 1033accord Ecolab, Inc. v.
Envirochem, Inc., 264 F.3d 1358, 1372 (Fed. Cir. 2001).

2. Evidentiary
The Court finds that TI's cursory allegation that it could not assert theRntel Art and

the Tl Prior Art insufficient toproveevidentiary prejudice. At the hearing, USEI noted that TI's
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expert offered opinions on both pieces of prior art without qualification or concern absurtgnis
documents. TIdid not rebut that evidencé.In view of the fact that T$ expert offered
unqualfied opinionson bothpieces of prior art the Court finds that Tl was abpresent a full
and fair defense on the merdad therefore, suffered nevidentiaryprejudice.See Aukerman,
960 F.2d at 1033.

In view of the fact that USEI succes$jurebutted TI's allegations of prejudice, the
Court finds that even if 3Com unreasonably delayed in filing suit or providing notiseffered
no prejudice Thereforegven if Court were to consider the AR7 and Titan chips as evidiece,
Court concluded| cannot benefit from its laches defense becausantot carry its burden of
proving lache®y a preponderance of the evidergs=id. at 1038.

3. Unclean Hands

The equitable doctrine of unclean hands bars a party from asserting claims vathere th
partyengaged in litigation misconduct. S&gtix Corp. v. Quickturn Design Sys., 269 F.3d 1369,
13745 (Fed.Cir. 2001).The unclean hands doctrine is “not bound by formula or restrained by
any limitation that tends to trammel the free and just exercise of discretieystone Driller
Co. v. Gen. Excavator Co., 290 U.S. 240, 245-46 (1933).

If the Courtreachedthis analyss, then the Court would conclude that Tl should not
benefit from laches because its hands are not clean. As is déiatied this record and in the
proceeding severed out of this case to resolve allegations that Tl impblyngsempted to

interfere wth USEI's exper{Cause No. 6:14v-261), Tl engaged in unprofessional conduct tha

Especially troubling with regard to the TI Prior Art, Tl has not exgdiwhy it could not call the designer of
the chip—who is still employed by H-to testify. See OPTi Inc. v. Slicon Integrated Sys. Corp., 2:10CV-
00279, 2013 WL 4494707, at *5 (E.D. Tex. Aug. 19, 2013).

Tl also asserted that the loss of several of 3Com’s marking samglesnted it from proving its marking
defense. But TI's marking defense did not center onn3€dailure to mark its product. Instead, Tl based its
marking defense on the failure of IBMwho owned a license to 3Com’s patent portfeio mark its products.
Thus, the Court finds this contentietwhich was not advanced at the hearirtg be without meti
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threatened, but fortunately did not affettie integrity of this litigation. Sitting in equity, the
Court cannot countenance such behavilet-aloneallow it to benefit foman equitable remedy.
Conclusion
For the reasons explained more thoroughly above, the RRFECTS Defendant’s
laches defense.

It is SO ORDERED.

SIGNED this 18th day of September, 2014.

MICHAEL H. SCHXEIDER
UNITED STATES DISTRICT JUDGE
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