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UNITED STATES DISTRICT COURT
WESTERN DISTRICT OF TEXAS
MIDLAND DIVISION

FINALROD IP, LLC, R2R No. 7:15-CV-97-DAE

AND D, LLC, d/b/a SUPEROD

Plaintiffs,

VS.

JOHN CRANE, INC,JOHN CRANE
PRODUCTION SOLUTIONS, INC.,

Defendand.

w W W W W W W W W W W uw

ORDER GRANTINGMOTION FOR RECONSIDERATION

Before the Court is Finalrod IP, LLC (“Finalrod”) and R2R and D,
LLC, d/b/a Superod (collectively “Plaintiffs”) Rule 54(d) Motion for
Reconsideration of this Court’s Order &ohn Crane, Inc. and John Crane
Productions, In¢s (collectively“Defendants”) Motion to Disqualify the Matthews
Firm from RepresentinBlaintiffs. (Dkt. # 44) Pursuant to Local Rule 7(h), the
Court finds this matter suitable fdisposition without a hearingAfter careful
consideration of the memoranda in support of and in opposition todhen, the

Court, for the reasons that follo@RANTS Plaintiffs’ motion.
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BACKGROUND

In 2008, Defendant John Crane Production Solutions, Inc. (“JCPS”)
entered into an Asset Purchase Agreement (“APA”) with The Eibarposite
Company d/b/a Fiberod, Inc. and related companies Fiberod Industries, Fiberod
Inc., and FC Patent Ltd. (collectively “Fiberod”). (Dkt. # 19 at 2.) At that time,
Russell Rutledgé&Rutledge”)was the majority owner, Chairman, and Chief
OperatingOfficer (“COQ”) of Fiberod. [d.) Fiberod was in the business of
selling and installing suckerotf®r the production of oil and gasld() According
to Defendants, JCPS acquired all of Fiberaddisyible and intangiblassets under
the APA (Id.) These assets included Fiberod’s patents, trademarks, registrations,
applications, and other intellectual propertid.)

After the APA was finalized, Defendants used the firm of Matthews,
Lawson, McCutcheon & Joseph, PLLC (“the Matthews fion*the firm”) to
perform various legal services, including handling intellectual progéRy)
matters at the United States Patent and Trademark Office (“PTO})agih
maintenance feesld() According to Defendants, some of the IP matters handled
by the Matthews firm included work on U.S. Patent No. 6,193,431 @34

patent”) and Us. Patent No. 8,11377 (the “277 patent”). Id. at 3.)

! Suckerods are “used with a sshrface pump in instances where the pressure in
an oil reservoir is not sufficient to lift the oil to the surface.” (Dkt. #20 at 1, n. 1.)
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Subsequentlyni 2011, Rutledge left employment with Defendants
and founded the plaintiff companjd?2R and Finabd. (Id.) All parties agree
thatPlaintiffs and Defendants are competing companies in the business of selling
suckerods for use in oil wellsld(; Dkt. # 20 at 1.)On June 29, 2015, Plaintiffs
filed suit against Defendants, alleging infringement of U.S. Patent No. 8,851,162
(the “162 patent”). (Dkt. # 1.On September 15, 2015, Plaintiffs filed an
amended complaint, adding infringementb$. Patent No. 9,045,951 (th&51
patent”) to their claim. (Dkt. # 18.(n October 16, 2015, Defendanted an
answer to Plaintiffs’ amended complaint, alleging affirmative defesisés
asserting counterclaims against Plaintiffs for the invalidity and infringement of
certain patents, including the infringement of th@land the ‘277 patentDkt.

#30 atll, 13.) On Novembed 2, 2015, Defendantamitted theircounterclaim for
the infringement of th&277 patent. (Dkt. # 37.)

On December 9, 2015, the Court granted Defendants’ motion to
disqualify the Matthews firm from representing Plaintiffs. (Dkt. # 48ased
upon submissions and the record at the time, the Court determined that the

Matthews frm’s prior work onthe’431 patent was substantially related to and

? Defendants amendeleir counterclaim regarding the '277 patent gfi@ties
filed briefing inthe underlyingnotion to disqualify. $eeDkt. # 37.) Although
the parties refeedto both theé 431 patent and thi@77 patent in their briefing
regarding Defendants’ counterclaims, the Court only adeldélss arguments
regarding the431 patent in light of Defendants’ amendment.
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involved the same subject matter as its present representation of Plaintiffs for
infringement of that patent. (Dkt. # 40 at 13.) The Court further held that the
Matthews firm’s work on th&431 patent involved obtaining confidential
information which ultimately disqualified the firm from representing Plaintiffs on
matters in the pending casf@d.)

On January 5, 2016, Plaintiffs filed the instant motion to reconsider
the Court’s order on the motion to disqualify. (Dkt. # 44.) On January 22, 2016,
Defendants filed a response in oppositi¢Dkt. # 46.)

APPLICABLE LAW

l. Motion for Reconsideration

Plaintiffs have moved for reconsideration under Rule 54(b) of the Federal
Rules of Civil Procedure. (Dkt. # 44However, “[a] motion asking the court to
reconsider a prior ruling is evaluated as a motion . . . under Rule 59(e) .
[when] filed within twentyeight days after the entry of judgmenDemahy v.

Schwarz Pharma, Inc/02 F.3d 177, 182 n.2 (5th Cir. 2012). Plaintiffetion

for reconsideration was filed within this twergyght day period.
“A Rule 59(e) motion calls into question the correctness of a

judgment.” _Templet v. Hydrochem, Inc., 367 F.3d 473, 478 (5th Cir. 2004).

“Under Rule 59(e)amending a judgment is appropriét@where there has been

an intervening change the controlling lawy2) where thanovant presents newly
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discovered evidence that was previously unavailal€3) to correct ananifest
error of law orfact” Demahy 702 F.3d at 182Rule 59(e), however, is “not the
proper vehicle for rehashing evidence, legal theories, or argurhanhtsould have
been offered or raised before entry of judgmengiplet 367 F.3d at 478, and
“should not be used to.. reurge matters that have already been advanced by a

party.” Nationalist Movement v. Town of Jen@21 F. App’x 359, 364 (5th €i

2009). Reconsideration of a previous order is “an extraordinary remedy that
should be used sparinglyld.

Il. Motion to Disqualify

“When considering motions to disquslicourts should first look to

the ‘local rules promulgated by the local datself.” In re ProEducation Int’l,

Inc., 587 F.3d 296, 299 (5th Cir. 2009) (quotkd.l.C. v. U.S. Fire Ins., Cp972

F.2d 605, 610 (5th Cir. 1992)Y he Local Rules of the Western District of Texas,
In a section titled “Discipline of Attorneys,” states that “m]embers of the bar of
this court and any attorney permitted to practice before this court must comply
with the standards of professional conduct set out in the Texas Disciplinary Rules
of Professional Conduct.” W.D. Tex. Local RA&-7(a).

The Fifth Circuit, however, has stated that the Texas Rules “are not

the sole authority governing a motion to disqualifi2ZfoEducation587 F3d at

299 (nternalquotation omitted)seeln re Dresser Indust., INAQ72 F.2d 540, 543




(5th Cir. 1992) (“Thelistrict court clearly erred in holding that its local rules, and
thus the Texas Rules, which it adopted, are the ‘sole’ authority governing a motion
to disqualify.’). InDresserthe Fifth Circuit explained “[m]otions to disqualify are
substantive motions affecting the rights of the parties and are determined by

applying the standards developed under federal ldmvré Dresser Industo,72

F.2d at 543. In contrast, “[t]he district court’'s authority to promulgate local rules is
derived from 28 U.S.C. 8071, which allows the courts only to adopt rules for the
conduct of their businessld. “Thus, although the district court should determine
the rules for the conduct of attorneys for the purpose of identifying conduct subject
to sanctions, its localites alone cannot regulate the parties’ rights to counsel of

their choice.” In re Dresser Indu€972 F.2d at 543.

While a motion to disqualify is a substantive motion decided under
federal lawa reviewing court mustlso“consider the motion governed by the
ethical rules announced by the national profession in light of the public interest and

the litigants’ rights.” ProEducation587 F.3d at 299The Fifth Circuit has

“applied the ethical canons contained in the [An@riBar Associatios

(“ABA")] Model Code.” In re Amer. Airlines, Inc., 972 F.2d 605, 610 (5th Cir.

1992). The Court therefore considers both the Texas Rules and the ABA’s Model

Rules.



Texas Rule 1.09 states:
(a)Without prior consent, a lawyer who personally has formerly
represented a client in a matter shall not thereafter represent
another person in a matter adverse to the former client:

(1)in which such other person questions the validity of the
lawyer’s services or work product for the former client;

(2)if the representatioin reasonable probability wilhvolve a
violation of Rule 1.05 [dealing with confidential client
information]; or

(3)if it is the same or a substantially related matter.

Tex. Disciplinary R. Prof'l Conduct 1.09, reprintedliax. Gov’'t Code Ann., tit. 2,
subtit. G, app. A., art. 10, 89 (West 200%he relevant ABA Model Rule, Rule

1.9(b), has some “linguistic differences” from Texas Rule 1.09, but “the two codes

produce the same result applicatio®ifoEducation587 F.3d at 3D.

A court's review ofa motionto disqualifyfor prior representations is

governed by the “substantial relationship” test. Amer. Airlines, B%2 F.2d at

614. A party who seeks “to disqualify opposing counsel on the ground of a former
representatio must establish two elements: (1) an actual attechet

relationship between the moving party and the attorney he seeks to disqualify and
(2) a substantial relationship between the subject matter of the former and present
representations.ld. The party seeking disqualification bears the burden of

proving the present and prior representations are substantially rdikted.



An attorney and a client can create an attowlmnt relationship
eitherexplicitly or implicitly, through conduct manifesting an intention to create

the attorneyclient relationship.Nolan v. Foreman, 665 F.2d 738, 739 n. 3 (5th

Cir. 1982). It “is usually not a difficult matter for the client to establish” an

attorneyclient relationship.Parker v. Carnaha@72 S.W.2d 151, 156 (Tex.

App.—Texarkana 1989, writ denied).

“Once it is established that the prior matters are substantially related
to the present case, the court will irrebuttably presume that relevant confidential
information was disclosed during the former period of representatidn.”
(quotation omitted).Although the test is categoricand requireslisqualification
upon satisfaction of the substantialationship standard, it is not to be applied “in
a medanical way that might ‘prevent[] an attorney from ever represeating
Interest adverse to that of a former clientd. “Rather, a substantial relationship
may be found only after the moving party delineates with specificity the subject
mattes, issus and causes of acti@ommon to prior and current representations
and the court engages in a painstaking analysis of the facts and precise application
of precedent.”ld. (internalquotation omitted).

DISCUSSION

Plaintiffs move for the Court’'s reconsideration on the basis that

(1) the Order contains a manifest error of law because the Court combined two



distinct testsn determining whether there was a substantial relationship between
the Matthews firm’s prior andurrent representation; (2) the Court’s adoption of
Defendants’ misinterpretation of the evidence and conclusory statements is a
manifest error of fact, and (3) the Court should apply the correct test to the facts
which show the Matthews firm should not be disqualified from representing
Plaintiffs in this case. (Dkt. # 44.)

In response, Defendants argue that the Court correctly applied both
the substantial relationship test and Rule 1.09 of the Texas Rules of Disciplinary
Conduct. (Dkt. # 461 at 3.) Defendants furthesisserthat Plaintiffs’ contentions
regarding reconsideration are an attempt tbagh previous arguments that were
ultimately rejected by the Courtld(at 7.)

At the outset, the Court notes Plaintiffs’ concession that its “Salim
briefing was not as clear as it could have been in distinguishing the two distinct
grounds of disqualification identified in Defendant’s Motion.” (Dkt. # 44 at 3.)
The Court also notes Plaintiffiite attempt to support its argument against
disqudification with additionalbriefing and arguments-not contained in
Plaintiffs’ response to Defendants’ motiandisqualify—thatthe Matthews firm’s
prior representation did not involve acquiring any confidential informatitzh.af
8.) Indeed, the Court notes Plaintifisveralllack of adequate briefing in its

response to Defendants’ motioNevertheless, to be thorough, and because



(1) dsqualification is a severe action that should not be applied “mechanically”
and, (2) a court should consider “all of the facts particular to the case,” the Court
will once again consider the merits of the parties’ argumanmtgard tats initial

disqualification of the Matthews firmSeeln re ProEducation Intern., Inc., 587

F.3d 296, 300 (5th Ci2009).

A. Substantial Relationship Test

In their motion to disqualifyDefendants contend that tGeurt
should disqualify théatthews firm from representing Plaintiffs in the instant
action because the firm previously assisted Defendants in olgtaineh
maintaining thé431 patent (Dkt. # 19 at 1.) Defendants assert that they have
both an attorneglient relationship with the Matthews firm and that there is a
substantial relationship between the subject matter of the Matthews farmer
and present representations in regard to4B& patent.

1. AttorneyClient Relationship

Defendants contend that there is no serious digpatéhe Matthews
firm represented JCPS, thereby creating an attechegt relationship. (Dkt. # 19
at5.) Defendants assert that the Matthews firm represented JCPS in connection
with the’431 patent Defendan@sserin theircounterclaim, and that JCp&ssed
its preexisting attorneyclient relationship witthe Matthews firm on to

Defendantsvhen it acquired Fiberod(ld. at 5-6.)
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Plaintiffs, in their response, agree that the Matthews firm represented
Defendants on a limited basis for IP matters from May 2008 until Januaryf&009
matters unrelated to the patents at issue in this case. (Dkt. # 20 at 4.) They also
agree that the Matthews firm represented Defendants’ predecessor company on IP
matters. Id.) Plaintiffs argue, however, thtite Matthews firm did not represent
Defendants on matters related to prosecution of4B#& patentbut only
represated Rutledgendividually for that matter. 1¢.)

Becauseltere is no dispute by Plaintiffs that the Matthews firm
represented JCPS in at least a limited capacity related to IP nadiibers
Defendantsacquisition of FiberodDefendants have established that an atterney
client relationship existed between JCPS and the Matthews Defendants have
also presented evidence that an attorclent privilege was passeéd JCPSrom
the Matthews firm work ofiberod’s assetgsrior to the APA because “[t]he
practical consequences of [JCPS’s purchase of Fiberod] were that control of
Fiberod passed to JCPS” and that business was continued under JCPS’s new

managementSeeJohn Crane Prod. Solutions, Inc. v. R2R and D, | ING. 3:11

CV-3237%D, 2012 WL 3453696 at *4 (N.D. Tex. Aug. 14, 2012). As a result, “the
attorneyclient privilege followed” because “JCPS acquired nearly all of Fiberod’s
assets, including the assets necessary to continue running Fiberod’s bugthess.”

(citing Sowerain Software LLC v. Gap, Inc340 F. Supp. 2d 760, 763 (E.D. Tex.
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2004);seeCommaodity Futures Trading Comm’n v. Weintradld1 U.S. 343, 349

(1985) (“[W]hen control of a corporation passes to new management, the authority
to assert and waive the corporation’s attorakgnt privilege passes as well.”).
Accordingly, the first prong of the substantial relationship test is met.

2. Substantially Related Matter

Having found that Defendants have met the first prong of the
substantiatelationship test, the Court now turns to the second prbegendants
contend that the Matthews firm’s work on td&1 patent involved in its
counterclaim is directly at issue in this case, thereby meeting the substantial
relationship test. (Dkt. # 1& 9.) In response, Plaintiffs contend that the
Matthews firm did not represent Defendants in the prosecution cd3iepatent,
but that the firm represented only Rutledge, individually, as the inventor of the
patentand prior to Defendants’ acquisiti@f Fiberod. (Dkt. # 20 at 6 Plaintiffs
contend that, in any case, the firm’s former representation is not substantially
related to the matters in dispute in this case. (Dkt. # 44.)

The APAgoverning JCPS’s purchase of Fiberod’s assets specifically
states that “the Sellers.. own all the ight, title and interest to each item of
Company IP.” (Dkt. # 14 at 21.) The “Sellers™are the collective copanies
comprising Fiberod-not Rutledge as an individual’herefore, contrary to

Plaintiffs’ contention, the APA does not state tRatledgepersonally ownethe
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'431 patentin fact, the’431 patents expressly included in the list of Company
IP.2 (Dkt. # 251 at 1.) As a result, th€ourt finds that thé431 patent was fully
assigned anttansferredo JCP$and thereby Defendantbrough the APA.

Furthermore,here is no dispute in this casat the Matthews firm
initially represented Rutledge in obtaining and prosecutin4ie patent. And
as addressed abovhere is nseriousdispute that thé431 patent was assigned to
JCPS in accordance with the APAeverthelessthis assignmentby itself, is not
sufficient todemonstrat¢éhat the Matthews firm’swo representationsre
substantially relatetbr purposes of disqualification

In considering the evidence and arguments presented in this case, the
Court does not find thatsubstantial relationshigxistsbetween thélatthews
firm’s two representations. The prosecution and assignment ef3hpatent by
the Matthews firm is not substantially related to the matters in thismzee the
firm is defending Plaintiffs in a lawsuatgainst infringement of thd31 patent.

SeeCommil USA, LLC v. Cisco Sys., Inc.,,  U.S._ ,135S. Ct. 1920, 1929

(2015) (holding that, in patent law, “[v]alidity and infringement are distinct issues,
bearing different burdens, different presumptions, and different eviden&g”).
such,Defendants have not carried their burden of “specifically delineat[ing] the

mattersjssues, and causes of action common to these two representatiats.”

* The fact that Rutledge may have transferred the patent to JCPS does not change
the fact that at the time of the APA, tH&1 patent was the property of JCPS.
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Oilwell Varco, L.P. v. Omron Qilfield & Marine, Inc., 60 F. Supp. 3d 751, 770

(W.D. Tex. 2014).While it is true that both representations involved #81

patent, that is the end of their similarity for disqualification purpogdsid. (“The
Court concludes the two representations are substantially similar. Both cases
involve the same defendant opposing patent infringement claims related to the
same control system with similar theories of liability and defenses.”).
Disqualification in this caserequires more than that two cases involve the same
patent. SeeModel Rules of Profl Conduct R. 1.9 cmt. 2 (2013)ifeé scope of a
“matter” for purposes of this Rule depends on the facts of a particular situation or
transaction. The lawyer’s involvement in a matter can also be a question of
degree. . .A lawyer who recurrently handled a type of problem for a former client
Is not precluded from later representing another clienfactaally distinct

problem of that type even though the subsequent representation involves a position
adverse to the prior client.”).

B. Confidential Information Test

“[A] former client c[an] also disqualify counsel by showing that his
former attorney possessed relevant confidential information in the manner

contemplated by Rule 1.09(a)(2)Am. Airlines, 972 F.2d at 615Defendants

assert that the Matthes firm work on theé431 pateninvolved not only patent

prosecution and due diligence, but alsmimed confidential information relating
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to the invention record with regard to that patent. (Dkt. # 25 at 2.) Therefore,
Defendants conterttiat the Matthews firm necessarily gained and maintained
confidences regarding the inventions involved in themated should be
disqualified from representing Plaintiffs in this casethat basis (Dkt. # 19at
10.)

As evidenceDefendants provided the Matthews firnrisoices to
JCPS, indicating that the firm performed various legal vealdsequent to thePA
for JCPSincluding reviewing files for the preparation and assignroetite’431
patent. (Dkt. # 12 at 24243.) Defendants havalsosubmitted a copy of the
lengthy and detailed patent application submitted by the Matthews firm for the
'431 patent. (Dkt. # 19.) The Utility Patent Specification contains detailed
information relating to the background and design of the suckelddl. It(also
contains information related to the methodology and modeling concerns of the
suckerod as well as detailed comparisons of its desid¢ghg. Gverall, this
evidencanay suggest that the Matthews firm played an integral part in the
application process for thd31 patentthereby obtaining confidential and
proprietary information concerning that patent

In opposition Plaintiffs, in their motion teeconsider—only now—
have responded to Defendants’ evidence regarding the Matthews firm’s

acquirement of confidential information regarding ‘481 patent. (Dkt. # 44 &t
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9.) Plaintiffs contend that DefendantaVoices “merely show that the Matthews
Firm drafted the assignment of th81 patent for Defendants,” but that “[t]he
assignment is not part of the file history or prosecution of4B& patent, and
certainly does not require confidential informatiorgld. at 8.) Plaintiffs further
assert that “[a]ssigning a patent is more akin to clerical or administrative work than
legal work” and that “all information filed in the course of prosecuting a patent
becomes public as of the date published pursuari t6.3.C. § 122, or as the
issuance date of the paterdtebruary 27, 2001 for tHd31 patent.” 1d.)
Additionally, Plaintiffs assert that the Utility Patent Specification does not contain
any confidential information because the information is availatlee public
through thdPTO’sPatent Application Information Retrieval system and available
online. (d.at?9.)

Despite the Court’s agreement with Defendaotstentionthat
“motions for reconsideration ‘cannot be used to raise arguments that could, and
should, have been made before the judgment issued,” (Dktl#4@ (quoting

Marseilles Homeowners Condo. Ass’n v. Fidelity Nat'l Ins. Co., 482 E053,

1058 (5th Qi. 2008)), the Court nevertheless determines, on reconsideration, that
Defendants did not provide sufficient evidence to meet their burden of
demonstrating that confidential information was obtained in the Matthews firm’s

prior and current representation regarding #84 patent.The evidence
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Defendants produced in support of their motion to disqualify does not demonstrate
that any confidential information was obtainedegard to thé431 patent,
especiallyin light of the public’s ability to access threry documents which
Defendants contend contain confidential information. While Defendants attempt
to argue that the infringement issues regarding4B# patent “will necessarily
involve confidential information gathered in the course of prosecutengt 81
patent,” they have failed to carry their burden to show that the Matthews firm’s
representation of Plaintiffs would in reasonable probability entail disclosure of any
confidential information.SeeTex. Disciplinary R. Prof'l Conduct 1.09(a)(2).
Defendants have not delineated and explained the confidential information that the
Matthews firm possesses and how it will affect the representation of Plaintiffs in
the infringement claims regarding thE81 patent.

Despite Plaintiffs’ deficiencies in first responding to Defendants’
motion to disqualify, the Court now finds Plaintiffs’ arguments persuasive in
regard to Defendants’ inability to show that the Matthews firm obtained
confidential information in its formeepresentation of th&31 patent.
Accordingly, this CourgrantsPlaintiffs’ motion for reconsideration and Plaintiffs’

counsel will not be disqualified from representing them in this matter.
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CONCLUSION

Based on the foregoing, the CoGRANT S Plaintiffs’ Rule 54(d)
Motion for Reconsideration of this Court’s Order@efendantsMotion to
Disqualify the Matthews Firm from Representing Plaintiffs. (Dkt. # 44.)
Accordingly, the Matthews firm is no longer disqualified and may represent
Plaintiffs for all matters in this casél’he CourtthereforeCANCEL Sthe hearing
set in this case for March 21, 2016.

ITISSO ORDERED.

DATED: San Antonio, Texadlarch 3 2016

4
David A@ Ezra
Senior United States Distict Judge
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