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IN THE UNITED STATES DISTRICT COURT
EASTERN DISTRICT OF TEXAS
TYLER DIVISION
ERIC M. ALBRITTON
v.
C. A. NO. 6:08-CV-00089
CISCO SYSTEMS, INC.,
RICK FRENKEL, MALLUN YEN &
JOHN NOH

DECLARATION OF CRYSTAL PARKER
I, Crystal Parker, declare and state as follows:
1.

I am over 18 years of age, have never been convicted of a felony, am of sound
mind, and am fully competent and qualified to make this affidavit.

2.

I am an attorney employed by Jackson Walker L.L.P., counsel for the Defendant,
Cisco Systems, Incorporated in this lawsuit.

3.

The nine pages attached as Exhibit A to this Declaration are true and correct
copies of "Plaintiff s Answers and Objections to Cisco System, Inc.'s First Set of
Interrogatories" and the attachments thereto, served upon counsel for Defendant
Cisco Systems, Inc. on November 17, 2008 by Plaintiff s counsel of record.

4.

The five pages attached as Exhibit B to this Declaration are true and correct
copies of "Plaintiff s Second Supplemental Disclosures", served upon counsel for
Defendant Cisco Systems, Inc. on November 11, 2008 by Plaintiff s counsel of
record.

5.

The four pages attached as Exhibit C to this Declaration are true and correct
copies of "Plaintiff s Initial Disclosures", served upon counsel for Defendant
Cisco Systems, Inc. on June 2, 2008 by Plaintiff s counsel of record.
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The foregoing is based on my personal knowledge and is true and correct.

I declare under penalty of perjury that the foregoing is true and correct.
Executed on: November 26, 2008.
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IN THE UNITED STATES DISTRICT COURT
EASTERN DISTRICT OF TEXAS
TYLER DIVISION
ERIC M. ALBRITTON,
Plaintiff,
v.
NO. 6:08-CV-00089
(1) CISCO SYSTEMS, INC., (2) RICHARD
FRENKEL, (3) MALLUN YEN and
(4) JOHN NOH,
Defendants.

PLAINTIFF'S ANSW ERS AND OBJECTIONS TO
CISCO SYSTEM, INC.'S FIRST SET OF INTERROGATORIES
TO: Cisco Systems, Inc., Mallun Yen and John Noh, by and through their attorney of record,
Mr. Charles Babcock, 1401 McKinney, Suite 1900, Houston, Texas 77010 and Richard
Frenkel, by and through his attorney of record, Mr. George McWilliams, P.O. Box 58,
Texarkana, Texas 75504-0058.

COMES NOW , ERIC ALBRITTON, and submit these answers, under oath, to the
Interrogatories propounded to him by Cisco Systems, Inc., in accordance with Rule 33 of the
Federal Rules of Civil Procedure.

Respectfully submitted,

THE LAW OFFICE OF JAMES HOLMES, P.C.
635 SOUTH MAIN, SUITE 203
HENDERSON, TX 75654
(903) 657-2800
(903) 657-2855 (fax)
ih@iameshohneslaw.com
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CERTIFIC4TE OF SERVICE
I hereby certify that a true and correct copy of the foregoing has been forwarded to
Charles Babcock, 1401 McKinney, Suite 1900, Houston, Texas 77010, attorney for Cisco
Systems, Inc., Mallun Yen and John Noh and Mr. George McWilliams, attorney for Richard
Frenkel, P.O. Box 58, Texarkana, Texas 75504-0058, via United States mail on this, the 17 th day
of November 2008.
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INTERROGATORY NO. 1: Identify verbatim all statements that you allege Richard Frenkel
posted that are "scandalous and defamatory allegations about Albritton" as alleged in paragraph
15 of Plaintiff's Original Complaint.

A NSW ER: Plaintiff objects to this Interrogatory in that its answer may be determined
by examining the business records of Cisco Systems, Inc. and Richard
Frenkel. FED. R. Clv. P. 33(d). Plaintiff further objects to this
Interrogatory as unnecessarily cumulative and harassing in that Plaintiff
has expressly pled the statements at issue and discussed them at length
during his deposition. Subject to these objections, please see the attached
articles published by Frenkel in the course and scope of his employment
with Cisco.

INTERROGATORY NO. 2: Identify all statements that you contend are defamatory in the
October 17, 2007, posting referred to in paragraph 16 of Plaintiff s Original Complaint.

A NSW ER: Plaintiff objects to this Interrogatory in that its answer may be detei

ined
by examining the business records of Cisco Systems, Inc. and Richard
Frenkel. FED. R. Cry. P. 33(d). Plaintiff further objects to this
Interrogatory as unnecessarily cwnulative and harassing in that Plaintiff
has expressly pled the statements at issue and discussed them at length
during his deposition. Subject to these objections, please see the attached
articles published by Frenkel in the course and scope of his employment
with Cisco.

INTERROGARTORY NO. 3: Identify each "libelous statement" verbatim referred to in
paragraph 24 of Plaintiff s Original Complaint.

A NSW ER: Plaintiff objects to this Interrogatory in that its answer may
be determined by examining the business records of Cisco Systems, Inc.
and Richard Frenkel. FED. R. CDT. P. 33(d). Plaintiff further objects to
this Interrogatory as unnecessarily cumulative and harassing in that
Plaintiff has expressly pled the statements at issue and discussed them at
length during his deposition. Subject to these objections, please see the
attached articles published by Frenkel in the course and scope of his
employment with Cisco.
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INTERROGATORY NO. 4: Identify all "false and defamatory statements regarding Albritton"
referred to in paragraph 28 of Plaintiff s Original Complaint.

A NSW ER: Plaintiff objects to this Interrogatory in that its answer may be determined
by examining the business records of Cisco Systems, Inc. and Richard
Frenkel. FED. R. Cw. P. 33(d). Plaintiff further objects to this
Interrogatory as unnecessarily cumulative and harassing in that Plaintiff
has expressly pled the statements at issue and discussed them at length
during his deposition. Subject to these objections, please see the attached
articles published by Frenkel in the course and scope of his employment
with Cisco.

INTERROGATORY NO. 5: Identify all "false and defamatory statement of 'face" referred to in
paragraph 32 of Plaintiff s Original Complaint.

A NSW ER: Plaintiff objects to this Interrogatory in that its answer may be determined
by examining the business records of Cisco Systems, Inc. and Richard
Frenkel. FED. R. Civ. P. 33(d). Plaintiff further objects to this
Interrogatory as unnecessarily cumulative and harassing in that Plaintiff
has expressly pled the statements at issue and discussed them at length
during his deposition. Subject to these objections, please see the attached
articles published by Frenkel in the course and scope of his employment
with Cisco.
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BEFORE ME, the undersigned authority, on this day personally appeared Ewe

i

ALBRITTON, who, being by me fnst duty sworn, did on oath depose and say that she prepared
the answers which appear hereafter and are attached hereto, in the capacity stated herein, and
which Answers are designed to be used in the above styled action, and that every statement,
allegation and denial thereof is true and cox=

i A,

Al. I /A A,"
i
,'
sarto-1■7 - p
A

SW ORN T
this the

day o

-OW ED BEFORE ME by the said ERIC A LBRITTON on
8, to certify which vvitness my hand and seal of office.

KELLYPOP

my cOmmiSsOrdPKP',
FiliTutcyA.2012

Notary's Pritittd
Name:
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Patent Troil Tracker: ESN Convinces EDTX Court Clerk To Alter Doarments To Try To Manufacture Subject Mader Jurisdiction Where None Eaisted

An alierriative look at patent litigation trends, focusing on the increasirrg number of patent lawsuits brought by shell
corporationS that make or sell no goods or services.
tr.
Thursday, October 18, 2G07

El ESN Convinces EDTX Court Clerk To Alter Documents
To Try To Manufacture Subject Matter Jurisdiction
Where None Existed
I got a couple of anonymous emails this morning, pointing out that the
docket in ESN v. Cisco (the Texas docket, not the Connecticut docket),
had been altered. One email suggested that ESN's local counsel called the
EDTX court cterk, and convinced him/her to change the docket to reflect
an October 16 filing date, rather than the October 15 filing date. I
checked, and sure enough, that's exactly what happened - the docket was
altered to reflect an October 16 filing date and the complaint was altered
to change the filing date stamp from October 15 to October 16. Only the
EDTX Court Clerk could have made such changes.
Of course, there are a couple of flaws in this conspiracy. First, ESN

EFF is helping bloggers protect their

counsel Eric Albritton signed the Civil Cover Sheet stating that the

Constitutional right to anonymous speech

complaint had been flied on October 15. Second, there's tons of proof
that ESN filed on October 15. Heck, Dennis Crouch may be subpoenaed as
a witness!
You can't change history, and it's outrageous that the Eastern District of
Texas may have, wittingly or unwittingly, helped a non-practicing entity

az

to try to manufacture subject matter jurisdiction. Even if this was a

Slogs i Read

"mistake," which I can't see how it could be, given that someone ernailed
me a printout of the docket from Monday showing the case, the proper

Above The Law {People Mag_azine, for

course of action should be a motion to correct the docket.

httriltrontracker.blogspotcornt2007/10/esn -conv incett-edor-court-cterk.to-alterlund (1 of 18).

,

Lawyers)

2.1e
.
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in the Court get wind of this, making this post completely irrelevant).
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Patent Troll Tracker
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Send email

ESN Convinces EDTX Court Clerk To Alter

gmggTAIracker

Documents To Try To Manufacture Subject
Matter Jurisdiction Where None Existed
I got a couple of anonymous mails this morning, pointing out that
the docket tn ESN V. Cisco tthe Texas docket, net the Connecticut
docket), had been altered. One email suggested that ESN's local
counsel called the EDTX court clerk, and convinced him/her to
change the docket to reflect an October 16 filing date, rather than
the October 15 filing date. i .checked, and sure enough, that's exactly
what happened- the docket was altered to reflect an October 16
filing date and the complaint was altered to change the filing date
stamp from October 15 to October 16. Only the EDTX Court Clerk
could have made such changes.

About Me

Troll Tracker
Just a laveyer, interested In
patent cases, but not interested
in publicity

YiamtnYsaLnat_orafile

Of course, there are a couple of flaws in this conspiracy. First, ESN
counsel Eric Albritton signed the Civil Cover Sheet stating that the
complaint had been filed on October 15. Second, there's tons of
proof that ESN filed on October 15. Heck, Dennis Crouch may be
subpoenaed as a witness/
You can't change history, and it's outrageous that the Eastem District
of Texas is apparently, wittingly or unwittingly, conspiring with a non•
practicing entity to try to manufacture subject matter jurisdiction.
This is yet another example of the abusive nature of litigating patent
cases in the Banana Republic of East Texas.
(n.b.; don't be surprised if the docket changes back once the higherups in the Court get wind of this, making this post completely
irrelevant).
Posted by Troll Tracker at

WEDNESDAY,

tilebi

Asxeraents

oCToatk 17, 2007

Troll Jumps the Gun, Sues Cisco Too Early
Welt, t knew the day would come. I'm getting my troll news from
.DgerisQemb now. According to Dennis, a company called ESN sued
Cisco for patent infringement on October 15th, while the patent did
not issue until October lath. I looked, and E5N appears to be a shell
entity managed by the President and CEO of DirectAdvite, an online
financial website. And, yes, he's a lawyer. He clerked for a federal
judge in Connecticut, and was an attorney at Day, Berry Howard.
Now he's suing Cisco on behalf of a non-practicing entity.

http://trolltracker.blogspot.comi
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, Patent Troll Tracker
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Wog Archive
I asked myself, can ESN do this? I would think that the court veoutd
tack su ^ject matter jurisdiction, since ESN owned no property right at
the time of the lawsuit, and the passage of time should not cure that.
And, in fact, .1 was riatt:
• •

• ••

•■■• ■ ••■■■ ■

■101.114"

.•

♦ 7.007 (83)
♦ October (17)
faC9P11/811020/C9gLI
Cierk To Alter
DocUMents
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A declaratory judgment of 'invalidity" or "noninfringemenr with
respect to Elk's pending patent application woutd have had no
legal meaning or effect. The fact that the patent was about to
issue and would have been granted before the court reached the
merits of the case Is of no moment. Justiciabfliey must be judged
as of the time of filing, not as of some indeterminate future date
when the court might reach the merits and the patent has
issued. We therefore hold that a threat is not sufficient to create
a case or controversy unless it is made with respect to a patent
that has issued before a complaint is Med. Thus, the district
court correctly held that there was no justiciable case or
controversy in this case at the time the complaint was filed. GAF
contends, however, that the issuance of the '144 patent cured
any jurisdictional defect. We disagree. Later events may not
create jurisdiction where none existed at the time of filing.

Troll Jumps the Gun. Sues
Cisco Too Early

TrollSgranglittAmAyarg_
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Texas Judge Bans Using
Term 'Patent Troll" In
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Lag Wegjr,
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GAF Building Materials Corp. v. E(k Corp, of Texas. 90 F.3d 479, 483
iFed. Cir. 1996) (citations and quotations omitted).
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LitMalt g alost Red

One other interesting tidbit: Cisco appeared to pick up on this, very
quickly, Cisco filed a declaratary judgment action (in Connecticut)
yesterday, the day after ESN filed its null comptaint. Since Cisco's
lawsuit was filed after the patent issued, it should stick in
Connecticut.

Meet Troll Sues Fish t

iljgbardso

Cata-g="16"-"Hulti.
Itall_Calt and Other Patent

PiatrthrStammlnag..
Ada to Patent Treall

Perhaps realizing their fatal Raw (as a couple of other bloggers/news
Items have pointed out), ESN (represented by Chicago firm McAndrews
KM Et Malloy and local counsel Eric Albritton and T. Johnny Ward)
filed an amended complaint in Texarkana today • amending to change
absotutely nothing at all, by the way, except the filing date of the
complaint. Survey says? XX)0(XX (insert "Family Feud' sound here).
Sorry, ESN. You're on your way to New Haven. Wonder how Johnny
ward wilt play there?
Posted by Troll Tracker at Zgli.th

Issamot;

TroilSurfing: Monts & Ware, Ward & Olivo, and
Their Clients
Similar to surfing the web, I started by checking out a hunch i had
about Monts & Ware being behind all sorts of troll cases. Then I
trottsurfed through a bunch of cases, and 1 ended u• not onty with
Monts Et Ware (Dallas litigation firm), but also Ward Et Olivo (patent
lawyers from New York/New Jersey), as a thread behind a bunch of

http;//trolltracker.blogspot.corn/

yigginekultticAny

Illetang TroitTracker's Troll
uyfoitourAment.
patatadm frent and

^ September (27)
le

August (20)

^ July (11)
^ June (3)
11.

May (5)

Sitemeter

I 0/18/2007

Case 6:08-cv-00089-RAS

Document 100-2

EXHIBIT B

Filed 11/26/2008

Page 3 of 13

Case 6:08-cv-00089-RAS

Document 100-2

Filed 11/26/2008

Page 4 of 13

IN THE UNITED STATES DISTRICT COURT
EASTERN DISTRICT OF TEX AS
TY LER DIVISION
ERIC M. ALBRITTON,
Plaintiff,
V.

NO. 6:08-CV-00089
(1) CISCO SYSTEMS, INC , (2) RICHARD
FRENKEL, (3) MALLUN YEN and
(4) JOHN NOH,
Defendants.

PLA INTIFF'S SECOND SUPPLEMENTA L DISCLOSURES

TO: Cisco Systems, Inc., Mallun Yen and John Noh, by and through their attorney of record,
Mr. Charles Babcock, 1401 McKinney, Suite 1900, Houston, Texas 77010 and Richard
Frenkel, by and through his attorney of record, Mr. George McWilliams, P.O. Box 58,
Texarkana, Texas 75504-0058.

COMES NOW , ERIC A LBRITTON, Plaintiff in the above captioned and numbered
cause, and make the following Second Supplemental Disclosures pursuant to Rule 26(a)(1), Fed.
R. Civ. P., and the Order of the Court:

I.
PERSONS LIKELY TO HAVE DISCOVERABLE INFORMATION RELEVANT
TO THE CLAIMS AND DEFENSES OF ANY PARTY

l.

The plaintiff, Mr. Eric Albritton, who may be contacted through his attorney, Mr. James
Holmes of Henderson, Texas.
Various current and former employees of Cisco Systems, Inc. including Ms. Marta
Beckwith, Mr. Michael Ritter, Mr. John Corcoran, Mr. Dan Lang, Mr. Mark Michels, Mr.
Mark Chandler, Mr. Neal Rubin and Mr. Matthew Tanielian.

3. Mr. Bart Showalter, Mr. Kurt Pankratz, Ms. Jillian Powell, Mr. Steve Schortgen and Mr.
Kevin Meek of Baker Botts, LLP, all of whom have knowledge of various
communications with Defendants regarding the filing of the ESN case.
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4. Mr. Michael M. Smith, Siebman, Reynolds, Burg, Phillips &Smith, LLP, 713 South
Washington Avenue,Marshall, Texas 75670 who communicated with Frenkel about
his allegations against Eric Albritton. He also has knowledge of the Local Rules for
the Eastem District of Texas, the operating procedures of the clerk's office, the
discussions of the Committee on Local Rules and the reputation of Eric Albritton.
Mr. Michael Barclay, Wilson Sonsimi Goodrich & Rosati, 650 Page Mill Road, Palo
Alto, California 94304, who communicated with Frenkel about his allegations against
Eric Albritton.
Mr. Mark Weinstein, White & Case, LLP, 3000 El Camino Real, 5 Palo Alto Square,
9th Floor, Palo Alto, California 94306, who communicated with Frenkel about his
allegations against Eric Albritton.
The Co-Defendant, Mr. Richard Frenkel who may be contacted through his attorney,
Mr. George McWilliatns of Texarkana, Texas.
8.

The Co-Defendant, Ms. Mallun Yen who may be contacted through her attorney, Mr.
Charles Babcock of Houston, Texas.
The Co-Defendant, Mr. John Noh who may be contacted through his attorney, Mr.
Charles Babcock of Houston, Texas.

10.

Mr. T. John Ward, Jr., who has knowledge of the facts surrounding the filing of the
ESN litigation, the falsity of Defendants' allegations, the Plaintiffs professional
reputation and Plaintiff's damages. Mr. Ward may be contacted through his counsel,
Mr. Nick Patton of Texarkana, Texas.

11.

Mr. David J. Maland, Clerk of the United States District Court for the Eastern District
of Texas, 106 William Steger Federal Building, 211 W. Ferguson Street, Tyler, Texas
75702, who has knowledge of the facts surrounding the filing of the ESN litigation,
the electronic filing system for the Eastern District of Texas, the reputation of the
Court and Plaintiff s abilities and reputation.

12.

David Provines, Deputy Clerk of the United States District Court for the Eastern
District of Texas, 106 William Steger Federal Building, 211 W. Ferguson Street,
Tyler, Texas 75702, who has knowledge of the facts surrounding the filing of the
ESN litigation, the electronic filing system for the Eastern District of Texas, the
reputation of the Court and Plaintiff's abilities and reputation.

13.

Peggy Thompson,. Deputy Clerk of the United States District Court for the Eastern
District of Texas, 106 William Steger Federal Building, 211 W. Ferguson Street,
Tyler, Texas 75702, who has knowledge of the facts surrounding the filing of the
ESN litigation, the electronic filing system for the Eastem District of Texas, the
reputation of the Court and Plaintiff's abilities and reputation.
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14.

Shelly Moore, Deputy Clerk of the United States District Court for the Eastern
District of Texas, 500 State Line Ave., Texarkana, Texas 75501, who has knowledge
of the facts surrounding the filing of the ESN litigation, the electronic filing system
for the Eastern District of Texas, the reputation of the Court and Plaintifrs abilities
and reputation.

15.

Ms. Amie Mathis, former legal assistant to Eric Albritton, who has knowledge of the
filing of the ESN litigation, the Plaintiff s reputation and the Plaintiff s damages. Ms.
Mathis may be contacted through her attorney, Mr. Greg Love, 109 West Tyler,
Longview, Texas.

16.

Mr. Peter McAndrews of McAndrews, Held & Malloy of 500 West Madison Street,
34th Floor, Chicago, Illinois 60661. Mr. McAndrews is co-counsel with the Plaintiff
in the ESN litigation and has knowledge of the filing of the ESN case as well as the
Plaintiff's reputation and abilities and the impact of the defamatory statements made
by Defendants.

17.

Ms. Elizabeth DeRieux, P.O. Box 2649, Longview, Texas 75606. Ms. DeRieux has
knowledge of the professional reputation and integrity of the Plaintiff.

18.

Mr. Robert M. Parker,Parker, Bunt & Ainsworth, P.C., 100 E. Ferguson Street, Suite
1114, Tyler, Texas 75702. Mr. Parker has knowledge of the professional reputation
and integrity of the Plaintiff.

19.

Mr. Samuel Baxter, P.O. Box 0, Marshall, Texas 75671-0290.Mr. Baxter has
knowledge of the professional reputation and integrity of the Plaintiff.

20.

Mr. Danny Williams, Williams, Morgan & Amerson, 10333 Richmond Ave. #1100,
Houston, Texas 77042. Mr. Williams has knowledge of the professional reputation
and integrity of the Plaintiff.

21.

Mr. Louis Brucculeri, Wong Cabello Lutsch Rutherfoord Brucculeri, 20333 S.H. 249,
Suite 600, Houston, Texas 77070. Mr. Brucculeri has knowledge of the professional
reputation and integrity of the Plaintiff and had discussions with Defendant Yen
concerning the defamatory statements.

22.

Mr. Otis Carroll, Jr., P.O. Box 7879, Tyler, Texas 75711-7879. Mr. Carroll has
knowledge of the professional reputation and integrity of the Plaintiff

23.

Mr. John A. Albritton. Father of the Plaintiff Mr. Albritton has knowledge of the
impact this matter has had on Plaintiff.

24.

Mrs. Michelle L. Albritton, wife of the Plaintiff. Mrs. Albritton has knowledge of the
impact this matter has had on Plaintiff
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25. Scott E. Stevens, Stevens Law Firm. P.O. Box 807, Longview, Texas 75606-0807. Mr.
Stevens is a colleague and friend and has knowledge of the impact this matter has had
on Plaintiff.

II.

DOCUMEN7'S AND THINGS IN THE POSSESSION OF PLAIlVTIFF THAT ARE
RELEVANT TO THE CLAIMS AND DEFENSES OF ANY PARTY
1.

Documents EMA0001-1563 (previously produced on CD);

2.

Documents EMA1564-1566 (previously produced);

3.

Documents EMA1567-1604 (previously produced).

Respectfully submitted,

/s/ Nicholas H. Patton
Nicholas H. Patton
State Bar No. 63035
Patton, Tidwell & Schroeder, LLP
4605 Texas Boulevard
Texarkana, Texas 75503
903.792.7080 / 903.792.8233 (Fax)
Patricia L. Peden
LAW OFFICE OF PATRICIA L. PEDEN
610 16th Street, Suite 400
Oakland, California 94612
Telephone: 510.268.8033
James A. Holmes
Texas Bar No. 00784290
THE LAW OFFICE OF JAMES HOLMES, P.C.
635 South Main, Suite 203
Henderson, Texas 75654
903.657.2800 / 903.657.2855 (Fax)
ATTORNEYS FOR PLAINTIFF
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CERTIFICAlL OF SER VICE
I hereby certify that a true and correct copy of the foregoing has been fonvarded to
Charles Babcock, 1401 McKinney, Suite 1900, Houston, Texas 77010, attorney for Cisco
Systems, Inc., Mallun Yen and John Noh and Mr. George McWilliams, attorney for Richard
Frenkel, P,O. Box 58, Texarkana, Texas 75504-0058, via electronic mail on this, the 11 th day of
November 2008.

X s/ Nicholas H. Patton

Nicholas H. Patton
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IN THE UNITED STATES DISTRICT COURT
EASTERN DISTRICT OF TEXAS
TYLER DIVISION
ERIC ALBRFITON,
Plaintiff,
No. 6:08-CV-89

v.

CISCO SYSTEMS, INC. and
RICHARD FRENKEL,
Defendants.

PLAINTIFF'S IIVITIAL DISCLOSURES
TO: Cisco Systems, Inc., by and through their attorney of record, Mr. Charles Babcock, 1401
McKinney, Suite 1900, Houston, Texas 77010 and Richard Frenkel, by and through his
attorney of record, Mr. George McWilliams, P.O. Box 58, Texarkana, Texas 75504-0058.

COMES NOW , ERIC ALBRITTON, Plaintiff in the above captioned and numbered
cause, and discloses the following information pursuant to Rule 26(a)(1), Fed. R. Civ. P., and the
Order of the Court:

I.
PERSONS LIKELY TO HAVE DISCOVERABLE INFORMATION RELEVANT
TO THE CLA IMS A lVD DEFENSES OF A NY PA RTY
1.

The plaintiff', Mr. Eric Albritton, who may be contacted through his attorney, Mr. James
Holmes of Henderson, Texas.

2.

The various corporate representative(s) of the Defendant Cisco Systems, Inc. whose
identities and areas of knowledge and expertise are currently unlcnown to Plaintiff and
who may be contacted through their attorney, Mr. Charles Babcock of Houston, Texas.

3.

The Co-Defendant, Mr. Richard Frenkel who may be contacted through his attorney, Mr.
George McWilliaras of Texarkana, Texas.

06/02/2008 MON 17:30 FAX 903 657 2855 James Holmes Attorney

Case 6:08-cv-00089-RAS

Document 100-2

Filed 11/26/2008

4.

The Plaintiff s professional colleague, Mr. T. John Ward, Jr., who has knowledge of the
facts surrounding the filing of the ESN litigation, the falsity of Defendants' allegations,
the Plaintiffs professional reputation and Plaintiff's damages. Mr. Ward may be
contacted through his counsel, Mr. Nick Patton of Texarkana, Texas.

5.

Mr. David J. Maland, Clerk of the United States District Court for the Eastern District of
Texas, 106 William Steger Federal Building, 211 W. Ferguson Street, Tyler, Texas
75702, who has knowledge of the facts surrounding the filing of the ESN litigation, the
electronic filing system for the Eastern District of Texas, the reputation of the Court and
Plaintiff' s abilities and reputati OH.

6.

David Provines, Deputy Clerk of the United States District Court for the Eastern District
of Texas, 106 William Steger Federal Building, 211 W. Ferguson Street, Tyler, Texas
75702, who has knowledge of the facts surrounding the filing of the ESN litigation, the
electronic filing system for the Eastern District of Texas, the reputation of the Court and
Plaintiff's abilities and reputation.

7.

Peggy Thompson, Deputy Clerk of the United States District Court for the Eastern
District of Texas, 106 William Steger Federal Building, 211 W. Ferguson Street, Tyler,
Texas 75702, who has knowledge of the facts surrounding the filing of the ESN
litigation, the electronic filing system for the Eastern District of Texas, the reputation of
the Court and Plaintiff's abilities and reputation.

8.

Shelly Moore, Deputy Clerk of the United States District Court for the Eastern District of
Texas, 500 State Line Ave., Texarkana, Texas 75501, who has knowledge of the facts
surrounding the filing of the ESN litigation, the electronic filing system for the Eastern
District of Texas, the reputation of the Court and Plaintiff's abilities and reputation.

9.

Ms. Arnie Mathis, legal assistant to Eric Albritton, who has knowledge of thc filing of the
ESN litigation, the Plaintiff s reputation and the Plaintiff's damages. Ms. Mathis may be
contacted through Mr. Albritton's attorney, Mr. James Holmes of Henderson, Texas.

10.

Mr. Peter McAndrews of McAndrews, Held & Malloy of 500 West Madison Street, 34th
Floor, Chicago, Illinois 60661. Mr. McAndrews is co-counsel with the Plaintiff in the
ESN litigation and has knowledge of the filing of the ESN case as well as the Plaintiff s
reputation and abilities.

IL
DOCUMENTS AND THINGS 1N THE POSSESSION OF PLAINTIFF THAT ARE
RELEVANT TO THE CLAIMS AND DEFENSES OF ANY PARTY
1.

With the Court's permission, the parties have agreed to make discoverable documents
available at the offices of their Counsel.

2
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IH.
COMPUTATION OF ANY CATEGORY OF DAIIIAGES
1. Plaintiff does not seek any economic damages. Plaintiff seeks only an appropriate award
of damages for his mental anguish and punitive damages sufficient to deter Defendants
from future misconduct. The amounts of these awards are soundly in the discretion of the
jury.

IV.
INSURANCE AGREEMENTS
1.

None.
Plaintiff makes these disclosures based upon information currently known to him and

expressly reserves the right to amend or supplement these disclosures as discovery progresses
and the facts of the case become more clearly known to him.

Respectfully submitted,

olmes (Attorney in Charge)
o. 00784290

THE LA W OFFICE OF JAMES HOLMES, P.C.
635 SOUTH IvIAIN, SUFI .E 203
IIENDERSON, TX 75654
(903) 657-2800
(903) 657-2855 (fax)
jhg amesho lmeslaw. corn
A TTORIVEY S FOR THE PLAINTIFF
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CERTIFICATE OF SERVICE
I hereby certify that a true and correct copy of the foregoing has been forwarded to
Charles Babcock, 1401 McKinney, Suite 1900, Houston, Texas 77010, attorney for Cisco
Systems, Inc. and Mr. George McWilliams, attorney for Richard Frenkel, P.O. Box 58,
Texarkana, Texas 75504-0058, via United States mail on this, the 2 nd day of June 2008.
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Texarkana, Longview lawyers file lawsuit against California blogger, saying he
libeled them
By: Lynn LaRowe - Texarkana Gazette - Published: 06/29/2008
Anonymous Internet blogging by a California corporate lawyer accusing an area attorney of criminal
conduct has resulted in a civil lawsuit alleging libel and slander.
"This is the typical situation of a big multinational Fortune 500 company bullying the little guy. It's
disgusting," said Nick Patton, a Texarkana lawyer who filed the suit on behalf of T. John Ward Jr.
Ward's legal practice consists of many "intellectual property" cases such as patent disputes.
Patton said when Rick Frenkel, a California lawyer on the opposing side of a patent lawsuit with Ward and
Longview attorney Eric Albritton, posted blogs anonymously on "Patent Troll Tracker" accusing Ward,
Albritton and a federal clerk of conspiring to alter a federal document, he went too far.
"Cisco has already accepted responsibility for Mr. Frenkel's original blog post," said Terry Alberstein, a
senior director of corporate affairs for Cisco. "We are defending the matter vigorously and do not believe
any defamation occurred in this case."
Alberstein said at least two of Frenkel's superiors at Cisco were aware of his anonymous blogging. The
company has since revised its policy on blogging, he said.
Cisco employees who comment on issues related to the company must now identify themselves, according
to an Internet post by Cisco dated March 24.
"We believe that a few Cisco employees used poor judgment when they suggested topics to Rick for his
anonymous blog or pointed third parties to the blog without disclosing that the content was created by a
Cisco employee," the post said. "These are not appropriate communications activities for Cisco
employees and are inconsistent with our values and principles."
Frenkel represents Cisco Systems, a multi-billion dollar corporation in the Internet and computer
networking business, in a patent lawsuit filed against them by Ward and Albritton on behalf of ESN Corp.
"Just a lawyer, interested in patent cases, but not interested in publicity," is the way Frenkel described
himself on the blog he created.

Case 6:08-cv-00089-RAS

Document 100-3

Filed 11/26/2008

Page 3 of 4

Patton said Frenkel used a computer terminal inside Cisco's corporate offices in San Jose, Calif., to
generate most of his blogs with the blessing of the corporation.
"The cowardice of it is stunning," Patton said, regarding Frenkel's anonymous postings.
Frenkel accused Ward, Atbritton and the clerk of altering the date on the ESN vs. Cisco lawsuit from Oct.
15, 2007, to Oct. 16, 2007.
The patent at issue in the suit wasn't issued until Oct. 16, 2007, thus the suit had to be filed on that date
or after. ESN's suit alleges Cisco began infringing on their technology with full knowledge that a patent
application was pending.
Patton said there is a simple explanation for the confusion about the date.
Lawyers often call federal clerks' offices and notify them of their intention to file a suit within 24 hours.
The clerk can then assign a case number and court to the case without the actual petition having been
filed.
Federal court records show Ward and Albritton filed the suit at 12:03 a.m. Oct. 16, 2007, in the Eastern
District of Texas. U.S. Judge David Folsom's court has been assigned to hear the case.
In a Oct. 18, 2007, blog, Frenkel made the allegations and attacked the entire Eastern District of Texas,
Patton said.
"This is yet another example of the abusive nature of litigating patent cases in the Banana Republic of
Texas," Frenkel wrote.
Frenkel's true identity was revealed after an unknown individual traced his Internet address and
threatened to expose him, according to Frenkel's blog.
On Feb. 23, 2008, he posted a blog admitting his true identity.
Patton said he was told Frenkel had routed his Internet address through a proxy in Korea in an attempt to
keep curious individuals from exposing his identity. Cisco is allowing Frenkel to keep his position with the
company and to continue his blogging, though not anonymously.
"He has insulted everybody in the Eastern District of Texas from Beaumont to Sherman to Texarkana,"
Patton said.
He said Frenkel's blog is not only offensive to federal judges, court staff and attorneys who practice in
the district, but also to the citizens who make up federal juries in the Eastern District.
"He thinks the jurors in the Eastern District of Texas are banana republic-type people," Patton said.
In Cisco's April 8 answer to the suit filed March 13, the corporation admits Frenkel was acting within the
scope of his employment as one of Cisco's directors of intellectual property. Frenkel's Feb. 23 blog
contains an admission that his direct supervisor knew of and approved of the anonymous blogging
targeting lawyers involved in a lawsuit against the company.
The libel suit against Cisco and Frenkel was filed by Patton in the Western District of Arkansas. Patton has
filed a motion to dismiss Frenkel as a defendant because he believes Frenkel acted as an employee of
Cisco, Patton said. The suit is scheduled for a hearing Aug. 4 before U.S. Judge Jimmy Hendren of the
Western District of Arkansas, Texarkana Division.
Albritton filed a nearly identical suit March 3 in Gregg County, Texas, naming Frenkel and Cisco as
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defendants. The case was moved to a federal court in the Eastern District of Texas, Tyler Division, on
March 14 at the request of the defendants.
Patton said Cisco has been engaged in lobbying efforts in Congress to get patent laws changed to its
advantage.
Alberstein said the company is working to get patent taws changed because of "patent trolls."
A "patent troll" is an individual or company who purchases interests in patents but has no intention of
applying to the manufacture of the actual goods or services.
Patton said Cisco has no problem filing lawsuits alleging infringement on one of their patents but has a
different view when they are on the defense side of a patent suit.
"They don't want these little folks, the inventors, suing them," he said. "They don't like being sued in
the Eastern District of Texas and they allowed a lawyer in their legal department to call it a banana
republic."
Patton referred to inventors as the "backbone of this country" and pointed out that inventors like
Alexander Graham Bell and Thomas Edison weren't as concerned with manufacturing as inventing.
"You call somebody these ugly names, but the truth of the matter is these people are either inventors or
people who have invested in them. They try to put the blame on patent trolls," Patton said. "John Ward
isn't a patent troll, he's a lawyer. He files lawsuits just like Cisco's lawyers do."
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esn
From: PMCANDREWS@mcandrews-ip.com
Sent:

Monday, February 25, 2008 10:31 AM

To:

Eric M. Albritton

Cc:

T. John, Ward, Jr.

Subject: Troll Tracker exposed
Eric,
I assume you've seen this by now: http://trolltracker.blogspot.com/2008/02/blogger-revealed.html . Rick Frankel le
the same punk we met with at Cisco last month. He is directly responsible for the ESN case at CiS00.
Call me when you get a chance. I have some other things to discuss with you.
Thanks,
Pete

mcandrews
;;.:ANDFf.W3

Peter J. McAndrews
McANDREWS HELD & MALLOY LTD.
500 WEST MADISON STREET, 34th FLOOR
CHICAGO ILLINOIS 60661
M 312 775 8000
(F) 312 775 8100
pmcandrews©mcandrews-ip.com
www.mcandrews-ip.com

http://www.mcandrews-ip.com
****************************************************

CONFIDENTIALITY NOTICE:
This Material is intended for the named recipient and, unless
otherwise expressly indicated, is confidential and privileged
information. Any dissemination, distribution or copying of
this material is prohibited. If you received this message in
error, please notify the sender by replying to this message
and then delete it from your system. Your cooperation is
appreciated.
*****************************************************

CONFIDENTIAL EMA 1363
6/9/2008
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Page 1

IN THE UNITED STATES DISTRICT COURT
FOR THE EASTERN DISTRICT OF TEXAS
TYLER DIVISION
ERIC M. ALBRITTON
v.
CISCO SYSTEMS, INC.,
RICK FRENKEL, MALLUN YEN &
JOHN NOH

)
)
)
)
)
)
)

CERTIFIED COP

C.A. NO. 6:08-CV-00089

********************************************************
ORAL AND VIDEOTAPED DEPOSITION OF
FAYE THOMPSON
NOVEMBER 3, 2008
VOLUME I
*******************************************************

ORAL AND VIDEOTAPED DEPOSITION OF FAYE THOMPSON,
produced as a witness at the instance of the Defendant,
and duly sworn, was taken in the above-styled and
numbered cause on the 3rd day of November, 2008, from
5:02 p.m. to 5:12 p.m., before April R. Eichelberger,
CSR in and for the State of Texas, reported by machine
shorthand, at the United States District Court for the
Eastern District of Texas, 211 West Ferguson Street in
the City Tyler and the State of Texas, pursuant to the
Federal Rules of Civil Procedure and the provisions
stated on the record or attached hereto.

West Court Reporting Services

800.548.3668 Ext. 1
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PROCEEDINGS

1

THE VIDEOGRAPHER: This is the oral and

2
3

videotaped deposition of Faye Thompson taken in the suit

4

styled Eric M. Albritton versus Cisco Systems, Inc., et

5

al, Cause Number 6:08-CV-00089. Today's date is

6

November the 3rd, 2008. We are located at the Federal

7

Courthouse Eastern Division, 211 West Ferguson Street of

8

Tyler Texas. We are now on the record. The time is

9

approximately 5:02.
Will the court reporter please swear in

10
11

the witness.
FAYE THOMPSON,

12
13

having been first duly sworn, testified as follows:
EXAMINATION

14
15

BY MR. BABCOCK:

16

Q.

Would you state your name, please?

17

A.

My name is Faye Thompson.

18

Q.

Ms. Thompson, how are you employed?

19

A.

How?

20

Q.

Yes. Who employees you? How do you -- what's

21

your job?

22

A.

I'm a deputy clerk.

23

Q.

And I'm guessing for the United States

24
25

District Court for the Eastern District of Texas?
A.

That's correct.

West Court Reporting Services

800.548.3668 Ext. 1
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1
2
3
4
5

that she made the request of?
A.

Peggy was the only person that I know that she

spoke -- spoke to concerning that, yes.
Q.

All right. In any event, Amie didn't talk to

you about that?

6

A.

No, she didn't talk to me.

7

Q.

All right. And then it says a little bit

8

later, "At 4:43 p.m on October 17th, the Tyler docket

9

clerk changed the date filed for the complaint from

10

October 15th to October 16th." And that was you,

11

correct?

12

A.

That was me.

13

Q.

Okay. And that's an accurate statement,

14

right?

15

A.

Yes.

16

Q.

Okay. Did you ever tell Mr. Maland after

17

receiving this e-mail that there was anything

18

inaccurate, wrong, or anything-that he needed to change

19

about this letter he wrote to the Texas Lawyer?

20

A.

No, I didn't.

21

Q.

Okay. Have you ever heard of a website called

22

the "Patent Troll Tracker"?

23

A.

No.

24

Q.

Have you ever seen any articles on the Patent

25

Troll Tracker, specifically October 17th and

West Court Reporting Services
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IN THE UNITED STATES DISTRICT COURT
FOR THE EASTERN DISTRICT OF TEXAS
TYLER DIVISION

1
2
3

ERIC M. ALBRITTON

4

v.

5

CISCO SYSTEMS, INC.,
RICK FRENKEL, MALLUN YEN &
JOHN NOH

6
7

)
)
)
)
)
)
)

C.A. NO. 6:08-CV-00089

REPORTER'S CERTIFICATION
DEPOSITION OF FAYE THOMPSON
NOVEMBER 3, 2008

8
9

I, April Eichelberger, Certified Shorthand Reporter

10
11

in and for the State of Texas, hereby certify to the

12

following:
That the witness, FAYE THOMPSON, was duly sworn by

-1 13
14

the officer and that the transcript of the oral

15

deposition is a true record of the testimony given by

16

the witness;
That the deposition transcript was submitted on

17

to the witness or to the attorney

18
19

for the witness for examination, signature and return to

20

me by

21
22

ry

That the amount of time used by each party at the
deposition is as follows:

23

MR. BABCOCK

6 minutes

24

MR. McWILLIAMS

0 minutes

25

MR. HOLMES

3 minutes;

West Court Reporting Services

800.548.3668 Ext. 1
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1

That pursuant to information given to the deposition

2

officer at the time said testimony was taken, the

3

following includes counsel for all parties of record:

4
5
6
7

FOR THE PLAINTIFF:
Mr. James A. Holmes
FOR THE DEFENDANT CISCO SYSTEMS, INC.:
Mr. Charles L. Babcock, Ms. Crystal J. Parker

8

FOR THE DEFENDANT RICHARD FRENKEL:

9

Mr. George L. McWilliams

10
11
12

FOR THE WITNESS:
Mr. Thomas E. Gibson, Mr. Bob Wells
is the deposition officer's charges

That $

13

to the Defendant for preparing the original deposition

14

transcript and any copies of exhibits;

15

I further certify that I am neither counsel for,

16

related to, nor employed by any of the parties or

17

attorneys in the action in which this proceeding was

18

taken, and further that I am not financially or

19

otherwise interested in the outcome of the action.

20

Certified to by me this

day of

, 2008.

21
22
23
24
25

April Eichelberger
Texas CSR No. 7495
Expiration Date: December 31, 2009

West Court Reporting Services
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19
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2008.

22
23
24
25

April Eichelberger
Texas CSR No. 7495
Expiration Date: December 31, 2009
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LEXSEE 2006 U.S. TRANS. LEXIS 29
Go to Supreme Court Opinion

Go to Supreme Court Brief(s)

EBAY INC., ET AL., Petitioners v. MERCEXCHANGE, L.L.C.
No. 05-130
SUPREME COURT OF THE UNITED STATES
2006 U.S. TRANS LEXIS 29
March 29, 2006, Wednesday, Washington, D.C.
NOTICE:

JW.000642
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2006 U.S. TRANS LEXIS 29, *

[*1] Transcribed by Alderson Reporting Company, Inc., 1111 14th Street, N.W., Suite 400, Washington D.C. 200055603, Telephone Number: 202-289-2260
The above-entitled matter came on for oral argument before the Supreme Court of the United States at 11:31 a.m.
APPEARANCES: CARTER G. PHILLIPS, ESQ., Washington, D.C.; on behalf of the Petitioners.
JEFFREY P. MINEAR, ESQ., Assistant to the Solicitor General, Department of Justice, Washington, D.C.; on behalf of
the United States, as amicus curiae, supporting the Respondent.
SETH P. WAXMAN, ESQ., Washington, D.C.; on behalf of the Respondent.
OPINION: PROCEEDINGS
(11:31 a.m.)
CHIEF .TUSTICE ROBERTS: Well hear argument next in eBay v. MercExchange.
Mr. Phillips.
ORAL ARGUMENT OF CARTER G. PHILLIPS
ON BEHALF OF THE PETITIONERS
MR. PHILLIPS: Thank you, Mr. Chief Justice, and may it please the Court:
The fundamental question that's posed in this particular case is whether or not the court of appeals by adopting a
rule that declares categorically that three out of the four traditional factors for deciding whether or not to grant permanent injunctive relief will be ir •ebuttably presumed to be satisfied whenever a jury has found

JW.000643
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2006 U.S. TRANS LEXIS 29, *

[*2] that a patent is valid and has been infringed.
The rule in the Federal Circuit for at least 20 years has been that if you have validity and infringement decided by
the jury, that then there is irrebuttable finding of -- of irreparable injury, of inadequate remedy at law, and that the balance of harms decidedly favors the plaintiff, and that the only issue that remains available to the defendant in that circumstance is a heightened scrutiny on the standard of whether or not the -- the public interest commands that an injunction be denied in a particular case. And even in that context, the Federal Circuit's rule is extraordinarily stringent because not just any public interest can -- will satisfy, but instead, it has to be a public interest that endangers the public
health.
JUSTICE GINSBURG: Is that all in Judge Bryson's decision? I certainly didn't see it there.
MR. PHILLIPS: That -- that is precise -- I think it's the only way to read Judge Bryson's decision, Justice Ginsburg,
where the court says, at page 26a, that a permanent injunction will issue once infringement and validity have been adjudged, and then say, to be sure, it will not be so to protect the public interest. And

JW.000644
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2006 U.S. TRANS LEXIS 29, *

[*3] we all know the traditional rule with respect to the grant of injunctive relief is that its a four-factor test.
JUSTICE GINSBURG: I didn't see anything about irrebuttable presumption.
MR. PHILLIPS: Well, the point is that if an injunction follows with a finding of -- of validity and infringement,
then that means that there has to be -- there has to be irreparable injury, inadequate remedy at law, and that the balance
of hardships has to tilt in -- in favor of the plaintiff. And then the only issue that remains is whether or not the public
interest justifies not granting an injunction under the circumstances of this case. It seems to me there's no other way to
read that.
And if you read it in the context of the -- of the previous 20 years of decisions from the Federal Circuit, it is absolutely clear. We don't have the opportunity to come back as a defendant in an infringement action and say, Your Honor,
in the specific facts of this case, this is someone for whom money damages is a completely adequate remedy.
And -- and it seems to me quite clear that section 283 is designed to be exactly the opposite of the way the Federal
Circuit has interpreted this this scheme. Section

JW.000645
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2006 U.S. TRANS LEXIS 29, *

[*4] 283 says explicitly -- and this is at page 1 of the blue brief -- district courts, quote, may -- not shall -- grant injunctions in accordance with principles of equity. And principles of equity, as Justice Story said almost 200 years ago, systematically reject the idea that you will act on a categorical basis in deciding whether or not to grant or withdraw the
injunctive relief in -- in particular circumstances. And to the contrary, you have to look at each specific issue.
And in that regard -JUSTICE SCALIA: Is -- is that so with -- with respect to someone else's use of of your property? It seems to me
very rare where -- where someone takes your property, that the court wouldn't -- wouldn't give you the property back
and -- and simply say, you know -- I can think of a few extraordinary examples. If somebody makes a statue out of stolen gold, you know, the -- the old classic, I guess you'd get the money back. But ordinarily we're talking about a property right here, and -- and the property right is -- is explicitly the right to exclude others from -- from use of that. That's
what the patent right is. And all he's asking for is give me my property back.
MR. PHILLIPS: Right. And
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[*5] -- and Congress already made the -- the balance, Justice Scalia, with respect to that because Congress obviously
identified the property right as the right to exclude. And then Congress did not confer upon the district courts no discretion to act in -- in a situation where the property right has been violated. Instead, Congress expressly adopts in 283 a
very broad grant of equitable discretion. To be sure, in the ordinary case, you -- you very well may have irreparable
injury proved, but the question is, do you -- do you eliminate any inquiry and any specific facts of the case and instead
not only presume it, which I think is a mistake, although the district court did that and found that in this case the presumption was rebutted, but to -- but to say irrebuttably it's presumed that you have irreparable injury, irrebuttably presumed that you don't have an adequate remedy at law, and irrebuttably presume that the balance of equities tilt in favor
of the plaintiff. And that, it seems to me, cannot be squared with the language of the statute.
And, indeed, on that score, the United States sort of magicatly ends up on our side of the -- of the table because the
United States says the same
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[4 6] thing. There is no way -JUSTICE BREYER: On Justice Scalia's question, I was trying to think of some, and I was trying to think the analogy might -- you might find some analogy in the public utilities field, the -- or a ferris wheel or something. What you
want is a person who uses his property not at all himself, but licensed the public generally. And now would a -- would a
court issue an injunction there? And as I think about that, I don't realize I don't know the answer.
MR. PHILLIPS: I don't know of any. I mean, I certainly wouldn't categorically declare that you have to I guess is
the way I would respond to that.
JUSTICE BREYER: Yes, that's what -- I mean, that -- that's what you're trying to analogize this case to, I guess, is
a person who licenses others to use his property and never uses it himself.
MR. PHILLIPS: That's precisely what this case involves.
JUSTICE BREYER: And there, I don't know how courts do normally act in other areas of property law.
MR. PHILLIPS: Well, I don't know that there are a whole lot of them like that, but the one thing that -- I mean,
there are two things to think about the property concept in the statute.
First of all, Congress does not
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[*7] declare that the property interest here is a real property interest, which traditionally has been protected differently.
It's a personal property interest, which is traditionally given -- accorded less protection under this kind of a scheme. And
so there -- and -- and again, Congress in any event struck the balance. It didn't say, as it could have, that there is presumed -- there's a presumption that we have an injunction. It didn't say, as it could have, that we shall have a -- shall
have either a presumption or an injunction in any particular case. And so under the statutory scheme here, it seems to -CHIEF JUSTICE ROBERTS: Well, but -- but the exercise of discretion is channeled over time, as -- as judges apply it in -- in similar cases. You're not suggesting that in a typical run-of-the-mine patent case, no special considerations,
it would be wrong to say that in those cases you typically would grant an injunction?
MR. PHILLIPS: I think in those cases, the irreparable injury and the inadequacy of the remedy at law will be -- will
be easy to demonstrate, as they have been for hundreds of years.
The -- the fundamental difference -- this is important to have this in mind. The
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j*8] Federal Circuit adopted this rule of law some 20 years ago. That's before the high-tech boom, before the explosion
in the number of patents. And so the opportunity to deal with these issues on an individualized basis that might give rise
to some kinds of rules that you could, in fact, apply to the generality of cases based on an experience has never been
there. We have been dealing with an irrebuttable presumption for 20 years in a way that has -- has comp lete/y stultified
the ability to develop any of those kinds of rules.
And what we're asking this Court to do at this point is to say, no, enough is enough. We need to go back to a time
where the -- go back to the language of the statute, confer the discretion on the district courts.
And it's important not just for a case like this one, but it -- but it distorts tremendously the settlement value and the
process and the relationship between the patent holder and all of the potential licensees because we're in a -- in a world - and I don't think the Court can ignore this because it's in the amicus briefs. We're in a world where if a patent holder
files a lawsuit in Marshall, Texas, no patent has ever been declared invalid in that
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[*91 jurisdiction, and no patent has never been found not to infringe. And then you take that finding automatically and
you turn it into an injunction. Any person who has been threatened under those circumstances and told that we're going
to face a lawsuit in Marshall, Texas is going to have a very different negotiating posture than in a situation where -JUSTICE SCALIA: You know, I mean, that's -- that's a problem with Marshall, Texas, not with the patent law. I
mean, maybe -- maybe we should remedy that problem.
MR. PHILLIPS: Well, I hope you -JUSTICE SCALIA: But I don't think we should write -- write our patent law because we have some renegade jurisdictions.
Why -- why isn't the -- the free market normally adequate to solve any problems you're talking about? Everybody is
in this for the money. Nobody is going to hold off giving the license beyond the point where -- where it makes financial
sense.
MR. PHILLIPS: Well -JUSTICE SCALIA: Why can't -- why can't we let the market take care of the problem?
MR. PHILLIPS: Well, I think the -- the market will take care of the problem. The question is under what standards
are you going to apply. Are you going to say that there is

JW_000651

Case 6:08-cv-00089-RAS

Document 100-6

Filed 11/26/2008

Page 12 of 57
Page 11

2006 U.S. TRANS LEXIS 29, *

[* 10] no effective check on the jury system, that it goes automatically from a jury's finding to injunctive relief, or are
you going to implement it against the backdrop of what Congress specifically provides, which is that the district courts
should exercise equitable discretion in deciding how best to proceed.
JUSTICE GINSBURG: One of thc problems with the district court exercising equitable discretion without a close
review by the Federal Circuit is just the thing that the Federal Circuit was created to handle, that is, to get a tremendous
disparity among district judges. I don't know that it's only in Marshall, Texas that you have a tilt in one direction or in
the other. So the Federal Circuit is put there not to say that the district judges have no discretion, but to try to rein it in
somewhat so that you won't have wide disparities, which you very well might have if you just say discretion to the district judges and very light review on appeal.
MR. PHILLIPS: But, Justice Ginsburg, the -- the problem with that is that that's not the scheme that Congress created with respect to the remedial aspects of -- of the patent laws. I mean, it is surely the case that Congress meant, as —
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[*11] as substantive patent law is generally enforced and implemented, that the Federal Circuit would play a significant role in ensuring some kind of uniformity, but Congress didn't then go the extra step and say, and when it comes
time to decide whether or not injunctive relief ought to be granted, that it will -- that we will presume it or that we will
deal with it in a categorical way. Congress granted that discretion to the district courts and with good reason because
district -JUSTICE SCALIA: I think maybe you exaggerate the -- the extent of equitable discretion. I mean, it wasn't as
though it's just left up to the judge, seems like a good idea or not a good idea. There are a lot of rules for when -- when
you would give injunctive relief and not. And -- and I -- you know, I'm not sure you're going to get into the kind of
wide-ranging allowance that — that you seem to be arguing for.
MR. PHILLIPS: Well, I don't know that I need a wide-ranging allowance with respect to this. What I need is elimination of the irrebuttable presumption that doesn't allow any consideration of whether money damages are adequate in a
particular case.
And -- and here, its very important to focus. The
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[*12] -- the district judge didn't just say, I woke up this morning and I felt really good about the defendant, and therefore, I'm not granting an injunction. The district court here said, I'm making specific findings of fact with regard to the
adequacy of money damages to deal -CHIEF JUSTICE ROBERTS: Well, but he said other things too, and one thing he said is, I don't like business
method patents very much, and so I'm not going to give an injunction here.
MR. PHILLIPS: Well, that's -CHIEF JUSTICE ROBERTS: Do you think that was proper or improper?
MR. PHILLIPS: That's -- that's not precisely what he said, Mr. Chief Justice. What he said was that business
method patents stand on a somewhat different footing because they're subject -CHIEF JUSTICE ROBERTS: He said there's a growing concern over the issuance of business method patents.
MR. PHILLIPS: Right.
CHIEF JUSTICE ROBERTS: Is that an appropriate consideration to take into account in determining whether to
grant an injunction or not?
MR. PHILLIPS: I think probably, at the end of the day, it wouldn't be, but the bottom line is that he did that in the
context of analyzing the public interest consideration and he said that
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[*13] didn't -CHIEF JUSTICE ROBERTS: Well, then he went on and he said -MR. PHILLIPS: -- tilt in favor.
CHIEF JUSTICE ROBERTS: -- another -- another consideration is that this patentee does not practice its patents.
But, I mean, isn't that just saying he's, you know, the -- the guy in the garage and he's an inventor and the way he's going
to market his discoveries is by getting some firm that basically speculates on patents.
MR. PHILLIPS: Sure. And -CHIEF JUSTICE ROBERTS: And if he's denying that inventor, you know, the -- what he'd give to Bell Labs -- or
whatever Bell Labs is these days -- that does practice the inventions -MR. PHILLIPS: I should know that actually, but —
(Laughter.)
MR. PHILLIPS: But, Mr. Chief Justice, I -- I think you can -- it's — it's not fair to pick apart each one of his findings and say does that finding enough or is that finding enough.
The truth is the district court made a series of four findings that overlap, and one of which was, obviously, he doesn't -- he doesn't practice his patent. He also doesn't effectively license. He's willing to license his patent to eBay. He's
wilting to license this patent to anybody under these circumstances.
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[*14]
JUSTICE KENNEDY: Well, but -MR. PHILLIPS: And candidly, most of the licensing arrangements don't even exist, and they're -- I'm sorry, Justice
Kennedy.
JUSTICE KENNEDY: Well, I'm -- I interrupted you.
But the -- the business process point you give away fairly quickly. I -- I thought that was rather substantial. The
whole point is, is that a business process patent is -- is difficult to define and could be very -- it can be very restrictive.
MR. PHILLIPS: -- I think in -- in a proper case -- and I don't think you can do it under the -- under the public interest analysis. I think you'd probably end up doing it under the balance of the hardships. But in any event -- and -- and
what you -- you know, obviously, this case is -- is more complicated because -jUSTICE KENNEDY: My concern is if you take that away, I don't know if you've got a lot left for the -- saying no
injunction in this case.
MR. PHILLIPS: Well, I -- I mean, there's plenty left because he doesn't practice this invention. He has no intention

of practicing this invention beyond the receipt of money. Money damages are a completely adequate remedy under
these particular circumstances, given — given especially
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1 4'15) the fact that if -- if the infringement continues -- and remember, this is not a situation where he proposes to continue to infringe. We propose to work around it, but if the infringement continues, were then subject to enhanced damages and all of the deterrent power that that has, plus the possibility, obviously, down the road that the district court
could, on a rule 54 motion, now come back and say, well, no, now I've decided that injunctive relief is warranted under
these circumstances.
JUSTICE GINSBURG: Well, isn't it a concem that Congress didn't provide for compulsory licensing which this
seems to have a very strong resemblance to? It says eBay wants to do this, so they're going to have to pay for it, but the
patentee can't stop them. It just has -- in effect, has to license them to do it.
MR. PHILLIPS: But -- but we're not asking for a compulsory license because it is not our intention, going fonvard,
to infringe this patent. We've made it very clear to the district court and the district court recognizes that we not only
intend to but have, in fact, implemented a design-around or a work-around to this particular patent. And that's what we
expect will happen. So we're not
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(*I 6] asking for the right to continue to infringe and the willingness to pay as we go.
Our concern -- and this does go to the business method patent because it does go to the -- to the uncertainty. The
problem we have here is we don't know where the fine is going to be drawn. That's why the district court said specifically, you know, there's going to be unending litigation on this because it's very difficult to define the metes and bounds
of this particular patent, and we're going to have to fight over that, so that the traditional reason for injunctive relief,
which is to bring peace, isn't available in this case. We're not going to have peace under these circumstances.
And when you have that situation and you have the kind of uncertainty, not because of business method patents
generally -- that's -- that's where I was I think probably giving up too much immediately. I don't think the fact of a business method patent is per se a problem, but I think analyzing the specific business method patent and its uncertainty is a
legitimate consideration for the district court to take into account in deciding whether or not, in a particular circumstance, we are better off saying, pay the plaintiff
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[ 4'17] the money for the past injury, let's see how the work-around develops, and take it into account, but without the
sort of -JUSTICE KENNEDY: Well -- well, tell me how -- how this work. It seems to me that an injunctive hearing is -might be the cheapest, most effective way to -- to sort out whether there's going to be a violation. You call the parties in
and they indicate what -- what they propose to do, and the judge says, well, this is within it or it's without it. It's -- it's
much cheaper than a -- a new lawsuit.
MR. PHILLIPS: Well, of course, the consequences of the -- of the process are significantly different because, obviously, the remedies for -- for contempt are significantly more draconian than -- than just a finding of a — of a violation.
But more -- more important than that, Justice Kennedy -JUSTICE KENNEDY: Well, but this gives you the advantage of coming in in advance saying, I want -- I -- I want
a ruling in advance that I'm not going to violate the injunction. You've got a cheap lawsuit.
MR. PHILLIPS: Well, and the reality is the district court already looked at this and said that it -- it is the district
court's judgment that they're going to require full
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[* 1 8] infringement trials. I mean, that was the finding it made with respect to the balance of hardships. And -- and neither the court of appeals nor the — nor the respondent in this case has -- has challenged that particular finding. So the
reality is the district court has made the determination that that's not -- that process is either not available or not practical
in the context of this, particular case, which of course, goes back to why it's important to make sure that you look at each
of these cascs on their individual facts rather than across the board on a on these -- on an irrebuttable presumption
basis.
The -- the additional point that I think it's important 1 at least spend a minute on, because the Court asked for us to
deal with Continental Paper Bag, is that it does seem to me quite clear that, at least at this stage, the parties are pretty
much in sync, that -- that thc Court need not revisit Continental Paper Bag. The holding in that case is actually almost a
sort of quintessential situation where you have two participants in the market, one of whom would like to take advantage of a patent that will improve that participant's ability to produce a product. The patent holder
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(*191 is not ready yet to develop that product using that particular method and, therefore, sues to stop his competitor
from entering into that market. I mean, that's the classic kind of situation where you have a -- you know, where you -where you've got the potential infringer is looking at what's going on and making a decision and copying it and then
trying to implement it. And the Court said, under those circumstances, you get an injunction.
But here, of course, we're dealing with a vastly different situation, as we -- as we point out that -- in our brief,
where the -- at page 9 where the district court specifically found that not any of eBay's success is attributable to anything in the patents of the plaintiff in this case and that nothing in the patents that were put forward by the plaintiff in
this case provide any basis on which anyone could build a business model. So this is, to my mind, the antithesis of the
situation in Continental Paper Bag.
But in any event, the holding there is clearly not implicated here. It's been codified by Congress. There's no basis
for the Court to reconsider it.
To the extent that there is — is dicta in there that talks about the right to exclude,
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[*20] Justice Scalia, I think, in general, the right to exclude is one that you do, in fact, enforce with injunctive relief in
many cases, but the question here is whether or not the Federal Circuit should have adopted a rule that says you -- you
enforce it in every case irrebuttably as to three of the four factors, and as to the fourth factor, you don't go any further
than requiring the plaintiff to show that there's a -- an imminent public health crisis.
Under those circumstances, it seems to me the Court should reverse the court of appeals. And, indeed, if there were
ever a case in which the Court ought to uphold the district court on a -- under the abuse of discretion standard, it is this
case.
CHIEF JUSTICE ROBERTS: Why should we -- if I can get back to one of the factors. Why should we draw a distinction between the -- the sole inventor who needs a patent speculation flan to market his discovery and -- and somebody else? Why -- why should he lose the leverage of the normal injunction and have substituted for that a duel of experts over what a reasonable royalty should be?
MR. PHILLIPS: Because the -- because Congress didn't dictate that he gets that leverage in every situation.
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[*2 I] And -- and it's quite possible that the -- there are going to be a lot of situations. And the Solicitor General's brief
identifies four of them in which an inventor, who doesn't plan to practice the invention, engages in -- in various kinds of
licensing schemes that create all kinds of interrelationships among the way the patent is going to be developed, and I
think all of those are perfectly legitimate and could easily justify injunctive relief in precisely the kind of case that you
pose, Mr. Chief Justice. But that's not this case.
CHIEF JUSTICE ROBERTS: Can I -- maybe I don't understand what it means to practice the invention. If -- if I —
does that -- if -- if I invent something, you know, a new -- better way to make a car engine work and I want to sell that
to somebody, that's -- you'd say that's not practicing the invention because I don't build cars?
MR. PHILLIPS: Right. But again, you've licensed it and there are certain rights that, obviously, arise out of the licensing. None of these factors is alone, I don't believe, sufficient to say you don't get injunctive relief. But I think what
the district court said, and I think that this is why the Court ought to affirm the district
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[*22] court's under -- under an abuse of discretion standard, which never been applied to this case -- what the Court
should say is, look, and where you have no practicing of the invention by the inventor, where you have a complete willingness to license not only to the world, but also to eBay specifically, and where you've never sought preliminary injunctive relief, under all of those -- and where -- and where there's serious question about the lines to be drawn, there's
no benefit to be had by -- in the way of trying to eliminate the amount of litigation on an ongoing basis, under all of
those circumstances, all of which the district court identified, then it's not appropriate to grant injunctive relief. We'll
allow enhanced damages in the interim and even the potential down the road, obviously, of -- of an injunction to serve
as enough of a deterrent to protect the right to exclude that the plaintiff has under the statute.
JUSTICE SCALIA: Why -- why does the fact that -- that you're not practicing the invention make a difference? I
mean, why -- why should I be in better shape, as far as getting an injunction is concemed, if I produce an automobile
engine and -- and make some undeterminate
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[*23] profit -MR. PHILLIPS: Right.
JUSTICE SCALIA: -- from the use of this particular invention in the engine than I would be if I licensed it with a
royalty based upon the number of sales of engines? I mean, they're both risking, you know, the same future use of the -of the device. Why -- why does one situation justify an injunction more than the other?
MR. PHILLIPS: Yes, I think -- I think I ought to modify it slightly because it's not just simply that you don't practice the invention. It's that you're not in the market itself because that's -- that's the Continental Paper Bag case. You
know, in Continental Paper Bag, they don't want to -- they don't want to practice the invention either because they want
to hold it back in order to be able effectively to use it. If they had wanted to license it, that would have made sense too.
But this is not a competitor in the market. If they were a -- it seems to me you have a much better claim to a need to
occupy space. That's what the injunction is trying to say. This is my space. I want to occupy it. But if you choose not to
occupy it, it's not to say that you abandon your right to an injunction, but that that ought to be a legitimate,
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[*24] individualized consideration, among other considerations -JUSTICE SCALIA: By not occupying it, you mean including not licensing it to somebody else.
MR. PHILLIPS: Well, if you didn't license it -- and actually we have no relevant licenses here too -- that would be
another factor that ought to be -- that ought to count in the mix. Again, its not -- I'm not looking for a presumption the
other way and I'm not looking for categorical rules that say that if you -- if you're a nonperforming entity, that you don't
get a license, or even if you're a troll, as that term gets bandied around, that you're never entitled to a -- to an injunction.
JUSTICE KENNEDY: Well, is -- is the troll the scary thing under the bridge, or is it a fishing technique? I -- I want
(Laughter.)
MR. PHILLIPS: For my clients, it's been the scary thing under the bridge, but -(Laughter.)
JUSTICE KENNEDY: I mean, is that what the troll is?
MR. PHILLIPS: Yes, I believe that's the -- I think that's what -- what it is, although you — maybe we should think
of it more as Orks, now that we have a new generation, but at this point troll is the word that gets -- that gets used.
If there are no further questions,
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[*25] I'd like to reserve the balance of my time, Your Honors,
CHIEF JUSTICE ROBERTS: Thank you, Mr. Phillips.
Mr. Minear, we'll hear from you.
ORAL ARGUMENT OF JEFFREY P. MINEAR
ON BEHALF OF THE UNITED STATES,
AS AMICUS CURIAE, SUPPORTING THE RESPONDENT
MR. MINEAR: Thank you, Mr. Chief Justice, and may it please the Court:
The United States submits that the right to a patent is an important matter, but it must be considered in the context
of the remedies as well.
And the United States further submits the patentee's right to an injunction should be covered by the familiar fourfactor test this Court has applied in cases such as Weinberger v. Romero-Barcelo. This Court's express endorsement of
the four-factor test would provide disciplined guidance and a framework for the lower courts to evaluate whether or not
a patent should issue in any particular case.
The court of appeals in this case did not make express reference to the four-factor test. Nevertheless, it did identify
the difficulties with the -- the district court's decisions.
CHIEF JUSTICE ROBERTS: You don't think Mr. -- you don't think Judge Bryson forgot about the four- factor
test, do you?
MR. MINEAR: Absolutely
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[*26] not.
CHIEF JUSTICE ROBERTS: Sure. And -- and he was just reflecting the reality that in a typical case, this is what
happens. It seems to me all you want us to do is edit his opinion and stick in this formulaic paragraph about there are
four factors and here they are.
MR. MINEAR: Not exactly, Your Honor. We think that there is some legitimate confusion among the patent bar
and in the community about whether or not this test issues nearly automatically or not. Certainly there are many amicus
briefs on both sides. And we think it's useful for this Court to make clear that this is an exercise of equitable discretion.
Now, Judge Bryson, I think, was aware of the four-factor test. In fact, both parties cited the four-factor test before
the district court.
He was also aware of the abuse of discretion standard. That's a well-established standard and the parties cited that
standard to the Federal Circuit in the course of briefing this case below.
But what we think this Court can do is it can provide guidance on how those factors are applied in the patent context in this very important area. We think the court of appeals decision is correct. The judgment is correct. But we think
that
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[*27] there's some benefit to this Court explaining why that is so, and I'd like to -CHIEF JUSTICE ROBERTS: Can I ask you about one factor in particular? What if by the time you get to the injunction stage, the -- the patent office has, you know, rejected all of the underlying claims in a preliminary way? It's not
final. Can the district court take that into account in deciding not to issue an injunction?
MR. MINEAR: Well, I think, Your Honor, you're referring to the reexamination process CHIEF JUSTICE ROBERTS: Right.
MR. MINEAR: -- that, in fact, is ongoing in this case. And we think merely that the Patent and Trademark Office's
office action is not sufficient. In this case, if I can speak outside the record, there has been what is called a first office
action and a second office action, but no final action by the PTO. But even if there was final action by the PTO, that
would still be subject to review by an administrative body, the Board of Patent Appeals and Interferences, and there
would be further judicial review. The PTO would not withdraw the patent, would not certify that it's invalid until the
conclusion of the judicial process.
So we think for that reason the district court
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[*28] should not act precipitously. It may have -- the district court would have discretion to take that into account,
whether it should stay further proceedings pending the -CHIEF JUSTICE ROBERTS: Well, that's what struck me as odd there. Footnote 27 says that's a basis for staying
the injunction. It seems to me if it's a basis for staying the injunction, it's a basis not to issue one in the first place.
MR. MINEAR: Well, it also might be a -- a basis in terms of how to structure the injunction. We simply meant to
indicate in footnote 27 the district court has discretion on remand to take these factors into account based on where the
case is at that time. We're not taking a position one way or another what the Court should do in this particular case. That
is an exercise of discretion. It's subject to review for abuse of discretion.
But I would like to talk about the four individual factors in this case because I think it provides helpful guidance in
the resolution of the dispute before the Court.
As an initial matter, with regard to irreparable injury, patent infringement normally will result in irreparable injury
because it denies the patent holder its statutory right to exclude
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[*29] others from practicing the invention. It's the type of right that is susceptible to irreparable injury because -JUSTICE STEVENS: But it denies the right subject to being a damage remedy that's available.
MR. MINEAR: That's correct, but the difficulty here is the pragmatic question of whether the district court can determine whether damages are appropriate or not in a particular case.
JUSTICE STEVENS: Is it always -- is it always going to be irreparable injury if the patentee always gets fairly
compensated?_
MR. MINEAR: No. There -- we certainly recognize there can be cases where there would not be irreparable -JUSTICE STEVENS: So if there are some cases when he gets fairly compensated and some he does not, why
should you say it's always irreparable injury?
MR. MINEAR: Well, my -- our position is not that it's always, but that it normally is irreparable injury. It usually
will be. And there are certainly circumstances we can envision where it would not be irreparable injury.
JUSTICE STEVENS: It usually will be because usually damages are not an adequate remedy?
MR. MINEAR: Yes, that's correct. And the reason why damages are not an adequate remedy is because, as Judge
Easterbrook
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[*30] indicated, its very difficult for the district court, looking forward, to determine what business opportunities are
available to the -- to the licensor or the practitioner in the face of the prospect of continuing infringement. And that is
why, as Judge Easterbrook noted in the Catheter case, the injunction harnesses the market to determine what the market
value of that patent is. It forces negotiation between the parties, as compared to the court acting to try and develop a
reasonable royalty based on the battle of experts.
JUSTICE SCALIA: When you say going forward, I thought we were talking about damages for the past violation,
not damages for future violations which will continue. Are we talking about that too?
MR. MINEAR: Yes, that's what we're talking about.
JUSTICE SCALIA: About the court effectively saying, yes, here pay him and -- and go on and skip away and continue violating it.
MR. MINEAR: Well, when a district court -JUSTICE SCALIA: In this case, they -- they claim not to want to violate it in the future. They're just talking about,
you know, the -- the past actions should -- should be compensable by damages and not -- they should not be subjected to
a very threatening
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[*3 I I injunction.
MR. MINEAR: Yes, but in this case the district court has awarded the damages for the past -- past actions already,
and the question is how will we deal with the threat of continuing infringement. And the difficulty that the district court
faces here is it has to, if it takes no action, as it's done now, it will at some later date have to go back and determine what
those damages would be.
JUSTICE SCALIA: Which -- when they will be calculable. You're saying it's hard to calculate them into the future.
You want the district court to calculate what the future damages will be and say, we think the damages will be this.
Here, take your money, and you, God bless you, go continue to violate the patent.
MR. MINEAR: Absolutely not.
JUSTICE SCALIA: Is that what -MR. MINEAR: We are suggesting what Justice Kennedy suggested; namely, that the injunction proceedings provide an opportunity to determine whether or not the supposed work-around that eBay has will work or will not, and the
injunction will be structured to allow it or not, depending on whether or not it's determined to be infringing. That allows
the market to go forward with a determination, a certainty that eBay will
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[*32] have that its work-around is either violative or it is not. But our view is that by issuing the injunction, the district
court, in the proceedings leading up to the injunction, can determine whether or not this work-around is valid or not.
JUSTICE KENNEDY: Is there a classic case where the injunction should not be issued?
MR. MINEAR: Yes. There -- I think there -- this is a four-factor test, and there are questions of balance of hardship
and public interest. And certainly equity should be cautious not to inflict unnecessary hardship on parties. In the case of
a nonwillful infringer, for instance, that has made good faith investments that might be set aside by the -- by an injunction, there might be grounds in those circumstances not to issue an injunction. There's also a public interest inquiry as
well. If the injunction would threaten national security, public health and safety, undermine core aspects of commerce -JUSTICE KENNEDY: Business processes?
MR. MINEAR: Well, business processes are not -- the district court clearly erred here in saying that the mere debate about business process of patents is a reason for withholding injunctions. That simply is not a sufficient view
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[*33] -- reason in our mind for weighing against the general public interest and the enforceability of patents and the
use of injunctions to make sure that those property rights are secure.
JUSTICE BREYER: Suppose -CHIEF JUSTICE ROBERTS: I'm curious about your nonwillful infringer. You're devaluing the value of a particular patent by denying the injunction simply because the people who infringed it weren't willful, and I wonder why that
makes sense.
MR. MINEAR: We're not suggesting that automatically that there is withhold with relief because of a nonwillful
infringement. We're simply drawing the -- the distinction between a case, such as this, where there is willful infringement -- and, in fact, the party has been found to have both had notice of the patent and also have known that it did not -did not have a reasonable basis for concluding it was not infringing or the patent was invalid. In those circumstances,
the patentee takes on greater risk than the party that simply is not aware of the -- of the patent and in a sense stepped
over a property line without realizing that, in fact, it was there.
This is, again, a four-factor test, and we believe all factors need to be considered
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[*34] in order to provide the -JUSTICE GINSBURG: Why is it your bottom line then, send it back with your four-factor test, because there
seems to be some uncertainty whether that was applied?
MR. MINEAR: We don't think that's appropriate because, first of all, the -- the court of appeals did identify the factors the district court relied on that weighed on -- it thought weighed on eBay's side of the balance, and it properly rejected each one of those.
But furthermore, we think that this Court's enunciation of the tests and the application of the tests, much as it did in
the patent case Pfaff v. Wells Electronics 3 years ago, could provide very useful guidance in terms of how this test applies in a specific, concrete context.
But the factors that the court of appeals relied on here and rejected, found insufficient were really quite right. First
of all, there should not be an automatic distinction between a party that practices the patent and one that licenses it.
They both have —
JUSTICE BREYER: It isn't an automatic distinction, but a person who licenses a patent and who is licensing a patent that probably won't be developed very much beyond what it is -- it's fairly easy to -- I'll
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[*35] ask Mr. Waxman.
MR. MINEAR: Thank you, Your Honor.
(Laughter.)
CHIEF JUSTICE ROBERTS: Thank you, Mr. Minear.
Mr. Waxman.
ORAL ARGUMENT OF SETH P. WAXMAN
ON BEHALF OF THE RESPONDENT
MR. WAXMAN: Mr. Chief Justice, and may it please the Court:
I -- I can anticipate at least one question.
Let me just state at the outset -(Laughter.)
MR. WAXMAN: -- that long, perhaps centuries, before Justice Story ever wrote his commentaries on equity, it has
been firmly, unequivocally established that a final judgment, not -- were not talking about an interlocutory order, but a
final judgment of patent infringement yields an injunction in all but the very rare case. And that settled regime is not an
exception to traditional equitable principles. Its an application of those principles.
Equity, as this Court has reminded us over and over again, including in the Weinberger and the Amoco cases -- equity first takes account of the nature of both the right at stake and the violation. And because the only right that a patent
provides under U.S. law is a limited-term right to exclude others from practicing the invention, infringement produces
an injury that is both, A, i •eparable by its nature

JW.000677

Case 6:08-cv-00089-RAS

Document 100-6

Filed 11/26/2008

Page 38 of 57
Page 37

2006 U.S. TRANS LEXIS 29, *

(*36] and, B, continuing in the nature of a continuing trespass to chattels. And under traditional equity principles, a
showing of either of those things, either irreparable injury or a continuing harm, warrants an injunction in the owner's
favor unless the offending party can marshal very strong equities otherwise. That is the settled rule.
Now, no such showing could be made in this case. The jury found, by clear and convincing evidence, that eBay had
willfully infringed the '265 patent, that it knew about it, and it had no good faith belief either that the patent was invalid
or that it was not infringed. The jury was told that if it found either of those things, it could not find willfulness, and it
found willfulness by clear and convincing evidence.
CHIEF JUSTICE ROBERTS: We also know by now that the patent office has rejected all of the claims of the patent. The staff.
MR. WAXMAN: The -- what we know is that -- that is correct, Mr. Chief Justice, with the following clarification,
that the office action, as Mr. Minear has indicated, represents a -- an initial judgment by a staff member in the office.
And what -- what is quite -- and it is -- doesn't represent even the PTO's final
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j*37) judgment in the case, but what is really revealing here is that reexamination is a process that was invoked by
eBay. And as we point out in our brief, typically if a competitor is concerned or doubts the validity of a patent, it will
invoke reexamination, ask the PTO to reexamine it when it first learns about it. eBay not only didn't invoke reexamination, it cited the '265 patent at least 24 times years before. It then came to MercExchange and offered to buy it.
CHIEF JUSTICE ROBERTS: Is that a factor that a district court could take into account in deciding whether to issue an injunction?
MR. WAXMAN: I don't -CHIEF JUSTICE ROBERTS: Say the injunction question came up right now, today. Could the district court say,
well, the patent office staff has rejected every claim of this patent, and I'm going to take that into account in deciding
whether to put eBay out of business?
MR. WAXMAN: I think that -- the case that the U.S. cites in its footnote is an example where reexamination processes are underway when the case is first filed or when it's pending in the district court, and the district judge certainly
has the discretion to say, I don't want to get into a -- a fight here about
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[*38] separation of powers and Haybums case. Let's let the reexam proceed, and then well have a trial.
In this case, eBay waited not only until it was sued and not only until it was found to have willfully infringed this
patent, but in the middle of the appeals process. It then comes running in and a rule that would allow a district judge
now to give notice of that in denying an injunction would basically be a -- an open invitation for everybody to go ahead
and try and win at trial, go through the whole multi- year process, and if you don't, just put it into reexam. This -- although the reexamination is required to be -- is required to proceed with, quote, special dispatch under the statute, this
reexamination of the '265 patent has been almost 3 years in the patent office and we still don't have a final action.
So we think, in the circumstances of this case, where the district judge had no reason to consider reexam because
eBay hadn't invoked reexam at the time, it would be an abuse of discretion for the court to either refuse an injunction or
stay it in light of the fact that it's now proceeding.
But that's not an issue for this Court. It wasn't an issue for the court of appeals
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[*39] because it wasn't part of the district judge's analysis of the requisite equitable factors.
And what -- if I can just get back to the facts of this particular case and then talk about the law. The finding of
eBay's willfulness in this case disables eBay from invoking the relative balance of harms. We certainly agree -JUSTICE BREYER: Why? I mean, I think there are so many factors that could enter into it.
MR. WAXMAN: Well -JUSTICE BREYER: What I was going to ask was if you have a -- a patentee that does only license and, moreover,
licenses only to people who, by and large, will not take that product and develop it further, then it's fairly easy to calculate damages.
Now, couple that with a client or a patentee who also waits for a long time, waits till the invention is embedded in a
series of other inventions so that if, in fact, there's an injunction, what will happen is that the patentee will be able to
extract far more than this particular invention is worth because the infringer would have to give up the entire invention.
MR. WAXMAN: Justice -JUSTICE BREYER: Couple that with a patent that, if you read it on page 2 of the red brief, reminds, at least one
person who
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[*40] read it, namely me, that if this could be patented, maybe A&P could patent their process for a supermarket. I -- I
mean, you'd worry about that as a judge. And couple that with all the other things that are here.
Now, special case? Why not?
MR. WAXMAN: I've been asked to couple so many things together, I may forget some of the coupling. Please -- I
mean this in seriousness. Please remind me because there is a very good answer in law and on the record to each of your
points.
JUSTICE BREYER: The main point -- what I was trying to do is I was trying to take what I'd call the patent troll
case.
MR. WAXMAN: Okay. First of all, this is no patent troll. The founder of MercExchange really did invent this innovation. He really did, the record clearly shows, spend years of effort trying to build the system to suit himself, and he
is no promiscuous licensor. He has -- it has entered into licenses, which are all in the joint appendix, that are very specialized in terms. He was asked by eBay in 2000 to consider selling them. He offered to license them. The parties
couldn't come to terms, and eBay then stole the technology. It willfully infringed it, knowing about it, having cited this
as prior
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[*41j art, having had one patent rejected as fully anticipated by the '265.
And the common law and equitable principles have -- are quite clear from Story, Pomeroy, all the way back, that
when you -- when you're talking about balancing private harms, which is what equity courts do -- I'm not talking about
the public interest, but I mean private harms, when you have an adjudicated, willful infringer -- I mean, the jury found
that it had no good faith belief either that it wasn't infringing or that the patent was invalid -- you don't balance private
harms.
But let's take the case in which you don't have willfulness. It's not this case. Let's take the case of somebody who
doesn't try and, quote, practice the patent. That's not this case. Let's take the case of somebody who's a garage inventor
who decides the way to exploit the patent is to license it. License -- this -- so far as I'm aware, this is the first case. The
district court decision in this case is the first case in the context of a permanent injunction. And I'll explain why preliminary injunctions that seek to preserve the status quo are different. This is the first permanent injunction case I'm aware
of that has ever thought that
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[*421 exploiting the patent by licensing it to others to make use of would in -- somehow be costly or disable you from
obtaining the relief that section 283 and the -- and tradition provided.
Section -- section 284, which is the damages provision, talks about remedies, remedies for infringement that has already occurred.
The text of section 283 says -- the other side keeps referring to may, may, may not, shall. That's fine. But the purpose of it is to prevent. The operative word in 283 is to prevent. And unless there is an instance in which the patent has
expired, the -- the infringer is out of business and can show that it couldn't possibly infringe anymore, an injunction
issues to prevent further violation.
JUSTICE BREYER: On that very point, my question there really was -- that was the heart of it -- that I don't think
there's a moral or even patent- related value attached to whether you practice it yourself or not. It's just that when you
license it, it's easier and a lot of other things matter too.
MR. WAXMAN: Well -JUSTICE BREYER: But it's easier to calculate the damage. Now, at least in some subset of cases.
So if you have a case where, on the one hand, it's easier to
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[*43] calculate the damage remedy, and at the same time you fear that to issue and injunction will produce a harm to
the other side way out of proportion to, in fact, the value that's being lost by infringing on the patent, then those are two
things you'd put in the balance.
MR. WAXMAN: That's -JUSTICE BREYER: So the -- other things being equal -MR. WAXMAN: In the case of a nonwillful infringer, a court in -JUSTICE BREYER: No, Willful, willful. It wouldn't matter willful or nonwillful, because if he's willful, the reason
that he might be willful is he thinks that the patentee is holding him up.
MR. WAXMAN: You know, the -- the -- there are 52 self-proclaimed intellectual property professors that filed a
brief written by Professor Lemley in support of eBay in this case. Professor Lemley testified under oath to Congress
that, even though there are problems with patent trolls, in the case of a willful infringer, the law -- equity doesn't balance
private harms.
But even if that were wrong, I acknowledge that in balancing, there may be cases in which you can show a vastly
disproportionate harm. Okay? I mean, the other side has amicus briefs that come up with these hypothetical scenarios
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[*44] about, you know, one little aspect of a computer chip that has 30,000 components to it. Note, A, that all of those
are hypothetical, and B, I'll explain why it's a problem of extremely limited circumstances.
But, of course, equity courts can decide that, just as they can decide whether the — the, quote, innocent patent
holder is guilty of laches, unclean hands, estoppel, all of these other equitable considerations that aren't captured by this
formulaic four-factor test but that equity courts, including district courts sitting under -- under 283, consider.
But this is not the case of some profligate licensor. This is somebody who has licensed with specific pfovisions.
The other side says, well, there are no operative licenses, suggesting somehow that the AutoTrader license, which is one
of our examples, is in fact invalid. That came up in their brief. It is not correct. It is absolutely true that eBay will not -the '265 patent is included by that license. It relates to the field of use of auto sales. It provides specifically that eBay -that MercExchange cannot receive royalties unless it enforces this patent within the field of use. There is no doubt that - that MercExchange
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[*45] will not be able to start getting patent royalties from AutoTrader unless and until it obtains this injunction. And
for example -CHIEF JUSTICE ROBERTS: Mr. Waxman, you mentioned, in -- in responding to the suggestion that we're dealing
with a troll, you described -- what exactly is the invention here?
MR. WAXMAN: The -- the invention is a -- it's -- it's not a business method. It doesn't claim methods. It claims a
system, an apparatus for an electric market for the sale of goods via a network.
CHIEF JUSTICE ROBERTS: Electric. I mean, it's not like -MR. WAXMAN: Electronic market.
CHIEF JUSTICE ROBERTS: -- he invented the, you know, internal combustion engine or anything. It's very vague
I think, and this is one of the considerations -MR. WAXMAN: Well -CHIEF JUSTICE ROBERTS: -- the district court mentioned. The exact parameters of when it was going to be infringed and when it wasn't were amorphous. And so isn't that a factor the district court can take into account in deciding
whether to issue an injunction because it's going to be hard to issue an injunction to define exactly when it's going to be
violated and when it's not?
MR. WAXMAN: Well, Mr. Chief Justice, if it
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[*46] turns out that it's too hard and -- and the -- and a specific injunction can't be written, rule 65(d) requires that an
injunction not issue. And in fact, as we've cited in pages 17 and 18 and, I think, 19 of our brief, the Federal Circuit has,
in fact, overruled injunctions that were insufficiently precise to satisfy rule 65.
But the claim of imprecision here is -- look, I'm not a software developer and I have reason to believe that neither is
Your Honor, and I — I can't -(Laughter.)
MR. WAXMAN: -- explain specifically what this claims. It's laid out very carefully in -CHIEF JUSTICE ROBERTS: I may not be a software developer, but as I read the invention, it's displaying pictures
of your wares on a computer network and, you know, picking which ones you want and buying them. I -- I might have
been able to do that.
MR. WAXMAN: Well -(Laughter.)
MR. WAXMAN: I'll say respectfully that that is not a fair characterization of the innovation here, the actual innovation.
But let me just say, for purposes of this case, there is no challenge continuing to the validity of this patent. It was
challenged before the district court and on appeal on grounds of an inadequate written
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[*47] description, et cetera, et cetera, and upheld. There was a Markman hearing in which the district court construed
the patent, added certain claim limitation terms that eBay wanted and we thought were not fairly in it. But significantly,
there was never -- never -- a claim to the judge -- and this is an issue for the judge under section 112, paragraph 2 -- of - of invalidity for indefiniteness.
CHIEF JUSTICE ROBERTS: Well, but the patent office staff has rejected all the claims. I don't know on what
grounds.
MR. WAXMAN: The patent office -- none of the claims have been rejected on indefinite grounds. They have been
rejected, as I understand it, certainly in this patent, for obviousness under prior art, which is all the same prior art that
was presented to an Article III court here and that a jury entered a finding on. There are a host of questions that undoubtedly will be presented in the case, if it ever happens, in which a final -- Patent and Trademark Office, on the validity of patent, contravenes something that a -- a final judgment of an Article III court. But that's not this case.
And we certainly agree with the United States that when -- if the judgment is affirmed, the
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[*48] case will go back and the district court will then have to address a point it hasn't addressed yet, which is is the -is the -- the permanent injunction proposed by MercExchange adequate or inadequate and how can it be made specific,
and this supposed work-around — does it or doesn't it violate the terms of the injunction. I mean, the district judge actually found bad faith -- this is page, I think, 71 of the petition appendix — of eBay in its conduct in the district court of
proclaiming that for $ 8,000 -- its experts testified that for $ 8,000, they could work around or design around this problem and there wouldn't be an infringement. But they didn't do it. And they didn't -- they certainly didn't appear to have
done it in the Federal Circuit because their brief in the Federal Circuit never mentions it, and the Federal Circuit opinion
surely would have said, they've designed around this problem and, you know, therefore this, that, or the other. Even in
this Court, eBay has said in its -- in its opening brief at page 43, here there is a possibility that the infringer can develop
a work- around. Well -JUSTICE STEVENS: Mr. Waxman, could you help me with something I just realized
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[*49] I have no conception of here? What kind of -- what do these injunctions say? Do they just say don't infringe patent '265 anymore, or do they give a list of things you cannot do and a list of articles you cannot make and so forth?
MR. WAXMAN: You couldn't just say don't infringe anymore because rule 65(d) requires specificity and precision. Ordinarily what happens in these cases is there's -- you know, there's usually been a claimed -- a detailed, claimed
construction following a Markman hearing. There have been jury instructions. The jury instructions have to specifically
describe to the jury on what basis it's to conclude who is right -JUSTICE STEVENS: The thought just occurs to me and I -- frankly, with all the briefs we've had, I feel kind of
stupid not to have thought it before. But it seems to me a great difference might turn on what exactly the injunction provided. Some injunctions must be -- might be much more burdensome than some others. If they're not all fungible, that's
certainly true.
MR. WAXMAN: Certainly not. And the terms of an injunction are appealable, and the Federal Circuit has reviewed actual terms of permanent injunctions and reversed a number of them and
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[*50] said this is -- this doesn't satisfy rule 65 or it doesn't meet other requirements.
But in the — in the context of this case, it is so critical that the judgment be affirmed, not vacated, because this is a
real inventor. This is somebody who really did try to put it in place. This is somebody who eBay approached and then,
when they didn't buy it, appropriated the technology, and the validity and infringement are final. They aren't even challenged in this Court.
And any suggestion that uncertainty exists on the facts of this case would dramatically destabilize settled law, licensing practices, and the investment- backed expectations of patent holders, large and small, the sole -- you know, hail
of fame inventors that are in the Cooper brief filed in support of us and big, integrated companies like GE and Johnson
& Johnson that have also filed on our side.
JUSTICE STEVENS: May I ask this?
MR. WAXMAN: These are patent portfolios -JUSTICE STEVENS: One -- one short question. Is the draft of the injunction that you want in the record?
MR. WAXMAN: It is in the court of appeals record, but not the joint appendix. But it certainly will have to be
changed because the court of appeals
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[*51] invalidated the '176 patent, which the jury found had been infringed, and therefore, it's -- it will need to be revisited when the case goes back for the entry of an injunction.
Thank you, Your Honor.
CHIEF JUSTICE ROBERTS: Thank you, Mr. Waxman,
Mr. Phillips, you have 6 minutes remaining.
REBUTTAL ARGUMENT OF CARTER G. PHILLIPS
ON BEHALF OF THE PETITIONERS
MR. PHILLIPS: Thank you, Mr. Chief Justice. I realize I'm the only thing standing between you and lunch, so I'll
try to be brief at this point.
Justice Stevens, with respect to the place in the record, this is in the joint appendix and the court of appeals at
A6523 -- 62523. That's the proposed permanent injunction, and I won't purport to read the whole thing, but it starts off
with anything directly or indirectly, and it goes on for three pages. It is, I think, fairly characterized as a very broad injunction.
The -- I think its important, after Mr. Waxman's challenge to the conduct of eBay in this case, to -- to recognize
that willfulness in the patent context has a meaning different from willfulness in any other context. And it is recognized
that we're talking about simply a failure to satisfy a duty to check out and
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[*52] find a lawyer's opinion that a particular infringement has not taken place or that the patent is not valid. And when
you do that, you of course incur the risk that you will also waive your attorney-client privilege. So there's a risk to it.
And that's the willfulness that we're talking about here.
With respect to the notion of stealing this patent, let's go back to what the district court specifically held on page 68
of the appendix. Where the defendants maintain that their success did not arise from the use of anything contained in the
plaintiff's patents and the defendants argued that the patents offered no business or engineering guidance which the defendants could copy, and this court agrees with that. That's not the kind of bad faith or willfulness -- it's the reason why
the court didn't grant enhanced damages. It's the reason why the court didn't grant attomey's fees in this particular case,
and it doesn't provide a reason for simply jettisoning three out of the four factors that ought to be applied in the traditional -- in the traditional test.
And, Justice Breyer, you asked the question, what are you going to do with a situation where you have the embedded patent and you
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[*53] have the case like this one where we're going along with our process and we've got our source code and we've
done all of the hard work, and they go along and come up with some sort of more vague idea and show up at our doorstep and, one, claim that we've got to stop doing what we're doing, or, worse in other cases, we're going to find situations where it's embedded in a manufacturing process. Mr. Waxman says, well, in that situation equity will step in. Not
so under the Federal Circuit's approach because that's a balance of the equities kind of a consideration, and that's irrebuttably presumed to favor the plaintiff under the Federal Circuit's approach.
Mr. Chief Justice, T know, as well as you know, that Judge Bryson understands the four-factor test and the abuse of
discretion standard. And what he did in this case was to go through each of the findings of the district court with respect
to the use of the -- of the licensing arrangements, the failure to commercialize this, not being in the business, and said,
does any of these rise to the level of the kind of public interest concern that is the only legitimate consideration this
court will use in deciding whether or not the district
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[*54] court can justify not granting an injunction in a particular case, instead of what is clearly the traditional approach
of equity, which is to say, look at the -- the primary two issues, you know, the flip side of the same thing, so I'll just
treat it the one way. Are money damages adequate in the specific case? That's the fundamental question that equity asks.
That's the fundamental question that the district court found to be satisfied in this case. Money damages will get the job
done. The right to exclude will be adequately protected by enhanced damages and even potentially injunctive relief in
the future. Beyond that, nothing more is required.
That's the kind of decision that a district court who has sat in a 5-week trial and has overseen this entire litigation is
uniquely suited to make a judgment. That judgment is entitled to respect on a classic abuse of discretion standard. The
court of appeals long ago jettisoned that approach, and the time has come for this Court to say no, that's not what this
Patent Act requires. The Patent Act says the right to exclude is important, but it's only protected by the principles of
equity under section 283. That wasn't given here. We urge
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[*55] you to reverse the court of appeals.
If there are no further questions, thank you, Your Honor.
CHIEF JUSTICE ROBERTS: Thank you, counsel.
The case is submitted.
(Whereupon, at 12:30 p.m., the case in the above-entitled matter was submitted.)
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Chairman's Update
By Bart Showalter
Work this year at the IP
Section is well underway.
Many of our committees have
been very active.
For
the
Unfair
example,
Competition
and
Trade
Secrets Committee (Darin
Klemchuck, Chair) recently produced their
annual review of unfair competition cases.
You can find the paper posted on our
website
(http://www.texasbariplaw.org )
under the "Committees" section. The
Litigation Committee , (Scott Breedlove,
Chair) has been active in disseminating
information about proposed local patent
rules in Texas district courts (also posted on
our website). The IP Opinions Committee
(Tom Felger, Chair) has been busy with

1
2
3
3
3
4
4
4
4
5
5
8
11
16
17

meetings and developing materials and CLE
ideas,
Newsletter
speaker
and
the
Committee (Shannon Bates, Chair)
continues its fine work with our great
newsletter.
We have a great lineup of CLE events in
2007. Vice Chair Sharon Israel and her
planning committee have put together a
comprehensive and thoughtful Spring CLE
to be held March 1-2 at the Fairmont Hotel
in Dallas. You will be receiving information
from the State Bar about the event, and I
encourage all SBOT IP Section members to
attend. Our Chair-Elect Ted Lee will soon
be planning our CLE at the SBOT Annual
Meeting on June 22 in San Antonio. Again,
please mark your calendar and make plans
to attend.
I am proud to announce our new SBOT IP
Section Writing Contest. The contest is
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open to all students in Texas law schools
and all Texas residents that are in law
schools outside of Texas. The winner will
be announced at our business luncheon at
the Annual Meeting in San Antonio, and will
receive a cash prize of $2,500 and
consideration for publication in the Texas IP
Law Journal. We are taking submissions
now through May 15, 2007, and contest
rules and other information can be found at
our website homepage by clicking on
"Awards" at the top. Many thanks to Paul
Herman, Patty Meier, and Paul Morico for
their help in developing the contest.

There will also be opportunities for you to
catch up with fellow IP practitioners at a
sponsored Thursday evening reception.

Thanks again for the hard work of the
committees, council, officers and members
of the SBOT IP Section in 2006, and Happy
New Year!

We will also conduct our section's annual
business meeting at a ticketed luncheon on
Friday June 22nd. During this meeting, new
officers and Council members will be
elected, and awards will be presented to the
Inventor of the Year, the Women & Minority
Scholarship recipients, the Chair Award
recipient, and the winner of our first annual
IP law writing competition.

The cost of registration is $495 per person
through February 15, 2007 and $515
thereafter. Section members receive a $25
discount off these registration fees. For
registration information, go to
Texas BarCLE.com ,
State Bar of Texas 125th Annual Meeting.
June 21-22, 2007, in San Antonio. On
Friday June 22nd, our section will once
again offer a full day of high-quality CLE,

Block out June 21-22 on your calendar now,
and make plans to attend the Annual
Meeting in San Antonio — we look forward to
seeing you there!

Mark Your Calendar
20th Annual Intellectual Property Law
Course, March 1-2, 2007 at the Dallas
Fairmont Hotel.
This course has been approved for 13.75
hours CLE credit, including 3 hours ethics
credit. The CLE program will include a
variety of interesting speakers and relevant
topics that will offer something for everyone,
regardless of whether your practice focuses
on patent litigation, patent prosecution,
trademarks or copyrights. To view the
complete course brochure, click here.
State Bar of Texas Intellectual Property Law Section, Winter 2007 — 2
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their interactions, in the Third Crusade.
Favorite movie? Gattaca with Ethan Hawke
and Uma Thurman — it never fails to
rekindle in me awe for the power of the
human spirit over the most difficult of
circumstances.
Hobbies? My hobbies include mountain
biking, reading about history, computer
design, and cultural anthropology.
Dinner? Benjamin Franklin, Saladin, and
Angelina Jolie. I don't think you'd have to
worry about a lull in that conversation!

Section Member Profiles
The following section members were asked
to answer questions about their professional
and personal lives. These questions were:
■ Where do you work?
■ How would you describe your legal
practice?
■ What is the last book you read?
■ What is your favorite movie?
■ What are your hobbies?
■ If you could have dinner with three
famous people (not limited to
Hollywood types) of the past or
present, who would they be and why?
Feras Mousilli:
Work? Dell Inc.
Practice? My position at Dell
encompasses the myriad I.
of interactions between
law and technology. Any
time a new technology is
introduced there are a
number
of business
and
legal
considerations that need to be taken:
patent rights, licensing issues,
trademarks and branding, performance
testing and marketing claims, as well as
competitor analysis.
Last book read? W arriors of God by James
Reston. It's a richly detailed account of
Richard the Lionheart and Saladin, and

Dan Moffett:

Work? The San Antonio
office of Akin, Gump,
Strauss, Hauer & Feld.
Practice?
Second
year
associate
in
the
Intellectual Property group.
Last book read? W hite Noise by Don
DeLillo.
Favorite movie? Raising A rizona.
Hobbies? Playing guitar, poorly.
Dinner? Kurt Vonnegut — He is my favorite
author and his unique perspective on life
would probably translate to excellent
dinner conversation. Hunter S.
Thompson — Dinner with the late Hunter
S. Thompson would probably be a little
bit scary, but I am certain it would be
unforgettable. Eric Clapton — He is an
incredibly talented musician. Perhaps I
could learn something from him.

Call for Submissions
The Newsletter Committee welcomes the
submission of articles for potential
publication in upcoming editions of the IP
Law Section Newsletter, as well as any
information regarding IP-related meetings
and/or CLE events. If you are interested in
submitting an article to be considered for

State Bar of Texas Intellectual Property Law Section, Winter 2007 — 3
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Announcing The First Annual
Intellectual Property Law W riting
Competition

Article Submission Guidelines:
STYLE: Journalistic, such as a magazine
article, in contrast to scholarly, such as a law
review article. We want articles that are
current, interesting, enjoyable to read, and
based on your opinion or analysis.
LENGTH: 1-5 pages, single spaced
FOOTNOTES AND ENDNOTES: Please
refrain! If you must point the reader to a
particular case, proposed legislation or
Internet site, or credit another author, please
use internal citations.

The IP Law Section has introduced a new IP
law writing contest for Texas law school
students. Subject matter must be related to
intellectual property law. The article must be
written by a student or students either in part
time or full-time attendance at a Texas law
school or by Texas residents attending other
law schools. For more information and
complete rules, visit the section's web site
at www.texasbariplaw.org or click here for
the competition rules.

PERSONAL INFO: Please provide a one
paragraph bio and a photograph, or
approval to use a photo from your firm's
website.
If you have any additional questions, please
email Shannon Bates, Newsletter Chair, at
sbates©dfw.conleyrose.com .

Nominations & Scholarships
It is never too early to start thinking about
Inventor Of The Year nominations. The
nomination form is available from the section
web site.
Women and minority law students who
intend to practice IP law in Texas may apply
for one of two scholarships offered by the IP
Section. The application form is available at
the section's web site.
The Inventor Of The Year award and the
scholarships are announced during the IP
Law Section's luncheon and business
meeting at the State Bar Annual Meeting.

The Watercooler
On The Move
Priscilla Ferguson has accepted a position
as Patent Counsel for Frito-Lay in Plano,
Texas.
Alex Nolte has joined Haynes and Boone,
LLP as Of-Counsel in the Houston office.
Kristin Timmer has joined Haynes and
Boone, LLP, as an associate in the Dallas
office.
Bart Fisher has joined Haynes and Boone,
LLP, as an associate in the Austin office.
Jerry C. Harris, Jr., G. Byron Jamison,
Pamela Ratliff, Clint Stuart and Annette
Thompson have all joined the Plano office
of Conley Rose, P.C.
www.ConleyRose.com .

State Bar of Texas Intellectual Property Law Section, Winter 2007 — 4
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technical matters arising in patent and plant
variety protection cases . . ." H.R. 5418 at
§ 1(f).

Practice Points
Is Texas at Risk of Being Excluded
from Latest Congressional Patent
Reform Effort?
By C. Erik Hawes & James Beebe
On September 28, 2006, the U.S. House of
Representatives passed House Resolution
5418, which was co-sponsored by Rep.
Darrell Issa and Rep. Adam Schiff. See
H.R. 5418 (109 th Congress, 2 nd Sess.). H.R.
5418 is designed to enhance efficiency,
expertise, and consistency among district
judges presiding over patent cases. The
primary way in which the bill seeks to
accomplish that objective is through the
creation of specialized "patent courts."
District court judges would be allowed to
expressly request to hear patent cases,
while other judges in the district could
decline to accept any patent case assigned
to him or her, in which case the matter
would be transferred to one of the
designated patent judges. Id. at § 1(a)(1).
Beyond consolidating patent cases before a
relatively small number of judges, H.R. 5418
also provides those judges with additional
tools to handle the patent cases assigned to
them. The bill authorizes a $5,000,000
annual appropriation for (1) "educational and
professional development" of the designated
patent judges "in matters relating to patents
and plant variety protection"; and (2)
"compensation of law clerks with expertise in

The specific goals of H.R. 5418 are reflected
in the periodic reports that would be required
from the Director of the Administrative Office
of the United States Courts, in consultation
with the chief judge of the participating
districts and the Director of the Federal
Judicial Center. First, the drafters of the bill
were concerned with the expertise gained by
the designated patent judges, both in
general and as shown by the reversal rate of
those judges at the Federal Circuit,
compared with the reversal rate for all other
district judges. See H.R. 5418 at §§
1(e)(1)(A) and 1(e)(1)(C)(i). Second, the bill
is expected to affect efficiency of patent
litigation before the designated judges,
again both in a general sense, and as
compared to other district courts. See id. at
§§ 1(e)(1)(B) and 1(e)(i)(C)(ii). Third, the bill
is
concerned
The "pilot program" with
forum
shopping,
as
proposed by H.R.
reflected
by
the
5418... would be
required
implemented in only tracking of "any
a handful of district evidence
indicating that
courts across the
litigants select
country.
certain of the
[designated] judicial districts . in an
attempt to ensure a given outcome." Id. at §
1 (e)(1)(D).
The "pilot program" proposed by H.R. 5418,
however, would be implemented in only a
handful of district courts across the country.
Specifically, the program would be adopted
in "not less than 5 United States district
courts, in at least 3 different judicial circuits
..." H.R. 5418 at § 1(b). The Director of the
Administrative Office of the United States
Courts is directed to designate the
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participating districts "from among the 15
district courts in which the largest number of
patent and plant variety protection cases
were filed in the most recent calendar year
that has ended ...." Id. Pursuant to a late
amendment, the bill now also provides that
eligible districts are restricted to those that
have (1) at least ten district judges; and (2)
at least three judges that have requested to
be designated as patent judges. See id.
Because of the way this program is
structured, if H.R. 5418 is enacted into law,
none of the four judicial districts in Texas
would be eligible to participate in the pilot
program.
For the Northern and Southern Districts of
Texas, the obstacle to participation in the
H.R. 5418 program lies in the requirement
that the districts be selected from among the
fifteen most active patent litigation districts
"in the most recent calendar year that has
ended ...." H.R. 5418 at § 1(b). According

to rough figures obtained from a search of
electronic court records, the top fifteen
districts in terms of patent cases filed during
calendar year 2005 were as follows:
1.
Northern District of California
2.
Central District of California
3.
Eastern District of Texas
4.
Northern District of Illinois
5.
Southern District of New York
6.
District of Delaware
7.
District of New Jersey
8.
District of Minnesota
9.
District of Massachusetts
10.
Southern District of Florida
11.
Northern District of Georgia
12.
Northern District of Texas
13.
Southern District of California
14 (tie). Southern District of Texas
14 (tie). Middle District of Florida
If H.R. 5418 had become law during 2006,
then 2005 would have been "the most recent
calendar year that has ended," and both the
Northern and Southern Districts of Texas
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would have been ineligible to participate in
the pilot program.
However, H.R. 5418 did not become law
during 2006. The House bill was referred to
the Senate Judiciary Committee on
November 13, 2006, and a companion bill
(S. 3923) was introduced in the Senate on
September 21, 2006 by Senators Orrin
Hatch and Dianne Feinstein. See S. 3923
(109' Congress, 2 nd Sess.). The progress of
this measure stalled, however, following the
change in congressional leadership that
occurred with the mid-term elections.
Accordingly, although the bill is still very
much alive, it will not be enacted until at
least sometime in 2007.
This becomes significant when one looks at
the top fifteen most active districts for patent
litigation during the first eleven months of
calendar year 2006:
1.
Eastern District of Texas
2.
Central District of California
3.
Northern District of California
4.
District of New Jersey
5.
Northern District of Illinois
District of Delaware
6.
7,
Southern District of New York
8.
Northern District of Georgia
9.
District of Massachusetts
10.
District of Minnesota
11.
Southern District of Florida
12.
Eastern District of Michigan
13.
Southern District of California
14.
Middle District of Florida
15 (tie). District of Colorado
15 (tie). District of Utah
As of the end of November 2006, the
Northern District of Texas was the 18th most
active district for patent litigation, while the
Southern District of Texas was tied for 28th
on the list. The Western District of Texas
ranked in a tie for 19th during calendar year
2005 and dropped to 39th through the first
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eleven months of 2006. Thus, unless these
rankings change significantly during the final
month of 2006, if H.R. 5418 is enacted in its
present form by the 110th Congress at any
point during calendar year 2007, neither the
Northern District of Texas nor the Southern
District of Texas will be eligible to participate
in the pilot program for specialized "patent
courts."
Furthermore, although the Eastern District of
Texas is currently one of the most active — if
not the most active — district for patent
litigation in the country, it would also be
ineligible to participate in the H.R. 5418 pilot
program. Shortly before the bill was passed
in the House, it
if H.R. 5418 is
amended
was
that enacted into law,
such
is
participation
none of the four
n o w lim ted to
whic h judicial districts in
d i s tricts
(1) at least 10
Texas would be
district judges are
eligible to
authorized to be
participate in the
appointed by the
President ...; and
pilot program.
(2) at least 3
judges of the court have made the request
under subsection (a)(1)(A)" to be
"designated" patent judges. See H.R. 5418
at § 1(b)(1)-(2). The Eastern District of
Texas presently has only eight district court
judges, with a ninth who is on senior status.
Accordingly, if the pilot "patent court"
program is ultimately implemented as set
forth in H.R. 5418, the Eastern District of
Texas will be ineligible to participate
because it lacks the required complement of
ten district court judges.
The net result of these factors is that,
assuming the program set forth in H.R. 5418
becomes law during 2007, none of the four
judicial districts in Texas would be eligible to
participate in the pilot program. Certainly,
many other states will be in a similar
position, so the ineligibility of a single state
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might not seem at first glance like a
significant problem. Texas, however, is the
second most populous state in the nation,
and an important center of industry, as the
home of more than 10% of the Fortune 1000
companies. In fact, Houston and Dallas are
two of only four U.S. cities with more than
ten Fortune 1000 headquarters. Texas is
also an important hub of technological
innovation, as reflected by the fact that, in
2005, more patents were issued to residents
of Texas than any state other than
California. Texas also currently ranks
second in the nation (behind California) in
terms of patent litigation activity. According
to a search of electronic court records,
through the first eleven months of 2006,
approximately 320 patent cases had been
filed in the four district courts of Texas —
almost exactly twice as many as the next
closest state (New York, with 161).
Yet, if H.R. 5418 is enacted as currently
structured, Texas companies and residents
will be faced with the choice of (1) litigating
patent cases in a different state altogether
(hardly a palatable option); or (2) litigating in
a district that has not benefited from the
enhanced expertise, increased efficiency,
and other salutary effects intended by the
proposed pilot program. Worse yet, this
situation would not be short-lived, as the
pilot program is currently slated to last for
ten years. H.R. 5418 at § 1(c).
Rather than structuring the program to
exclude all four Texas districts, a much more
reasonable solution would be to alter the
plan such that the five participating districts
are chosen from the five states with the
most patent litigation activity. This would
likely result in the pilot program being
implemented in one of the very active
California districts (Central or Northern), the
Southern District of New York, the Northern
District of Illinois, the District of New Jersey,
and one of the four Texas districts. Such a
structure would ensure that the program is
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implemented in districts that are active in
patent litigation, and would also achieve the
stated goal of geographic diversity, as the
five districts would be located in five different
regional circuits (Second, Third, Fifth,
Seventh, and Ninth). In fact, this would
increase geographic diversity, as H.R. 5418
currently requires only that the five districts
be located in three different judicial districts.
See H.R. 5418 at § 1(b).
Another reasonable approach would be to
designate the participating districts from the
five (or ten) states with the most
technological innovation, as measured by
the number of patents issued on an annual
basis. This would likely result in the pilot
program being adopted in the Central or
Northern Districts of California, the Southern
District of New York, one of the Texas
districts, the Eastern District of Michigan,
and the District of Massachusetts — also a
structure that would ensure an active and
diverse program.
Yet another potential solution would be to
delete the late addition to H.R. 5418
requiring a minimum of ten district judges for
eligibility. This would remove the current
obstacle to implementing the pilot program
in the Eastern District of Texas.
Whatever approach is adopted, it would not
make sense for the pilot program of "patent
courts" to go forward while completely
excluding the state that is second only to
California in terms of (1) total population; (2)
corporate
large
headquarters;
(3) technological innovation, as measured
by the number of patents granted; and
(4) volume of patent litigation. Such a result
would be unfair to Texas businesses, Texas
residents, and litigants in Texas federal
cou rts.
The above article expresses the view of the authors,
and not necessarily those of the State Bar of Texas
IP Law Section.
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Erik Hawes (ehawes@
fulbright.com ) is a partner in the
Houston office of Fulbright &
Jaworski,
L,L,P.,
where
he
practices in the areas of complex
commercial
and
intellectual
property litigation.

James Beebe (jbeebe@
fulbright.com ) is an associate in the
Intellectual Property & Technology
department of the Houston office of
Fulbright & Jaworski, L.L.P.

V Is For "Vindication" For Owners
of Famous Trademarks
Trademark Dilution Revision Act
Overturns Victoria's Secret Case
By David Bell and Jeff Becker
What happened?
On September 25, 2006, the U.S. House of
Representatives passed H.R. 683, the
Trademark Dilution Revision Act of 2006
("TDRA"). President Bush signed the bill
into law on October 6, 2006.
What led to the passage of the TDRA?
The United States Supreme Court issued a
landmark dilution ruling in 2003 in Moseiy v.
V Secret Catalogue, Inc., 537 U.S. 418
(2003). In that case, the national lingerie
chain Victoria's Secret had sent a ceaseand-desist letter to the owners of an adult
novelty store doing business as Victor's
Secret. In response to the demand letter,
the shop changed its name to Victor's Little
Secret. Evidently deeming the addition of
the term "Little" to be too, well, little,
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Victoria's Secret filed suit in the Western
District Court of Kentucky for, inter alia,
blurring and tarnishment under the Federal
Trademark Dilution Act of 1995 ("FTDA").
The District Court ruled in favor of Victoria's
Secret on the FTDA claim, and the Sixth
Circuit affirmed. However, the Supreme
Court reversed, interpreting the FTDA to not
protect against tarnishment and to require
proof of actual dilution.
The impetus behind the TDRA was to rectify
the legal options available to trademark
owners and provide an adequate remedy for
dilution under federal trademark law. The
International Trademark Association (INTA)
provided testimony and written
documentation to Congress, summarizing
recommendations for legislative action.
Representative Lamar Smith, the Chairman
of the House Subcommittee on Courts, the
Internet and Intellectual Property, introduced
H.R. 683 to the House.
What changes does the new federal
dilution law bring?

The TDRA will supplant the FTDA.
Accordingly, the new law will replace the
dilution language found within the Lanham
Act of 1946, namely §43 of the Act, 15
U.S.C. 1125.
Two elements of the TDRA directly overturn
language articulated in the V Secret
Catalogue ruling and, in doing so, broaden
the availability of a federal dilution cause of
action for some plaintiffs.
First, the Act clarifies that not only is blurring
(or a weakening of another mark's
distinctiveness) actionable under federal
dilution law, but that tarnishment (the
harming or degrading of another mark's
reputation) is actionable as well.
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Second, the TDRA states that injunctive
relief is available upon a showing of only a
likelihood of dilution. No longer must a
plaintiff prove actual dilution or economic
injury for a successful claim of dilution under
the Lanham Act. The TDRA also clarifies
that the standard for dilution in inter parties
proceedings before the Trademark Trial and
Appeal Board ("TTAB") is likelihood of
dilution. Because the Trademark Trial and
Appeal Board Manual of Procedure already
recognizes this standard, the TDRA might
not have a great impact upon opposition and
cancellation proceedings before the TTAB.
The TDRA also arguably expands federal
dilution law by clarifying that famous marks
with either acquired or inherent
The impetus behind distinctiveness
protected.
are
the TDRA was to
Although the
FTDA does not
rectify the legal
expressly
options available to require marks to
trademark owners be inherently
distinctive,
and provide an
some courts
adequate remedy
had interpreted
for dilution under
the statute to
federal trademark exclude
descriptive
law.
with
marks
secondary meaning from meeting the
distinctiveness requirements for protection
under the statute.
In one way, however, the TDRA restricts the
availability of relief under the Lanham Act.
Both the FTDA and TDRA clearly state that
only famous marks may be diluted.
Whereas the FTDA does not provide a
definition of "famous," the TDRA defines the
term to mean "widely recognized by the
general consuming public of the United
States...." It also provides that "all relevant
factors," including the geographic scope of
advertising and publicity, extent of sales,
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actual recognition, and registration on the
Principal Register of the U.S. Patent and
Trademark Office, may be used to
determine fame. As this definition remains
rather vague, it is difficult to ascertain how
courts will interpret that standard. Most
judges are expected to rule that the majority
of marks would not be considered famous
under this definition. Instead, perhaps only
marks recognizable by a great majority of
typical U.S. buyers — and not, for instance,
merely within limited geographic regions or
among narrow industry or consumer groups
— would be protected under the new statute.
The new statute also provides some
additional clarification to dilution law,
previously absent from the Lanham Act. It
provides that all relevant factors should be
considered when determining whether a
mark is likely to cause dilution by blurring. It
lists six non-exhaustive factors that may be
considered:
the degree of similarity
between the marks, the distinctiveness of
the plaintiffs mark, the extent of
substantially exclusive use of the plaintiff's
marks, recognition of the plaintiffs mark, the
defendant's intent, and actual association
that has occurred between the marks.
Nonetheless, the TDRA does not provide
much elucidation on dilution by tarnishment.
It does not even provide any illustrative
factors to be considered when determining
whether tarnishment is likely.
What are the practical implications of
these changes?
A famous mark owner may now look to
federal law to effectively prevent dilution,
rather than enjoining activity only after a
mark has been diluted. Due to the lower
burden of proof, mark owners may be more
likely to raise claims of federal dilution in
cease-and-desist letters. Owners of wellknown marks should be more likely to
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prevail during litigation involving federal
dilution claims, including at the preliminary
injunction stage.
In short, by expanding the types of activity
prohibited under federal law and decreasing
the plaintiff's burden of proof, the statute
should be an appealing remedy for owners
of well-known marks concerned about
unauthorized, commercial use of similar
marks by third parties.
Of course, the TDRA might ultimately hurt
many small business owners faced with
legal action by larger companies that own
famous marks. Owners of somewhat wellknown, but not necessarily famous, marks
also will not be able to take advantage of
federal dilution law as amended. For these
reasons, only owners of particularly valuable
and well-known marks should be able to
more adequately protect their rights and
stop use by others of those marks, whereas
the TDRA may not be a blessing for other
trademark owners.
The above articie expresses the view of the authors,
and not necessarily those of the State Bar of Texas
IP Law Section.
David Bell practices in the IP &
Tech Transactions section of
Haynes and Boone, LLP, in the
Dallas office.

Jeff Becker is a partner in the
Dallas office of Haynes and Boone,
LLP, where he practices in the IP &
Tech Transactions section.
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Proposals For Modifying Venue
For Patent Litigation
Elimination of Improper Forum Shopping
or Infringer Tactic to Avoid Justice
By Eric W. Buether
Background of the Patent Venue
Restriction Legislation Initiative
During the last two years, Congress has
considered legislation that would result in
the most significant changes to patent law in
the last 50 years. Among these proposed
changes are proposals to modify and restrict
the venue statute applicable to patent
litigation. Presently, the patent venue
statute allows a patent lawsuit to be filed in
any district in which the defendant does
business or where the product accused of
In many cases
infringement is sold.
involving defendants with nationwide
business operations, this permits a patent
owner to file suit against such defendants in
virtually any district court in the country.
One version of the proposed legislation
would restrict venue in patent cases to
districts in which the defendant is
incorporated or has its principal place of
business or where the defendant has
committed acts of infringement and has a
regular and established place of business.
Another version would add the district in
which any party is incorporated or has its
principal place of business. Yet another
version would mandate transfer of venue to
"a more appropriate forum" which includes a
district where a party to the action has
substantial evidence or witnesses.
Some view the proposed venue changes as
a necessary reform to a patent litigation
system that has run out of control and
encouraged frivolous and abusive patent
infringement lawsuits resulting in substantial
litigation costs and harm to innovation in the
United States.
Others contend that the

Filed 11/26/2008

Page 12 of 18

asserted problems with the patent litigation
system are exaggerated and view the
proposed changes as part of an effort by
large companies with entrenched
intellectual property interests guilty of patent
infringement to make it significantly more
difficult for patent holders to enforce their
legitimate patent rights. This article
examines the arguments made by
proponents and opponents of the proposed
changes.
The Arguments in Favor of Restricting
Venue in Patent Lawsuits
Proponents of the proposed venue
restriction legislation assert that the
remarkable growth in the number of patent
filings in particular courts demonstrates a
serious problem with patent litigation. The
patent docket in Marshall, Texas, is often
ci ted as a prim
...the patent venue e xample
of
improper
forum
reform proponents
Where
argue that venue shopping.
only twelve patent
standards should lawsuits were
filed in 2001 in
be drawn to
venue, over
preclude "gaming that
patent
100
the system"
lawsuits have
been filed in that
through forumcourt in 2006.
shopping.
These
patent
venue reform proponents contend that there
are several reasons that filings are focused
in particular districts. First, they assert, local
juries in some jurisdictions are perceived to
be "plaintiff-friendly." Data does indicate
that plaintiffs do in fact prevail more
frequently in some jurisdictions than in
others. Second, they argue, some
jurisdictions are seeking to attract patent
litigation, They point out that a number of
plaintiffs' attorneys in East Texas have
transitioned from personal-injury work — in
steady decline since the Texas Legislature

State Bar of Texas Intellectual Property Law Section, Winter 2007 — 11

JW.000751

Case 6:08-cv-00089-RAS

Document 100-7

enacted tort reform – to intellectual property
work. They call this the "Pl to IP transition."
Thus, the patent venue reform proponents
argue that venue standards should be drawn
to preclude "gaming the system" through
forum-shopping. They contend that lawsuits
should be resolved in a forum that has a
reasonable connection to the underlying
claim, and that plaintiffs should not be
permitted to funnel cases into plaintifffriendly courts, just as defendants should not
be able to target courts predisposed in the
opposite direction.
In support of the contention that Marshall,
Texas is a "patent friendly" venue, most
proponents of the proposals to restrict venue
in patent lawsuits cite a study by a firm
called LegalMetric, which states that "since
1994, patent owners have prevailed in 88
percent of all jury trials and 75 percent of
bench trials in Marshall." These figures, the
proponents assert, far exceed the national
averages of 68% and 51% respectively
found in Moore, Judges, Juries, and Patent
Cases — A n Empirical Peek Inside the
Black Box, 99 Mich. L. Rev. 365, 386
(2000). The study also asserts that it seems
reasonable to assume that people are filing
in certain jurisdictions because they are
perceived to be pro-plaintiff. This sort of
blatant forum-shopping cries out for venue
reform, the patent venue reform supporters
claim. Some supporters contend that the
Eastern District of Texas has become a
popular venue for patent lawsuits because
courts in that district typically try to set a trial
date in a patent case within 18 months or
less from its filing date, and that this threat
of imminent trial is the "gun to the head" that
the patent owner can use to force unfairly
large settlements from defendants.
Supporters of restricting patent venue also
cite with pleasure Supreme Court Justice
Scalia's reference to Marshall, Texas, as a
"renegade jurisdiction" during oral argument
in the eBay case.
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The supporters of the mandatory transfer of
venue legislation argue that the legislation
would create a viable means for the
defendant to have the case moved to a
more appropriate venue, asserting that the
practice of filing suit in jurisdictions with a
demonstrated pro-plaintiff bent warps
settlement demands and undermines
confidence in the fairness of adjudicated
outcomes. Such forum shopping, they
contend, has proven very burdensome for
technology companies sued in jurisdictions
far removed from their principal places of
business where the bulk of the evidence or
witnesses are to be found. Consequently,
they conclude, patent infringement lawsuits
should be resolved by a forum that has a
reasonable connection to the underlying
claim, and venue standards should be
drawn to preclude "gaming the system"
through forum-shopping. As one supporter
of the patent venue legislation summarized;
Today, too many plaintiffs are gaming
the system to force very large
settlements by filing suits in plaintifffriendly jurisdictions like the Eastern
District of Texas. Their leverage is
the threat of obtaining monetary
damages that are disproportionately
large, or of obtaining triple damages
where there has been no evidence of
conduct warranting a punitive
measure of damages, or of obtaining
injunctions that could shut down
major production enterprises. This
presents a U.S. based company with
a Hobson's choice of deciding
whether to settle the matter at a holdup price or run the risk of having its
products shut down. These practices
have to be addressed by creating
disincentives to filing these types of
"gaming the system" suits.
Patent Quality and Improvement, 109th
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Cong. (April 25, 2005) (statement of David
Simon, Chief Patent Counsel, Intel
Corporation).

Professor Thomas asserts, the ability of
patent litigants to engage in forum shopping
is not necessarily a negative:

The Arguments Against Restricting
Venue in Patent Cases

Flexibility in forum selection may well
have contributed to the concentration
of patent litigation in a handful of
districts. The trend has allowed
"thought leaders" to develop among
members of the federal bench —
distinguished jurists who have heard
more than their share of patent
cases. In addition to providing
experienced fora for the resolution of
patent disputes, these trial jurists
enrich our bar and provide
perspectives that might otherwise be
lacking in law and policy debates.

Opponents of the legislative proposals to
restrict patent venue emphasize that the
asserted problems with current broad venue
law are often exaggerated, and that
restricting venue will unduly tilt the litigation
balance in favor of defendants and hinder
the ability of patent holders with legitimate
patents to enforce their rights against
infringers.
These opponents contend that allegations of
forum shopping "abuses" are overblown and
unsubstantiated. As Professor John R.
Thomas of Georgetown University Law
Center observes, because the Federal
Circuit hears all patent appeals in this
country, "forum shopping doesn't really
involve the search for more favorable
alternative
Opponents [argue]
interpretations
of the law, but that restricting venue
rather
will unduly tilt the
different
litigation balance in
judicial levels
of expertise favor of defendants
as well as and hinder the ability
distinct docket
of patent holders with
management
systems that legitimate patents to
imply
a
enforce their rights
different pace
against infringers.
of litigation."
Hearing, Amendment in the Nature of a
Substitute to the Patent Act of 2005,
Testimony of John R. Thomas, Professor,
Georgetown University Law Center,
September 15, 2005 at p. 35, "As a result,"
Professor Thomas concludes, "the impact of
forum shopping is diminished in comparison
to many other fields of law." Id. In fact,

Id. "The potential impact of any proposed
legislation upon this development should be
considered," Professor Thomas cautions.
Id.
Many major corporations have engaged in
forum shopping and selected the Eastern
District of Texas to bring patent infringement
lawsuits, even though the factual basis for
the lawsuits have no substantial connection
to that venue. These major corporations
include IBM, Xerox, Texas Instruments,
Ericsson, Halliburton, Qualcomm, Nokia,
Samsung, Nike, Alcatel, TiVo and Apple
computer, hardly entities anyone would label
as patent trolls. Counsel for these
companies often cite as reasons for filing
patent lawsuits in the Eastern District of
Texas the judges' high level of experience
with
patent
cases,
efficient
docket
management practices and firm trial dates.
Opponents of patent venue restriction
legislation emphasize that there is nothing
pernicious about shopping for a forum that
provides judges with a high level of
experience with patent cases, efficient
docket management practices and firm trial
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dates. As the Fifth Circuit once declared,
"Florum-shopping is sanctioned by our
judicial system. It is as American as the
Constitution, peremptory challenges to
jurors, and our dual system of state and
federal courts." McCuin v. Texas Power &
Light Co., 714 F.2d 1255, 1261 (5th Cir.
1983). Studies have shown that forum
shopping in patent litigation has been
prevalent for many years, long before the
Eastern District of Texas became a popular
venue for such litigation. Kimberly A.
Moore, Forum Shopping in Patent Cases:
Does Geographic Choice Affect Innovation?,
79 N.C.L.Rev. 889, 897 (2001). "For
example," noted one scholar, "a patent
holder may prefer to initiate its lawsuit in a
jurisdiction with sufficient familiarity with
patent cases, such as the District of
Delaware or the Eastern District of Virginia
("Rocket Docket") in the hope of an
expedient resolution of their proprietary
rights." Id. at 900. That patent holders now
select the Eastern' District of Texas,
therefore, is not a new phenomenon that
requires significant modification of the patent
venue law.
Proponents of the Eastern District of Texas
venue also dispute the claim that a quick
docket is a gun to a defendant's head in a
patent case, pointing to a recent confidential
survey of patent practitioners in the court
indicating that most defense counsel do not
perceive the court's quick trial settings as
harmful (the survey results are posted on
the Eastern District of Texas Web site at
www.txed.uscourts.govi.) The supporters of
the Eastern District of Texas contend that
courts there have become national leaders
in patent litigation because they provide a
relatively quick system for resolving patent
disputes, which reduces the cost of
preparing a case for both sides. This
efficiency is due in part to several of the
judges' use of special rules for patent cases
and their continuation of the district's
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tradition of early, firm trial settings. Some
lawyers perceive speedy trial settings and
discovery limitations as benefitting plaintiffs,
but in expensive commercial litigation, they
work in small defendants' favor as well.
The proponents of venue reform do not
provide any data to show that adjudicated
outcomes in the Eastern District of Texas or
other asserted "plaintiff-friendly" jurisdictions
have a higher degree of error than other
jurisdictions, opponents of patent venue
restrictions argue. For example, there is no
data showing that judicial rulings or jury
verdicts in the Eastern District of Texas are
reversed at a higher rate than other
jurisdictions. The LegalMetric study
above
The supporters of discussed
and often cited
the Eastern District by patent venue
restriction
of Texas contend
proponents
as
that courts there... evidence
that
provide a relatively the
Eastern
District
of
Texas
quick system for
is
"plaintiffresolving patent
friendly" is of
disputes, which
dubious value,
reduces the cost of given that it
examines jury
preparing a case
and bench trials
for both sides.
going back to
1994 and not recent results when that venue
began to handle a substantial number of
patent lawsuits.
The opponents of patent venue legislation
also point out that there is no data to show
that the redirection of venue of patent
lawsuits that would result from the proposed
patent venue legislation would lead to
outcomes that are less biased or more
legally correct, efficient or predictable. They
also argue that the proposed legislation that
would mandate patent venue only in the
district in which the defendant has its
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principal
place
of business
or is
incorporated, or the district where the
defendant
has
committed
acts
of
infringement and has a regular and
established place of business would give an
unfair advantage to the home town
defendant, all other things being equal, and
make it difficult for small companies to afford
to enforce their patent rights. This, the
opponents of the proposed patent venue
legislation contend, would amount to
legislatively mandated forum selection for
the benefit of defendants.
The proposed legislation to require
mandatory transfer of patent infringement
lawsuits also has been criticized. The
opponents of this legislation point out that
there is no data indicating that defendants
are inconvenienced to any appreciable
extent when patent lawsuits are brought in
venues without a substantial connection to
the parties or evidence. Most companies
who are supporters of the legislation are
large corporations that have the resources
to litigate effectively in virtually any
jurisdiction and have not presented evidence
of any difficulty litigating in the Eastern
District of Texas. Most witnesses in patent
infringement trials are employees of or
experts retained by the parties, and
documentary evidence these days is stored
electronically and easily available to the
parties no matter where the venue of the
lawsuit. Furthermore, in the Eastern District
of Texas, as in most federal district courts,
pleadings can be filed electronically from
anywhere in the world. In addition, the
transfer of venue provision will generate
substantial satellite litigation over the venue
issue, resulting in delay and increased
expense of resolving patent litigation.
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the proposed patent venue legislation
revolves arourrd whether the current law
encourages
abusive
forum
shopping
producing an appreciable number of unfair
outcomes, and whether the proposed
changes to patent venue law will
substantially reduce such abuses without
unduly shifting the advantage in such
litigation to defendants. As Robert Merges,
Professor of law at the Center for Law and
Technology at the University of California,
Berkeley, observes, "sometimes people will
become pretty good at playing the patent
game. They'll get a patent and not really
contribute anything significant in terms of
technology, but just be a little ahead of the
curve and be pretty clever about working the
patent system. It's kind of a tricky policy
issue. How do you slap down and try to
stop the illegitimate guys while not wrecking
any of the beneficial uses people have found
for patents?" The Motley Fool, TGIF for
Patent Terrorism Foolishness, available at
Fool.com .
With the control of the House and Senate
changing to the Democrats as a result of the
2006 elections, one can only guess about
the potential outcome of the proposed
patent reform legislation in general, or the
venue legislation in particular. One thing is
certain, there will be continued
disagreement about the perceived necessity
and benefits and detriments of such
legislation.
The above article expresses the view of the author,
and not necessarily those of the State Bar of Texas
IP Law Section.
Eric W. Buether is a shareholder in
the Dallas, Texas office of the law
firm of Greenberg Traurig, LLP,

Final Observations

In the final analysis, the debate surrounding
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Photo Caption Contest
WRITE A WINNING CAPTION, GET A PRIZE
The IPLS Newsletter Committee announces the third Photo Caption Contest. The rules are
simple: (1) write a humorous caption for the photo; and (2) email your entry to
newsletter@texasbariplaw.org by the entry deadline. Please include your contact information
with your entry. The Newsletter Committee members will select a winner from the eligible
entries and award a prize, which may vary from issue to issue.

This issue's prize: $25 GIFT CARD to the winner's choice of
Amazon.com , Starbucks, or Brinker restaurants (Chili's, On the Border,
Maggiano's, and Macaroni Grill).
Please submit a humorous caption for this picture showing some "high-tech" equipment of
yesteryear. To be eligible to win, your entry must be emailed to newsletter@texasbariplaw.org
by February 28, 2007. Good luck!
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Photo Caption Contest Winner!
we announced the second Photo Caption Contest, and we
sincerely thank all of you who took the time to submit an entry. The captions
were judged by the Newsletter Committee, and a winner has been chosen.
In the Fall 2006

Drum roll, please...
And, the winning caption is...

"An undetwater movement device comprising:
a body portion having a head end, a tail end and a substantially oval crosssection,
a muscle contained within said body portion for moving a fin attached to
said tail end back and forth,. and
a plurality of movable guide fins attached to said body portion for changing
the direction of movement "
Submitted by Alan R. Thiele, a partner in the San Antonio office of Strasburger.
Runner Up: "Plants have patents. W hy can't fish?" submitted by Joe Herbert in Dallas.
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EASTERN DISTRICT ROCKET DOCKET DECELERA'TES IN MARSHALL DNISION
Cases Filed Now May Not Get Trial Dates Until Late 2011 or Early 2012
by MARY ALICE ROBBINS
he voluminous filings of patent cases in the U.S.
District Court for the Eastern District of Texas
in Marshall has slowed the "rocket docket" that
Judge T. John Ward launched in early 2001 by
T promulgating rules meant to expedite the disposition of patent infringement suits.
Jeffrey Plies, an intellectual property litigation associate with Dechert in Austin, says the Eastern District has

become a victim of its own popularity.
"It's attracting a lot of patent cases, but that's meant it's
drowning in its own success," Plies says.
Plies says Dechert filed a patentee's suit in the
Marshall Division on Dec. 31, 2007. At a July 29 stti is
conference, Ward set the case for tria/ on June 6, 2011, he
says.
It wasn't an isolated case. U.S. Magistrate Judge Chad
Everinghana of Marshall says he and Ward held July 29
status conferences for about 30 cases, the bulk of which

were filed in the latter half of 2007. Trial settings for those
cases are in the summer of 2011, Everingham says.
Everingham says his best guess is that cases being filed
now will be set for trial in late 2011 or early 2012.
Appointed to the federal bench in 1999 by thenPresident Bill Clinton, Ward adopted rules for his court
in early 2001 to speed up the handling of patent cases.
Ward says the rules he adopted are a modified version of
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continued from page 1

the patent rules used by federal courts in the Northern
District of California. In 2005, the other judges in the
Eastern District — which includes courts in Beaumont,
Lufkin, Marshall, Sherman and Texarkana — adopted
those rules districtwide.
Ward attributes the current long delay between the
time patent suits are filed and the time they go to trial to
the large number of case filings.
"There are just so many cases, I. can't handle them
all," Ward says.
The Eastern Disttict of Texas had the highest number
of patent suits filed in the United States indie last,fiscal
year which ended Sept 30, 2007. According to statistics
provided by Dave Maland, clerk of the court for the F stern
District, plaintiffs filed 358 cases in the district
last year, compared to the 334 filed in the
Central District of California in Los Angeles,
the runner-up, for the same period.
"The numerosity cropped up in Marshall
par ticillarly," Maland says. His statistical
charts show 232 patent cases were filed in
the Marshall Division in the last calendar year,
compared to 79 in Tyler, the division with the
second highest number of filings in 2007.
Everingham, who served as Ward's law
clerk before he became a U.S. magistrate
judge in April 2007, says that in 2002 and 2003,
the Marshall Division set cases for trial within
13 to 15 months after the suits were filed.
As noted on Maland's statistical charts,
patentees filed 31 cases in the Marshall
Division in 2003. number of filings in
Marshall has climbed steadily since then,
with 69 in 2004, 103 in 2005 and 134 in
'>1106

emphasis on a plaintiffs choice of forum.
Ward says, "I try to follow the law as I understand it"
Patent litigator Doug Cawley, a shareholder in McKool
Smith in Dallas, says the US. Congress has tried in its
last three sessions to pass legislation that included provisions to limit forum-shopping by plaintiffs. Cawley, who
follows such legislation, says the House passed H.R 1908
in September 2007 but the Senate could not come up with
a bill that would pass in that chamber.
Michael C. Smith, who also monitors patent legislation, says U.S. Sen. Patrick Leahy, D-Vt., abandoned the
Senate's version of the bill, S. 1145, in April after determining that he did not have enough votes to win passage.
"The legislation doesn't appear to be going anywhere
in this Congress," says Smith, a partner in Siebman,
Reynolds, Burg, Phillips & Smith in Marshall.

Cawley says he believes such legislation is unnecessary because of the length of time it takes to move cases
to trial in the Marshall Division, combined with the fact
that defendants are having good experiences with judges
and juries in the Eastern District
Patentees' Preference
Several patent attorneys attribute the slowdown in the
rocket docket to the combination of ina-eased filings and
the requirement that courts hold hearings in patent suits
to interpret the claims in patents. In 1996's Markman, et
aL u W estview Instruments Inc., et al., a unanimous U.S.
Supreme Court affirmed the Federal U.S. Circuit Court
of Appeals' decision that the construction of a patent,
continued on page 12
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the patent caseload and is trying cases in
which parties on both sides have given their
consent. "It helps a lot," Ward says.
Everingham says lie has tried four patent
suits, including one that settled during trial,
since taking the bench.
Maland says the number of patent case
filings in Marshall is down slightly this year.
During the 12-month period ending Aug. 11,
the Nlarshall Division had 229 cases filed,
Maland's charts show. During the same
12-month period, the Tyler Division had 70
patent case filings; the Lufkin and Texarkana
Divisions had 20 filings each; the Sherman
Division had eight and Beaumont had three,
according to the charts.
However, U.S. District Judge Leonard
Davis of Tyler says he currently has about
100 patent suits pending and has not encountered difficulties in managing that caseload.
Davis estimates that, in most instances, the
patent cases in his court are going to trial
within 24 to 30 months after they are filed.
"Our rocket is still flying high," Davis
says
Ted D. Lee, immediate past chairman of
the State Bar of Texas Intellectual Property
Section arid a shareholder in San Antonio's
Gunn & Lee, says the docket in Ward's court
is so clogged, because so many patentees file
suit there based on the perception that the
Eastern District is pro-patentee.
`The perception of the people who are getting sued is that the playing field is not level,"
says Lee, who usually represents defendants
in patent cases filed in the Eastern District
Lee says it's almost impossible for a
defendant to get a motion for change of
venue granted, because Ward places such
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'Rocket DocketS' Gaining On Popular E. Texas
Court
By Jesse Greenspan, jesse.greenspan@portfoliomedia.com

Portfolio Media, New Y ork (February 20, 2008)
The U.S. District Court for the Eastern District of Texas has become the most popular court in
the U.S. for patent lawsuits, but the wait time for a trial has increased from under one year to
about two years. As a result, other venues are being used by plaintiffs that want their cases
decided as soon as possible.

* According to various attorneys around the country, the Western District of Wisconsin and the
Eastern District of Virginia are currently the best examples of IP "rocket dockets," with cases
generally going to trial within a year from the time they're filed.
"The rocket docket was perceived as the place to go if you really wanted to put pressure on the
defendant," said Frederick S. Frei, a partner in Andrews Kurth LLP's Washington, D.C., office.
"If you are a defendant and totally unprepared — say a patent infringement suit comes out of
the blue — and all of a sudden you have to do everything in a six-month period, you're really
disadvantaged," he added.
He pointed to a case he's working on in the Eastern District of Virginia, in which a patent
counterclaim was filed at the beginning of November. The counterclaim was answered,
depositions were taken and expert reports were all prepared by the end of January, he said.
Paul Janicke, a professor of law at the University of Houston Law Center who tracks patent
filings, said that lawyers have taken note of the Western District of Wisconsin over the last six
months or so for similar reasons.
According to statistics he compiled, 41 patent cases were filed in the Western District of
Wisconsin in fiscal year 2007, making it the 17th most popular venue in the country, and 39
cases were filed in the Eastern District of Virginia, making it the 19th most popular venue in the
country.
In fiscal year 2006, the Wisconsin court did not make the Top 25, while the Virginia court was
ranked 25th.
However, the two courts still lag far behind the Eastern District of Texas, which had 352 patent
cases filed in fiscal year 2007.
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Gary Hoffman, a partner with Dickstein Shapiro LLP, said the Western District of Wisconsin
"periodically" transfers patent casts tWother courts, while the Eastern District of Virginia
"typically" transfers cases to other counts.
If a judge is going to transfer me out ... it doesn't do me any good to file there," Hoffman said.
"I'm going to pick some place I have a very good chance of staying in."
Frei added that in the Eastern District of Virginia, patent cases often come into the Alexandria
division, only to be transferred to other divisions within the same court that are not true rocket
dockets.
"They're, reluctant to flle there because you could end up in Richmond or Norfolk or Newport
News, and you may not want to be there," he said.
The Eastern District of Texas, or the other hand, almost always keeps its cases, according to
Frei.
The Eastern District of Texas has also become exceedingly popular because it Is perceived as
pro-plaintiff, because its judges are experienced with patent cases, because cases move along
relatively quickly, and because it has patent rules for claims construction and other litigation
activities, attorneys say.
But Janicke dismissed those theories, saying the court has mainly become popular simply
because plaintiffs more often surmive‘summary judgment motions and win settlements before
trial.
"You have a better chance of getting to trial in eastern Texas because they deny summary
judgment, and I think that's the lure," Janicke said.
For his part, Hoffman said the court had become much friendlier to defendants over the last
couple of years.
"It is a much more balanced court, and if anything, pro-defendant today," Hoffman said. "Now,
the people out there blasting the court will tell you it's still pro-plaintiff, but it's not borne out
by statistics."
Either way, the number of cases-in the Eastern District of Texas continues to skyrocket, and it
passed the Central District of California as the most popular patent court in fiscal year 2007.
According to Janicke's statistics, 12.7% of all patent cases filed in the United States last year
were filed in the Eastern District of Texas. Less than a decade ago, virtually no patent cases
were filed in the Eastern District of Texas.
Hoffman predicted that the number of cases in the Eastern District of Texas would continue
increasing but that a smaller ratio of them would go before Judge T. John Ward, the inventor of
the court's patent rules who is bated ta, Marshall.
He estimated that about 60% of the cases currently filed in Marshall stay with Judge Ward,
while the remaining 40% are transferred to other divisions.
"Judge Ward works incredibly hard, but because of the increase in filings, he has gotten
backlogged," Hoffman said.
"I don't think you're seeing a falling off — there are still a lot of cases being filed — but I think
you're going to see more cases being filed in other places," added Jim Repass, the co-head of
Fulbright & 3aworski's IP practice group.
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He said that the Southern District of Texas, which recently implemented its own patent rules,
could take on some of the caseload that previously went to the Eastern District of Texas.
Of course, if the Patent Reform Act becomes law, it could change things dramatically.
"It's going to be very difficult to sustain venue in eastern Texas, except for a few oil company
cases that could be lodged in Beaumont," Janicke said. "But all the software cases will have to
go, and all the medical cases will-have to go. I don't think companies are going to change their
headquarters to fit this sort of thirig."
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AMERICE lAWYER ON THE WEB
Taming Texas
It took six years, but the IP defense bar finally broke the runaway juries of the Lone Star State.
By Nate Raymond
The American Lawyer
March 1, 2008

Ask the people working at the bars, restaurants, and hotels of
Marshall, Texas, about April 13, 2006-the day TiVo Inc. won a
$73.9 million patent infringement verdict against EchoStar
Communications Corporation-and they'll reminisce about a river
of money the way managers at Macy's talk about Christmas. To
them, it didn't matter which side TiVo was on, only that Marshall
was sharing in the good fortune of the patent litigants who came
io their courthouse and lavished money on their town. The first
thing one TiVo lawyer from Irell & Manella asked after the jury
came back was the location of the nearest bar, so the
celebration could begin.

-

MIERrria bostiER,

The joyous mood, however, wasn't shared by all. While the IreII
lawyers partied at 0S2 Restaurant & Pub, Marshall's one downtown bar, EchoStar's lawyers
from Morrison & Foerster straggled out of the town's small federal courthouse and returned to
the Comfort Suites hotel, where the lawyers drank and watched cartoons. The looming question
wasn't just how they could have suffered such a devastating loss-Marshall was, after all, part of
a plaintiff-friendly district once described by U.S. Supreme Court justice Antonin Scalia as "a
renegade jurisdiction"-but how they could prevent it from happening again: MoFo partner
Rachel Krevans was scheduled to return to the Eastern District of Texas in early 2007 to defend
EchoStar against Forgent Networks, Inc.'s $200 million patent claim.
After a week off, Krevans and Harold McElhinny, the lead lawyer in the TiVo case, met in San
Francisco to figure out what to do differently the second time around. In later court filings, the
Morrison & Foerster lawyers would argue that Irell & Manella had made impermissible
arguments at trial and that some TiVo evidence shouldn't have been admitted. But in private,
the MoFo attorneys conceded they'd been beaten. They needed a new approach. A year later,
in May 2007, their rejiggered strategy proved successful: The jury delivered a complete defense
1
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verdict for EchoStar.
MoFo's journey from that $73.9 million loss to TiVo in 2006 to the defense win against Forgent a
year later exemplifies the startling transformation that has taken place in the , courtrooms of
Marshall and nearby Tyler in the last 18 months. After the spring of 2006, when it was beginning
to seem as though a patent plaintiff could not lose a case in East Texas, MoFo and its
counterparts at such firms as Wilmer Cutler Pickering Hale and Dorr and Kirkland & Ellis refined
their trial techniques-and won. Defense lawyers adopted tactics the plaintiffs knew well. They
paid thousands of dollars to consultants who taught them how to speak Texan to juries. They
simplified complex cases. Well-established first-chair lawyers deferred at trial to hired guns from
Texas, in several cases elevating them from local to cocounsel. And it didn't hurt that a pair of
Supreme Court rulings in 2005 and 2006 favored patent defendants.
In 2007, after three straight years without a defense win in the Eastern District of Texas,
defendants won seven of the nine patent cases that were tried to a verdict, according to Michael
Smith, an attorney in the Marshall office of Siebman, Reynolds, Burg, Phillips & Smith who
tracks trial outcomes. "The conventional wisdom is that defendants can't win in the Eastern
District, and that's not accurate anymore," he says. (Plaintiffs can still win big, though: On
February 11 Dickstein Shapiro won a $439.1 million jury verdict against Boston Scientific
Corporation in Marshall.)
The newfound parity for defendants has come to East Texas at a time when Congress is
considering patent reform. A bill already passed by the House of Representatives and now
before the Senate is intended to dry up the patent wellspring in East Texas [see ""Waiting for
the End of the World"
www.law.com/jsp/tal/PubArticleTAL.jsp?hubtype=Inside&id=1204631582896]-though
defendants no longer seem to need the congressional bailout. And the business owners? They
don't care who's winning. They just want the good times to continue to roll.
When out-of-town lawyers began showing up in his courtroom in Marshall in 2001, federal
district court judge T. John Ward would recommend, only half-jokingly, that they watch a lowbudget 1997 documentary called Hands on a Hard Body. The movie chronicles an endurance
contest in Longview, Texas, 23 miles west of Marshall, in which people compete for a new
Nissan truck by keeping one of their hands on it for as long as possible. "I think some lawyers
still use it with clients to say, 'We will not have Ph.D.s on this jury,' " says Ward, 64, a whitehaired former trial lawyer. Ward, himself a Longview resident, was first stationed in Tyler, but
when a judge in Marshall took senior status in 2001, he volunteered to relocate. At the time,
Marshall was just a speck on the litigation map. Its patent docket was notable only for the
frequent appearances of Dallas-based Texas Instruments Incorporated, which enjoyed a home
court advantage as a plaintiff before Marshall juries. Not long before Ward's judicial
appointment, when he was in private practice at Brown McCarroll, he had been on the losing
side of a $29 million verdict for Texas Instruments. Ward describes the case as a bloodletting
filled with motions for sanctions and discovery requests that dragged on for months. But lawyers
who practice in East Texas say Ward seemed to get a kick out of the litigation. "I think he found
2
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it interesting," says Houston-based Howrey partner Floyd Nation.
Ward's first pretrial hearing on patent claims as a judge convinced him that the rules for patent
cases had to change. He'd spent several hours reading up on the claim terms for the patent at
issue, assuming that lawyers on both sides would wrangle over the meaning of key words in the
patent. But when the hearing began, defense lawyers acceded to each term the plaintiffs
argued. Ward called a recess and told the attorneys to negotiate. When he returned, only two
claims remained contested. "I wasted all this preparation time getting ready," Ward recalls
saying.
So he dug up a set of rules that he heard the Northern District of California had adopted to
streamline patent cases. Ward borrowed from and tweaked the California rules, instituting new
procedures that he thought would make his job easier. Instead, when patent holders realized
that the wait for a trial in Marshall was only 12-14 months, Ward's docket was flooded: from five
patent cases in 2000 to 87 in 2006, according to LegalMetric. "I had no idea that was going to
be the result of adopting the rules," Ward says.
Other judges in the district-Leonard Davis in Tyler, David Folsom in Texarkana, and Ronald
Clark in Beaumont and Lufkin-followed Ward's lead, and courtrooms that were no longer
crowded with personal injury cases were quickly restocked with patent disputes. Streamlined
pretrial proceedings and short trials meant lower costs, crucial for plaintiffs attorneys working on
contingency. By ihe time Ward's rules went districtwide in February 2005, Marshall and its
neighbors had become the prime venue for patent trials nationally, with more than 860 patent
cases filed since 2000.
Local firms like McKool Smith; Ireland, Carroll & Kelley; and Brown McCarroll were among the
first to capitalize on the district's advantages for patent holders. They filed suits on behalf of
small tech companies and so-called patent trolls (shell companies that exist to litigate on behalf
of patent-holding individuals or corporations). Soon after, bigger firms in Texas and beyondincluding Howrey; Susman Godfrey; Fish & Richardson; and Fuibright & Jaworski-took notice of
the plaintiffs' successes and also began filing in Marshall and Tyler.
The jurors who heard the plaintiffs' cases were inclined to agree with them. Only about 20
percent of Marshall's population in 2000 held a bachelor's degree, according to the Census
Bureau. Compared to jurors in a tech-friendly city like Boston, where more than 40 percent of
the jury pool holds at least a bachelor's degree, folks in Marshall and its neighbors were
receptive to the simple, nontechnical presentations that local plaintiffs lawyers preferred.
Moreover, the East Texas economy has suffered since a downturn in oil and gas production in
the mid-1980s. The townspeople, who are accustomed to fighting with oil companies over
royalties for their mineral rights, tend to be strong believers in property rights. "People here
respect the underdog because people here have been stepped on over the years," says
Douglas Green, a jury consultant who often works for Wilmer Cutler Pickering Hale and Dorr.
Plaintiffs had an additional advantage in the disinclination of East Texas judges to grant
3

From www l aw. com/jsp/tal/PubArticleTAL.jsp?hubtype = Inside&id=1204631582902

15 March 2008

JW.000003

Case 6:08-cv-00089-RAS

Document 100-11

Filed 11/26/2008

Page 5 of 10

summary'judgment. ''They thought trial was the American way of doing things," says Paul
Janicke, a law professor at the University of Houston. Ward readily admits his own preference
for letting juries, rather than judges, decide cases; he says that's been the custom in East Texas
since he started practicing in 1968. "Most of the time we feel like there are fact questions," he
says. "I don't strain to get a summary judgment if I believe there's a fact question."
So in the first years of the East Texas patent boom, trial results were starkly one-sided. From
2001 to mid-2006 plaintiffs won nearly 90 percent of the district's patent trials. Defendants lost
17 trials during that stretch of time, according to research by local lawyer Michael Smith. And
the damages awards were big. In April 2006, the same month that TiVo won its $73.9 million
verdict against EchoStar in a fight over television recording technology, Microsoft Corporation
was hit with a $133 million verdict in a case involving antipiracy software. Two months later, in a
dispute over patents for high-speed data networks, Finisar Corporation won a $78.9 verdict
against The DirecTV Group, Inc.
Defense lawyers say clients began instructing them to stay out of East Texas courtrooms, "If
that's the attitude, then you're going to have settlements and not trials there," says Wilmer
partner Mark Matuschak. According to Matuschak and other defense lawyers, the risk of
litigation in Marshall and Tyler was so daunting that in several instances the mere threat of an
injunction filing produced licensing agreements and cash settlements.
The case that broke the plaintiffs' streak was one that had attracted little pretrial attention. In
2004 Sensormatic Electronics Corporation, a subsidiary of Tyco International Ltd., filed suit in
Marshall against two start-up security products manufacturers: San Jose-based WG Security
Products Inc. and Hollywood-based EAS Sensorsense, Inc. Sensormatic alleged that WG was
infringing patents covering the plastic tags that clothing stores use to prevent theft.lt was an odd
case for Judge Ward's docket. Sensormatic sought $7.3 million in damages-a fraction of what
East Texas patent plaintiffs usually wanted. And Sensormatic, the market leader in antitheft
tags, was no patent troll; in an unusual role reversal, the defendants cast themselves as the
David to Sensormatic's Goliath. The disparity between legal teams bore out the comparison. IP
giant Fish & Richardson represented Sensormatic. Sim Israeloff of Dallas's Cowles & Thompson
and the Waters Law Office in Louisville were counsel for WG and EAS. lsraeloff had never tried
a patent case, and Waters was hardly a regular in Marshall's courtrooms,
For a year, defense lawyers fought to move the case to California, where both WG and EAS
were based. But Sensormatic's Fish & Richardson lawyers wanted to keep the case in East
Texas, which they had come to know well through dozens of patent cases on both sides of the
aisle. "We never really had any real opening to resolve [this] on a reasonable basis, so
everybody sort of stuck to their guns," says WG counsel Israeloff. (Fish & Richardson partner
Thomas Walsh declined to comment.)
The trial took four days in June 2006. After less than half a day of deliberation, the jury ruled for
WG and EAS. (For the most part, jurors in this case and others could not be reached for
comment because under district rules their identities are kept confidential.) Defense lawyers
4
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immediately took note of the victory. "It was more psychological than anything," says Wilson
Sonsini Goodrich & Rosati partner M. Craig Tyler. "That case did allow us to at least tell clients,
'Look, you're not facing a completely stacked deck.' " But the case wasn't a total win for Israeloff
and his defense team-the jury declined to invalidate Sensormatic's patent. Patent defendants
remained leery of cases filed in Marshall,
[One] month after the WG verdict, Wilmer's Matuschak was sitting in Judge Ward's courtroom,
convinced he'd lost his client's case. For five days the 48-year-old partner had defended
OutlookSoft Corporation against Hyperion Solutions Corporation's $150 million patent
infringment claim. He thought he'd connected with the jury, but as jurors funneled into the
courtroom to deliver their verdict, none of them would look at him. "I thought, 'This is bad,' " he
recalls. That made the panel's decision a happy surprise: Matuschak had won. (He later learned
in the parking lot that jurors were pulling a prank by not looking at him.) "We didn't even have to
convince anybody," says jury foreman Alan Holcomb, a 54-year-old Longview boat salesman.
"Everybody was on the same page so far as the decision."
OutlookSoft was Matuschak's first trial in East Texas. His two previous cases in the districtdefenses of Intel Corporation against Northrop Grumman Corporation and later Analog Devices,
Inc., against Texas Instruments-had settled confidentially. But he'd watched enough Marshall
trials and conducted enough jury research to know that he'd need an unusual approach if he
wanted jurors to find not only that OutlookSoft hadn't infringed Hyperion's patent but also that
the patent was invalid. "The scuttlebutt was that you could not put forward an invalidity case with
the time limits that the judges imposed in that district," Matuschak says. "But I think that
assumes that the kind of invalidity case you're going to put on is one where you're making
references to a lot of pieces of prior art and going through an elaborate discussion of those. And
if you pick your best shots, you can put on an effective invalidity case there."
With two defense verdicts handed down by juries, lawyers could assure clients that it was
possible to win a trial in East Texas. "Once the cookie starts to crumble a little bit, people start to
think we can win these cases there," Matuschak says.
In retrospect, the victories seem inevitable. With more than 350 patent cases filed in the district
in 2007, East Texas now ranks nationally as the busiest jurisdiction for patent litigation. Sheer
volume slowed the rocket docket, increasing plaintiffs' costs and giving deep-pocketed
defendants a financial advantage at trial. (Once among the five fastest patent venues in the
country, East Texas now ranks eighteenth, according lo LegalMetric.) Plaintiffs also paid for
their own cockiness. "You attracted a lot of weak patent cases," says Irell & Manella's Morgan
Chu.
At the same time, Supreme Court rulings in eBay Inc. v. MercExchange, L.L.C., in 2005 and
KSR International Co. v. Teleflex, Inc., in 2006 helped patent defendants. The cases made it
easier for defendants to argue that patents were invalid because of preexisting technology
(known as prior art) and gave judges more discretion over whether to impose an injunction after
a finding of infringement. Judge Davis of Tyler is believed to have been the first federal district
5
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court judge to apply the court's eBay ruling when, in June 2006, he denied a request by z4
Technologies, Inc., to bar Microsoft from selling or making Windows and Office products.
(Microsoft later lost at trial.) Last August, Vinson & Elkins partners Brian Buss and Willem
Schuurman used KSR precedent to convince Judge Davis to invalidate AdvanceMe, Inc.'s
patent in a suit against Reach Financial, LLC, and Merchant Money Tree, Inc.
Despite the favorable Supreme Court rulings and the longer wait for plaintiffs to get to trial,
defense counsel still had to invest considerable time and money to change the course of patent
litigation in the Eastern District of Texas. And perhaps no firm knew that better than Morrison &
Foerster as it prepared for the Forgent trial, EchoStar's second appearance as a defendant in
an East Texas courtroom.
MoFo knew that to connect with Texans and to soften EchoStar's image, it needed to make
better use of local attorneys than it had in the TiVo trial. Though McElhinny is no fan of lrell's
Chu (whom he criticized in his unsuccessful appeal of the TiVo verdict), he did admire Chu's
use of his local counsel, Sam Baxter of McKool Smith.
Outside of Texas, Baxter's name may not be familiar. But inside the Marshall courthouse, he's a
star-a guy who knows the names of half the town. For more than a decade during the 1970s
and 1980s, Baxter was the glad-handing district attorney of Harrison County, where Marshall is
located. After a stint as a state district court judge, Baxter went back into private practice in
1989 and began racking up personal injury judgments. But as state tort reform took effect,
Baxter transitioned to patents, filing his own cases and taking local duties for lawyers like Chu.
During the TiVo trial, white McElhinny kept EchoStar local counsel, late addition John Pickett of
Texarkana's Young, Pickett & Lee, in his seat, Baxter was conducting voir dire in his thick drawl.
grilling EchoStar's most important witness, and delivering part of the closing statement. By
giving Baxter such a prominent role, McElhinny later realized, Chu was able to limit the jury's
prejudice against an out-of-town lawyer representing a big corporation. (Baxter also helped
defuse potential bias against Chu's Chinese ancestry in an incident that has become legend
among patent litigators: He threw his arm around Chu's shoulder in front of the jury during voir
dire and said, "Morgan here is different-Morgan wears a bow tie.")
Wilmer's Matuschak had also made effective use of focal counsel-Joe Redden, Jr., of Houston's
Beck, Redden & Secrest-in the OutlookSoft case. He asked Redden to handle voir dire, which in
Texas can be argumentative, and assigned him to question an expert witness with a tendency
to jabber. "Rather than have a fast-talking Boston lawyer and a fast-talking expert competing to
see who can speak fastest, [I decided] that would be a good time to put Joe there to sort of
enforce the slow-down and make sure that testimony came in [in] a more measured way,"
Matuschak says.
The firms invited to serve as local counsel in East Texas IP cases are a select club. Along with
McKool Smith, other firms include Ireland, Carroll, & Ke gley; Parker, Bunt & Ainsworth; and
Brown McCarroll. Many were personal injury shops until Texas tort reform limited punitive
6
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damages. That's when, as the joke goes, PI lawyers in East Texas switched to IP. "A trial is a
trial," says Baxter, the unofficial president of the unofficial boys club in East Texas. For many of
these lawyers, defense work has come to occupy an increasing percentage of their practice. In
2005, for instance, Baxter handled 16 defense cases, according to Westlaw. By early 2008, he
had 39.
About three months after the TiVo trial, EchoStar and DirecTV, a codefendant in the Forgent
case, went shopping together for a strong local trial lawyer. Like the MoFo team, DirecTV's lead
counsel, Jones Day of counsel Victor Savikas, had previously lost big in Texas: a $78.9 million
verdict in the June 2006 Finisar trial. He drew the same lesson from his loss as McElhinny.
"Both of us concluded that in the Eastern District of Texas, a lawyer by the name of Savikas
from Los Angeles or McElhinny from San Francisco, despite our experience, just didn't connect
all the time with the local jury," he says. Jones Day and MoFo needed what Savikas calls "our
own cowboy."
Savikas had heard about a local attorney named Otis Carroll of Tyler's six-lawyer Ireland,
Carroll & Kelley. Carroll had for years litigated insurance defense cases, but in 2001 IP trials
began to dominate his practice. Over a chicken-fried steak lunch in Tyler, he learned about how
EchoStar and DirecTV planned to defend the Forgent case. "They wanted somebody who
would take it shoulder-to-shoulder with them," Carroll says.
MoFo and Jones Day also planned to tailor their trial presentation to fit what they'd learned from
mock juries. Early in their preparation for the Forgent case, Krevans, Savikas, and Carroll hired
jury consultant George Speckart of Irving's Courtroom Sciences, Inc., one of the consultants
whose business has ballooned in the last few years thanks to lawyers willing to spend $30,000$100,000 a day on mock East Texas juries. A couple months before trial, Krevans, Savikas, and
their teams held two mock trials over three days. Krevans says that what she learned from the
juries drastically changed her defense.
The MoFo partner opted for an approach that seemed, on the surface, to be very risky. The
plaintiff, Forgent, claimed that it owned a patent covering the technology in audio-video digital
recorders typically found in cable and satellite television set-top boxes. In pretrial proceedings,
lawyers for EchoStar's cable company codefendants argued both that the cable companies
didn't infringe the Forgent patent and that the patent was invalid based on obviousness.
Krevans and her team signaled in court filings that they'd make the same two-pronged
argument. But when MoFo and Jones Day tested it before a mock jury, the lawyers realized that
jurors didn't follow the subtleties of the strategy. Even if it was legally sound, mock jurors
thought that arguing both noninfringement and invalidity made it seem as though the defendants
were lying. "It's like someone ... accused of beating his wife saying, 'I didn't do it, but if you
think I did, she provoked me,' " says Savikas.
After more testing, Krevans, Savikas, MoFo partner Charles Barquist, and local counsel Carroll
decided to abandon the infringement defense at trial. Morrison & Foerster and Jones Day would
argue only that Forgent's patent was invalid-even though Judge Davis had ruled that their
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strongest evidence of invalidity, a recent Patent and Trademark Office decision to reevaluate
the validity of the Forgent patent, wasn't admissible at trial.
Forgent's lead counsel, William Fred Hagans of Hagans Burdine Montgomery Rustay &
Winchester, says he knew his client would struggle to defend against an invalidity challenge.
Forgent's patent was issued in 1991, but the claims relevant to EchoStar's technology were only
added in 2001-after EchoStar's product was on the market. He was afraid he'd have a tough
time explaining that to a jury. "VVhen everyone mock-tried that, that was a fact that raised
eyebrows for any jurors," Hagans says. "We knew that; they knew that."
Nevertheless, EchoStar's codefendants were skipping town as fast as they could sign
settlement papers. Time Warner Inc. and the cable companies, represented by Alston & Bird,
Dewey Ballantine, and Perkins Coie, settled for $20 million in late April, and DirecTV bowed out
a day before trial, settling for $8 million.
When the trial began on May 15, 2007, Krevans quickly realized the wisdom of hiring local
counsel Carroll. He conducted voir dire, made the opening statement, and cross-examined
Forgent's corporate representative. Krevans says he brought a sense of humor to the trial. "He
made Fred Hagans, who's from Houston, seem like he's from New York," adds EchoStar
associate general counsel Jeffrey Blum.
And the MoFo team became convinced that the decision to argue only invalidity made the case
less confusing for jurors. "As lawyers, we know there's nothing inconsistent with saying we don't
infringe, but if we do, the patent's invalid," Krevans says. "But to lay people, that can sound
inconsistent."
After a five-day trial, the jury spent only an hour deliberating. Krevans had expected a quick
verdict, but she says that the minute it took for Judge Davis to receive the form from jurors and
read it aloud felt like slow motion. Anxieties bubbled as she wondered if the risks she had takenconceding infringement and refusing to settle-would result in another defeat for EchoStar. TiVo
general counsel Matthew Zinn was in attendance at the Forgent trial, a painful reminder of that
previous loss.
The jury vindicated MoFo's strategy, finding that Forgent's patent was invalid. But even after
Davis announced the verdict, Krevans could hardly believe she'd won. Back at the Residence
Inn in Tyler, while the rest of the defense team broke out beer and Jack Daniels, Krevans pulled
up PACER and tried to download the verdict, just to make sure she'd heard Judge Davis
correctly.
For defense lawyers, the Forgent win was additional evidence that it was possible to beat the
odds-it was possible for a defendant to win in East Texas. MoFo's tactics had succeeded. When
Krevans and her team left the hotel, they went to a restaurant, Jake's, to celebrate. For once,
defense money would foot the bill.
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Sidebar: The Road Less Travelled
Kirkland & Ellis partner John Desmarais bucked the trend that swept firms defending patent
cases in East Texas. He chose not to use a mock jury to prepare Charter Communications,
Inc.'s defense of patent infringement claims by Hybrid Patents, Inc., in July 2007. Desmarais
had another way to win over East Texas jurors.
Hybrid sought $176 million in damages stemming from alleged infringement of three patents
covering high-speed transmissions over cable modems. Before putting together his trial
presentation, Desmarais says, he carefully reviewed opening statements from Microsoft
Corporation's loss to z4 Technologies, Inc., and OutlookSoft Corporation's win against Hyperion
Solutions Corporation. "One of the things I pulled away from it was [that] the presentation to the
jury that seemed most successful was the down-to-earth, colloquial, nice-guy approach, as
opposed to too aggressive or too complicated or too technical," he says.
Desmarais also wanted to be sure that cable giant Charter wouldn't look like Microsoft to the
Marshall jury. Other large companies had discovered that one way to connect with jurors was to
connect with the community. Luckily for Desmarais, Charter had a tower and an office in
Marshall.
So in opening statements he flashed photos of Charter's Marshall office and noted that Charter
"employs the people here in Marshall." (He also pointed out that the piaintiff, Hybrid, had no
business except suing to enforce its patents.) Later in the trial, Desmarais even called to the
stand a Charter employee who supervised the Marshall-based facility. Suddenly Hybrid looked
like it was the aggressor picking on a hometown little guy. On July 23, 2007, the jury ruled for
Charter.
Desmarais proved the win was no fluke, too. In Sherman, Texas, in January, the Kirkland
partner readopted his tactics to score Alcatel-Lucent a noninfringement ruling against Dell Inc.the first East Texas defense win of 2008.
-N.R.
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