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IN THE UNITED STATES DISTRICT COURT 
FOR THE EASTERN DISTRICT OF TEXAS 

MARSHALL DIVISION 
 

LODSYS, LLC, 

  Plaintiff, 

 v. 

DRIVETIME AUTOMOTIVE  
GROUP, INC., et al., 

  Defendants. 
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Civil Action No. 2:11-cv-309-JRG 
 

JURY TRIAL DEMANDED 

 

 

 
LIVEPERSON, INC.’S REPLY IN SUPPORT OF ITS 

MOTION TO DISMISS IN FAVOR OF FIRST-FILED ACTION 
 
 Tellingly, Lodsys does not dispute that all three prongs of the first-to-file rule 

support dismissal here: (1) LivePerson’s declaratory judgment action (the “DJ Action”) 

was filed before the present action; (2) LivePerson and Lodsys are parties to both actions; 

and (3) the issues of the present action are completely subsumed by LivePerson’s earlier-

filed DJ Action.   

 As it cannot contest these facts, Lodsys instead attempts to confuse the issue by 

arguing that a third case -- filed by Lodsys not against LivePerson, but against a host of 

completely unrelated third parties including just one LivePerson customer -- is the true 

“first filed” action, somehow grounding jurisdiction of all related suits in this forum.  Of 

course, a plaintiff cannot establish first-filed status, as against all suppliers of accused 

technology in any of its litigations, merely by suing a single end-user of that technology.  

Therefore, Lodsys’s case filed against LivePerson’s customer Vitamin Shoppe (“the 

Vitamin Shoppe Action”) does not trump LivePerson’s DJ Action under the first-to-file 
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rule because the cases do not involve “substantially similar” parties, and additional 

patents are at issue in LivePerson’s DJ Action.    

ARGUMENT 

I. The Vitamin Shoppe Action and LivePerson’s DJ Action Do Not Involve 
“Substantially Similar” Parties as Required to Invoke the First-Filed Rule. 

 
 To distract from the simple issue before the Court, Lodsys argues that it filed the 

“first-filed action against Vitamin Shoppe.”  (Dkt. No. 66 at 6.)  In order for Lodsys’s 

theory to hold, the Court would have to find LivePerson’s DJ Action duplicative of the 

Vitamin Shoppe action.  However, the two actions cannot be duplicative where 

LivePerson and Vitamin Shoppe are not “substantially similar” entities.  Indeed, after the 

DJ Action was filed, Lodsys did not seek to add LivePerson as a party to the pending 

Vitamin Shoppe case, but instead brought a separate action against LivePerson.  The 

Vitamin Shoppe case involves different parties than LivePerson’s DJ Action, and 

therefore, the Vitamin Shoppe Action does not invoke the first-to-file rule.  See Candela 

Corp. v. Palomar Medical Technologies, Inc., Case No. 9:06-cv-277, 2007 WL 738615, 

at *2 (E.D. Tex. February 22, 2007) (denying motion to transfer venue based on the first-

to-file rule because the cases involve “different patents, different accused products, and 

different claim terms”).   

 Lodsys argues that the parties need not be identical to trigger the first-to-file rule.  

While that is true, Lodsys’s own case law makes clear that the rule does require a high 

degree of similarity between the sets of parties in the two actions – they must be 

substantially similar.  Microchip Tech., Inc. v. United Module Corp., No. CV-10-04214-

LHK,  2011 WL 2669627 at *3 (N.D. Cal. July 7, 2011) (The “‘similar parties’ 
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requirement does not require ‘exact identity,’ but instead is satisfied if the parties are 

substantially similar.”).  

 What it means for parties to two separate actions to be substantially similar is 

clearly illustrated in Lodsys’s own cited cases – all of which are distinguishable from the 

present action because the parties therein were nearly identical (equivalent to successors-

in-interest to each other):  

• In Microchip, all of the declaratory judgment plaintiffs were defendants in the 
earlier-filed case with the exception of two (a subsidiary of an already-named 
defendant, and a necessary and indispensible party to the dispute).  Id. at *3-4.   

 
• In both Interactive and Horton, the plaintiff of the later-filed declaratory judgment 

action had purchased the assets of the defendant of the earlier-filed infringement 
action.  Interactive Fitness Holdings, LLC, v. Icon Health & Fitness, Inc., No. 10-
cv-04628-LHK, 2011 WL 1302633, *1 (N.D. Cal. April 5, 2011); Horton Archery, 
LLC v. Am. Hunting Innovations, LLC, No. 5:09-cv-1604, 2010 WL 395572, *1 
(N.D. Ohio Jan. 27, 2010).       

 
• In Shire, the facts are exactly opposite those of the present case.  In Shire, the 

patent holder brought the earlier-filed action against the drug manufacturer, and 
one month later the distributor brought a declaratory judgment action against the 
patent holder.  Shire U.S., Inc. v. Johnson Matthey, Inc., 543 F. Supp. 2d 404, 406 
(E.D. Pa. 2008).  Further, in Shire, the distributor was added to the manufacturer 
action, whereas here Lodsys filed the present action against LivePerson instead of 
joining LivePerson in the Vitamin Shoppe case.  Id. at 409. 

 
Vitamin Shoppe and LivePerson are wholly unrelated entities -- the only 

relationship is that Vitamin Shoppe is a LivePerson customer.  This is insufficient to 

render them “substantially similar” parties as required in order for the first-to-file rule to 

apply.   

Moreover, it bears noting that if Lodsys’s theory is correct, even the present 

action should be dismissed in favor of the Vitamin Shoppe case as duplicative and later-

filed.  Certainly, Lodsys is not advocating that result here.   
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II. LivePerson’s DJ Action is Not Duplicative of the Vitamin Shoppe Action, as 
LivePerson’s DJ Action Involves Three Additional Patents Not at Issue in the 
Vitamin Shoppe Action.  
 

 In Shire, Lodsys’s principle case, the court stated the “similarity of the issues” 

prong “hinges on which court first takes possession of the subject of the dispute.”  Id. at 

409.   The court further stated: 

The “subject matter” requirement of the first-to-file rule is 
satisfied in patent infringement matters where the actions in 
question involve the same patent and the same allegedly 
infringing product, though not necessarily the same parties. 
 

Id. (emphasis added).  The court dismissed the Distributor Action in favor of the earlier-

filed Manufacturer Action because the fundamental dispute of both cases was whether the 

same product infringed a single patent.   

 In stark contrast to Shire, in the Vitamin Shoppe Action, Lodsys only alleged 

infringement of Vitamin Shoppe’s live interactive chat for “claim 1 of the ‘078 patent” 

(Dkt. No. 66 at 3.)  LivePerson’s DJ Action, on the other hand, seeks declarations of non-

infringement and invalidity for four of Lodsys’s patents – it was indisputably the first 

filed action to involve three additional patents not at issue in the Vitamin Shoppe Action.1  

 Therefore, the Wisconsin court, not the present Court, first took possession of the 

subject of the dispute in LivePerson’s Declaratory Judgment action.  Similarly, Horton, 

Interactive, and Microchip are distinguishable from the present case because the patents 

and products were identical across the competing lawsuits in question in those cases.  

Horton Archery, 2010 WL at *5 (the “subject matter of the two lawsuits is identical”); 

                                                 
1  Lodsys filed a motion to dismiss LivePerson’s claims for one of the three additional patents based 
on lacking subject matter jurisdiction.  However, even if granted, LivePerson’s declaratory judgment action 
is unquestionably first-filed with respect to the two additional patents. 
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Interactive Fitness Holdings, LLC, 2011 WL at *3 (the two actions raised “exactly the 

same” issues since they involved the same patents); Microchip Tech., Inc.,  2011 WL at 

*3 (“the parties do not dispute” that the actions are similar). 

III. Any Fragmentation of Related Actions Is the Product of Lodsys’s Litigation 
Strategy of Suing Customers Rather Than Suppliers.    
 
As its chosen litigation strategy, Lodsys sued customers of technology provided 

by various suppliers, rather than suing those suppliers directly.  Thus, it should come as 

no surprise that at least 11 declaratory judgment actions have been filed against Lodsys 

involving its patents.  Any problematic fragmentation of decisions involving those 

patents is of Lodsys’s own doing, by its decision to target and sue customers rather than 

suppliers of accused infringing technology. 

Lodsys argues that granting LivePerson’s motion, and leaving the Vitamin 

Shoppe Action active in this forum while LivePerson’s DJ action is pending in Wisconsin, 

would create “unnecessarily fragmented related actions.”  However, the remedy for such 

a problem is simple.  Lodsys asserts that “the issues on which LivePerson seeks 

declaratory relief in its second-filed action are the same issues that Lodsys raised in the 

first-filed action against Vitamin Shoppe.”  (Dkt. No. 66 at 2.)  To the extent Lodsys’s 

allegations against Vitamin Shoppe are exclusively based on LivePerson technology as it 

now suggests, proceedings on those allegations should be stayed based on the “customer 

suit exception” to the first-filed rule, which provides that litigation against or brought by 

the manufacturer of infringing goods takes precedence over a suit by the patent owner 

against customers of the manufacturer.  Katz v. Lear Siegler, Inc., 909 F.2d 1459, 1464 

(Fed. Cir. 1990) (affirmed action enjoining continuation of the customer suit pending 

Case 2:11-cv-00309-JRG   Document 67    Filed 02/21/12   Page 5 of 7 PageID #:  516



LIVEPERSON’S REPLY IN SUPPORT OF ITS MOTION TO DISMISS - 6 

resolution of the manufacturer action).  Of course, Lodsys is not seeking that result here, 

either.   

 As to the two other pending Texas actions, it is improper to characterize those  as 

“related actions,” as they involve completely different technology and different 

defendants -- defendants in the first case (Case No. 2:11-cv-90) manufacture multi-

function peripherals (e.g., printers and scanners), and defendants in the second case (Case 

No. 2:11-cv-272) are wireless handset application developers, whereas in the present 

action Lodsys accuses LivePerson’s “live chat” technology used on customers’ websites.  

And, Lodsys omits any mention of the additional five co-pending declaratory 

judgment actions in the Eastern District of Wisconsin (involving the same four patents 

asserted in LivePerson’s DJ Action).  At least four of the five actions are more closely 

related to the LivePerson DJ Action than the other two Texas actions, because they 

involve infringement allegations based on technology resident on websites.  See Case 

Nos. 2:11-cv-00737-CNC (E.D. Wisc.), 2:11-cv-00750-LA (E.D. Wisc.), 2:11-cv-01099-

LA (E.D. Wisc.), 2:11-cv-01113-CNC (E.D. Wisc.), and 2:12-cv-00012-CNC (E.D. 

Wisc.). 

IV. The Present Motion is Ripe for Decision.   
 

 Lodsys argues that the Court should delay its decision on LivePerson’s motion 

pending a ruling by the Wisconsin court on Lodsys’s motion to dismiss or stay the 

Wisconsin case (filed after the present motion).  However, the fact that Lodsys moved to 

dismiss or transfer the Wisconsin case to Texas now -- nearly 8 months after LivePerson 

filed its declaratory judgment action, over 3 months after that case was transferred to 

Wisconsin, and only as part of its third motion to dismiss filed in that case -- has no 
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relevance to whether the present case should remain open.  Lodsys’s unilateral request to 

stall decisions in this case is unjustified. 

CONCLUSION 

 For the foregoing reasons, and the reasons set forth in LivePerson’s moving brief, 

this Court should dismiss the present action under the first-filed rule.   

     

Dated:  February 21, 2012 Respectfully Submitted, 

 
 

 /s/ Steven M. Bauer 
Steven M. Bauer (MA 54531) 
PROSKAUER ROSE LLP 
One International Place 
Boston, MA 02110 
Telephone: (617) 526-9600 
Facsimile: (617) 526-9899 
sbauer@proskauer.com 
 
ATTORNEY FOR DEFENDANT 
LIVEPERSON, INC. 

 

 

CERTIFICATE OF SERVICE 

 The undersigned certifies that the foregoing document was filed electronically in 
compliance with Local Rule CV-5(a). As such, this document was served on all counsel 
who have consented to electronic service, Local Rule CV-5(a)(3), on this 21st day of 
February, 2012. 
 
 /s/ Steven M. Bauer 

Steven M. Bauer 
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