TAMING TEXAS

SK THE PEOPLE WORKING AT '
the bars, restaurants, and ho- |
tels of Marshall, Texas, about

April 13, 2006—the day TiVo ;
Inc. won a $73.9 million pat- i
ent infringement verdict !
against EchoStar Commu-
nications 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 Mar-
I shall was sharing in the good fortune of the
| patent litigants who came to their courthouse
i and lavished money on their town. The first
thing one TiVo lawyer from Irell & Manella
asked after the jury came back was the loca-
tion of the nearest bar, so the celebration
could begin.

The joyous mood, however, wasn’t shared
by all. While the Irell lawyers partied at OS2 ;
Restaurant & Pub, Marshall’s one down- :
town bar, EchoStar’s lawyers from Morrison
& Foerster straggled out of the town’s small
federal courthouse and returned to the Com-
fort Suites hotel, where the lawyers drank and
watched cartoons. The looming question wasn't
just how they could have suffered such a dev-
astating 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 part- |
ner 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.

It took six years, but the IP defense
bar finally broke the runaway juries
of the Lone Star State.

BY NATE RAYMOND
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AFTER LOSING A $73.9 MILLION

VERDICT FOR ECHOSTAR, MOFO PARTNER
RACHEL KREVANS WAS DETERMINED

TO WIN THE SECOND TIME AROUND.
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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 & Foer-
ster 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 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 star-
tling 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 Picker-
ing 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 com-
plex cases. Well-established first-chair lawyers deferred at trial to hired
guns from Texas, in several cases elevating them from local to cocoun-
sel. 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 East-
e 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.

The newfound parity for defendants has come to East Texas at
a time when Congress is considering patent reform. A bill already
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MARSHALL'S FEDERAL DISTRICT COURT
JUDGE, T. JOHN WARD, SAYS HE ONLY
WANTED TO STREAMLINE PATENT
CASES—BUT HE ENDED UP REVIVING
THE EAST TEXAS ECONOMY.

passed by the House of
Representatives and now
before the Senate would,
among other things, re-
quire patent suits to be
filed where the parties
are based. The legisla-
tion is intended to dry up the patent wellspring in East Texas [see
“Waiting for the End of the World,” page 103]—though defendants
no longer seem to need the congressional bailout. And the business
owners and hotel workers? They don't care who's winning.
They just want the good times to continue to roll.

HEN 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 low-budget 1997 documentary called Hands
on a Hard Body. The movie chronicles an endurance con-
test 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 white-
haired 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
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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 it interesting,” says
Houston-based Howrey partner Floyd Nation.

Wardss 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, assum-
ing that lawyers on both sides would wrangle over the meaning of
key words in the patent. But when the hearing began, defense law-
yers acceded to each term the plaintiffs argued. Ward called a re-
cess 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 stream-
line 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 flood-
ed: from five patent cases in 2000
to 87 in 2006, according to Legal-
Metric. “I had no idea that was go-
ing 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 court-
rooms that were no longer crowd-
ed with personal injury cases were
quickly restocked with patent dis-
putes. Streamlined pretrial pro-
ceedings and short trials meant
lower costs, crucial for plaintiffs
attorneys working on contingen-
cy. By the time Ward’s rules went
districtwide in February 2005,
Marshall and its neighbors had be-
come 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 pat-
ent trolls (shell companies that
exist to litigate on behalf of pat-
ent-holding individuals or corpo-
rations). Soon after, bigger firms
in Texas and beyond—including
Howrey; Susman Godfrey; Fish &
Richardson; and Fulbright & Ja-
worski—took notice of the plain-
tiffs’ successes and also began fil-
ing in Marshall and Tyler.

The jurors who heard the plain-
tiffs’ 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 it Marshall and its neighbors were receptive to

EAST TEXAS IS WORRIED about
patent reform.

Legislation passed last summer
by the House of Representatives
may have a grave effect on patent
litigation in Marshall and Tyler. The
bill’s venue reforms would mean that
plaintiffs could no longer fiie cases in
any jurisdiction in which their patents
were allegedly infringed. A plaintiff
would instead have to sue in the dis-
trict in which it or the defendant was
based, or in a place where the pat-
ent was infringed and the defendant
had a regular place of business. If the
venue provisions make it into law, the
business and litigation boom in East
Texas would turn to bust.

Senate leaders were expected at
press time to take up their version of
the bill in February.

Reform legislation won’t immedi-
ately stop patent suits from going to
trial in East Texas. The courts have
seen a flood of filings during the pat-
ent reform debate, many from plain-
tiffs anxious to grandfather in their
suits before any new law is passed.
By U.S. district court judge T. John
Ward'’s estimate, it will be at least
three years before he resoives the
cases already on his docket.

What will happen after that isnt
clear. Pubticly, many of the East Tex-
as lawyers who have profited from
the patent boom shrug off sugges-
tions that they’d be affected by the
legislation, But make no mistake:
With patent litigation now account-

the simple, nontechnical presentations that local plaintiffs lawyers pre-
ferred. Moreover, the East Texas economy has suffered since a down-
turn 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

WAITING FOR THE END OF THE WORLD

ing for upward of 50 percent of the
business at some of these firms, local
attorneys are worried. Five firms, in-
cluding McKool Smith and Ireland,
Carroli & Kelley, retained former
Texas congressman Max Sandlin,
now a lobbyist at Fleishman-Hillard
Inc., to monitor the venue provision
of the patent reform bill. (Sandlin
did not return calls for comment.) To
date, the firms have paid Fletshman-
Hillard at least $40,000, according
to Senate records.

And it's not just the law firms
that could see their business shrink.
Before patent litigation came to
town, restaurants and shops in Mar-
shall struggled to stay afloat. “*Noth-
ing stayed open in Marshall more
than ten months,” says Michael
Smith of Siebman, Reynolds, Burg,
Phillips & Smith. Now, though, there
are two new hotels that market to
out-of-town law firms—the Fairfield
Inn & Suites comes equipped with
war rooms and secure WiFi—and
entrepreneurs have bought up empty
office space to rent to traveling IP at-
torneys. Marshall’s sales tax receipts
have risen 36 percent since 2001

Robert and Debra Sorich didn’t
know much about patent litigation
when they opened up shop in Mar-
shall three years ago. Debra, a re-
search scientist by training, moved to
town after a friend told her about a
coffee shop that was for sale. Rab-
ert, then working for United Parce!
Service, Inc., in California, joined her
soon thereafter. Sharing space with
an old department store that sells
couches and lamps, the Sorichs’ shop,
Central Perks, is thriving.

They also cater meals —frequent-
ly for fawyers. “That’s been our most
satisfying work,” says Robert Sorich.
Firms such as Howrey and Kenyon &
Kenyon have at one time or another
found themselves eating pork loin,
fish, and other munchies cooked by
Central Perks employees. ' Whenever
we see a trial group, it’s really good
for our business,” Sorich says.

Now businesses fear the good
times may be ending. When the lo-
cal chamber of commerce got word
that the House had passed the pat-
ent reform bill, it held an emergency
meeting to mobilize opposition, Con-
nie Ware, the chamber’s president,
says patent reform would devastate
Marshall’s economy. “It’s like losing
an industry,” she says. “*You've seen
those communities [thatl lose big
employers. It hurts.” Senator John
Cornyn (R-Texas) has sworn he’ll re-
move the venue clause from the Sen-
ate version of the bill, though at press
time it remained intact.

Some Texas plaintiffs attorneys
are already moving on. Stephen
Susman of Susman Godfrey, who
was quick to take up patent litiga-
tion when the Eastern District be-
came hot, has moved out of Texas
and into New York, in search of the
next big thing. *Patent work was fun
while it lasted, but I'm certainly not
putting afl my eggs in one basket,”
ne says. Meanwhile, McKool Smith
this year made its first foray out of
Texas, opening offices in New York
and Washington, D.C., in hopes of
taking on International Trade Com-
mission cases. “We're trying to get
outside of the box,” says Marshall-
based partner Sam Baxter.

Stitl, Baxter, who represented
plaintiff Acacia Technologies Group
in its loss to Microsoft Corpora-
tion last November, hopes the re-
cent trial successes of patent de-
fendants in East Texas will change
Congress’s perception of his town.
His firm, which draws half its rev-
enues from contingency and hourly
patertt work, recently invested in a
new office right next to the Marshall
courthouse. Baxter says he plans to
keep practicing there for some time
to come.

“People who say you ought to
have venue reform because there’s
a jurisdiction where you can’t win if
you're not a plaintiff, that’s not true,”
he says. “Its never been true.”” —N.R.
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East Texas judges to grant summary judgment.
“They thought trial was the American way of do-
ing 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 cus-
tom 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 dur-
ing that stretch of time, according to research by local lawyer Mi-
chael 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 Corpora-
tion 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.
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SAM BAXTER OF McKOOL SMITH IS
AN EAST TEXAS COURTHOUSE
CELEBRITY. SINCE 2001 THE FORMER
DISTRICT ATTORNEY'S DOCKET HAS
BEEN CROWDED WITH PATENT CASES.

Defense lawyers say clients began in-
structing 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 litiga-
tion in Marshall and Tyler was so daunting
that in several instances the mere threat
of an injunction filing produced licensing
agreements and cash
settlements.

HE CASE THAT BROKE
the plaintiffs” streak
was one that had at-
tracted 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 in-
fringing patents covering the plastic tags
that clothing stores use to prevent theft.

It was an odd case for Judge Ward’s
docket. Sensormatic sought $7.3 mil-
lion 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 Sensormat-
ic’s Goliath. The disparity between legal
teams bore out the comparison. IP giant
Fish & Richardson represented Sensor-
matic. Sim Israeloff of Dallas’s Cowles &
Thompson and the Waters Law Office in
Louisville were counsel for WG and EAS.
Israeloff had never tried a patent case,
and Waters was hardly a regular in Mar-
shall’s courtrooms.

For a year, defense lawyers fought to
move the case to California, where both
WG and EAS were based. But Sensor-
matic’s Fish & Richardson lawyers want-
ed 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 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 cli-
ents, ‘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 mvalidate Sensormatic’s patent. Patent defendants re-

mained leery of cases filed in Marshall.
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DANIEL LINCOLN

MONTH AFTER THE WG VERDICT, WILMER’S
Matuschak was sitting in Judge Ward’s court-
room, convinced he’d lost his client’s case. For
five days the 48-year-old partner had defended
OutlookSoft Corporation against Hyperion So-
lutions Corporation’s $150 million patent in-
fringment 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 any-
body,” 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 pre-
vious cases in the district—defenses 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 im-
posed 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 as-
sure clients that it was possible to win a trial in East Texas. “Once the

THE ROAD LESS TRAVELED

KIRKLAND & ELLIS PARTNER John Desma-
rais 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. Desmarals
had another way to win over East Texas jurors.

Hybrid sought $176 miilion 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 carefuily
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 [ 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 plaintiff, 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 pick-
ing 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.

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 pat-
ent cases filed in the district in 2007, East Texas now ranks nationally
as the busiest jurisdiction for patent litigation. Sheer volume stowed the
rocket docket, increasing plaintiffs’ costs and giving deep-pocketed de-
fendants a financial advantage at trial. (Once among the five fastest pat-
ent venues in the country, East Texas now ranks eighteenth, according to
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. Merc-
Exchange, L.L.C., in 2005 and KSR International Co. v. Teleflex, Inc.,
in 2006 helped patent defendants. The cases made it easier for defen-
dants to argue that patents were invalid because of preexisting technol-
ogy (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 court judge to ap-
ply the court’s eBay ruling when, in June 2006, he denied a request by
74 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 prec-
edent 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 appear-
ance 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 Irell’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, while McElinny 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 impor-
tant 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. (Bax-
ter also helped defuse potential bias against Chu’s Chinese
ancestry in an incident that has become legend among pat-
ent 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 lo-
cal counsel—Joe Redden, Jr., of Houston’s Beck, Redden &
Secrest—in the OutlookSoft case. He asked Redden to han-
dle voir dire, which in Texas can be argumentative, and as-
signed 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,
[1 decided) that would be a good time continued on page 127
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TAMING TEXAS continued from page 105 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, & Kelley; Parker, Bunt & Ainsworth; and Brown
McCarroll. Many were personal injury shops until Texas tort reform
limited punitive damages. That's when, as the joke goes, PI lawyers
in East Texas switched 1o 1P “A trial is a trial,” says Baxter, the unof-
ficial 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 coun-

A TURNING TIDE

Until 2007 the Eastern District of Texas provided lopsided results for plaintiffs,
with three and a half years without a defense win. Below, a tally of who won.

NUMBER OF CASES
o

: 1
t
I U LA B |

2001 2002 2003 2004 2005 2006 2007

e mifife s snfile il

'! PLAINTIFFS VERDICTS ﬁ DEFENSE VERDICTS

*Jurors originally ruled for plaintifs in Avid identification Systems, inc. v. Datamars SA (2006)
and TGP inc. v. AT&T Corporation (2007}, but the trial judges later set those verdicts aside

sel, 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 ex-
perience, 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 leamed from mock juries. Early in their preparation
for the Forgent case, Krevans, Savikas, and Carroll hired jury consul-
tant 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 {rom 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
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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 ar-
gued both that the cable companies didn't infringe the Forgent patent
and that the patent was mvalid 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 strat-
egy. 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
Barquust, and local counsel Carroll decided to abandon the infringe-
ment defense at trial. Morrison & Foerster and Jones Day would argue
only that Forgents patent was invalid—even though Judge Davis had
ruled that their 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. “When ev-
eryone 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 Per-
kins 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. Kre-
vans 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 taken—conceding 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 pat-
ent 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.

E-mail: nraymond@alm.com.
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