
 Unless specifically noted elsewhere, the court will address Nero Inc. and Nero AG collectively as “Nero.”1

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

MARSHALL DIVISION

MEDIOSTREAM, INC. §
§

vs. § CASE NO. 2:08-CV-369-CE
§

MICROSOFT CORPORATION, ET AL. §

ORDER

Pending before the court are MedioStream, Inc.’s (“MedioStream”) motion (Dkt. No. 66) to

compel Nero, Inc. and Nero AG to comply with Patent Rules 3-3 and 3-4 and MedioStream’s motion

(Dkt. No. 67) for sanctions.  The court heard oral argument on the motions on July 9, 2009.  The

court has considered the briefings and arguments of the parties, and for the reasons indicated below,

the court denies both motions.

MedioStream filed its initial complaint against Acer America Corporation, Apple Computer,

Inc., Dell, Inc., and Gateway, Inc. on August 28, 2007 (“the Acer Action”).  Mediostream accuses

the defendants in the Acer Action of infringing U.S. Patent No. 7,009,655 B2 (“the ‘655 patent”).

On September 5, 2007, MedioStream amended its complaint to include the defendant Asus

Computer International, Inc.  On November 9, 2007, MedioStream filed its Second Amended

Complaint to include the defendants Sony Electronics Inc., CyberLink, Inc., Nero Inc., and Sonic

Solutions.  MedioStream also amended its complaint to add U.S. Patent No. 7,283,172 (“the ‘172

patent”).  MedioStream filed its third amended complaint on October 20, 2008 to include the

defendants Nero AG, Sony Corporation, Sony Computer Entertainment, and Sony Computer

Entertainment America, Inc.   MedioStream filed its fourth amended complaint on January 9, 2009.1

(Acer Action, Dkt. No. 228)  Although the Acer Action was originally pending before Judge Ward,
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the parties consented to trial before the undersigned, and the case was assigned to the undersigned

on August 15, 2008.  In its fourth amended complaint, MedioStream asserts the following causes of

action against all defendants:  (1) infringement of the ‘655 patent and (2) infringement of the ‘172

patent.

On September 30, 2008, MedioStream filed its complaint against Microsoft Corporation

(“the Microsoft Action”).  MedioStream accuses Microsoft of infringing the ‘655 and ‘172 patents.

The parties to the Microsoft Action also consented to trial before the undersigned, and the case was

reassigned on January 23, 2009.  In its complaint, MedioStream asserts the following causes of

action against Microsoft:  (1) infringement of the ‘655 patent and (2) infringement of the ‘172 patent.

The court consolidated the Acer Action with the Microsoft Action on February 26, 2009.

MedioStream filed its motions to compel and for sanctions contemporaneously on May 12,

2009.  In its motion to compel, MedioStream seeks a number of forms of relief:  (1) that the court

strike Nero 5.5 from Nero’s invalidity contentions for failure to cite it with specificity; (2) that Nero

comply with P.R. 3-3 by removing all non-English material cited in its claim charts for Nero 5.5 in

Nero’s invalidity contentions where no English translation was provided at the time of service; and

finally, (3) that Nero produce all of the source code for the accused products identified in

MedioStream’s amended infringement contentions.  In its motion for sanctions, MedioStream

requests that the court order Nero Inc. to pay MedioStream’s costs and fees incurred in connection

with obtaining production of Nero’s source code, including the filing of the motion to compel and

the motion for sanctions.

“The purpose of the Local Rules is to ‘further the goal of full, timely discovery and provide

all parties with adequate notice and information with which to litigate their cases, not to create
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supposed loopholes through which parties may practice litigation by ambush.’”  Cummins-Allison

Corp. v. SBM Co., 2009 WL 763926, at *1 (E.D. Tex. Mar. 19, 2009)(quoting IXYS Corp. v.

Advanced Power Tech., Inc., 2004 WL 1368860, at *3 (N.D. Cal. June 16, 2004)).  “Local Patent

Rules are a valid exercise of the court's authority to manage its docket in accordance with the Federal

Rules of Civil Procedure.”  Finisar Corp. v. DirecTV Group, Inc., 424 F. Supp. 2d 896, 899 (E.D.

Tex. 2006)(citing Fed. R. Civ. P. 83).

“A court has the inherent power to enforce its scheduling orders and to impose sanctions.”

Id.  “Interpretation and enforcement of discovery provisions of the Local Patent Rules, [however,]

should not conflict with, and should harmonize with, the discovery provisions of the Federal Rules

of Civil Procedure.”  Id.  “Accordingly, in deciding whether the late filed prior art references should

be excluded, or alternatively, whether the deadlines of scheduling order should be extended, the

court considers [the following factors]:  (1) [t]he danger of unfair prejudice to the non-movant; (2)

[t]he length of the delay and its potential impact on judicial proceedings; (3) [t]he reason for the

delay, including whether it was within the reasonable control of the movant; (4) [t]he importance of

the particular evidence, and if vital to the case, whether a lesser sanction would adequately address

the other factors to be considered and also deter future violations of the court's scheduling orders,

local rules, and the federal rules of procedure; and (5) [w]hether the offending party was diligent in

seeking an extension of time, or in supplementing discovery, after an alleged need to disclose new

evidence became apparent.”  Id. at 899-900.

By the briefings and arguments of the parties, it is evident that much of the relief

Mediostream seeks has already been provided.  It also appears that the parties have failed to meet

and confer effectively, both before and during the pendency of motions practice, under the local rules
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of this court.  At base, Mediostream has not met its burden of showing prejudice to the extent that

the prior art (Nero 5.5), an allegedly invalidating piece of prior art, should be stricken.  Furthermore,

any ruling striking Nero 5.5 as prior art on Nero’s invalidity contentions would not preclude any

other party from including Nero 5.5 on its invalidity contentions.  Finally, the timing of the claim

construction hearing, almost a year away on August 4, 2010, strongly weighs against striking Nero

5.5.  To the extent that Nero has not done so already, however, Nero shall immediately provide a

means for inspection of the source code for the accused products pursuant to the protective order,

issued June 25, 2009. 

Finally, to sanction a party, the court must make a specific finding that the sanction is in

response to (1) “the willful disobedience of a court order” or (2) actions taken “in bad faith,

vexatiously, wantonly, or for oppressive reasons.”  Chambers v. NASCO, Inc., 501 U.S. 32, 45-46

(1991); see Dawson v. United States, 68 F.3d 886, 895 (5th Cir. 1995).  “[A] party ‘shows bad faith

by delaying or disrupting the litigation or by hampering enforcement of a court order.’”  Chambers,

501 U.S. at 46 (quoting Hutto v. Finney, 437 U.S. 678, 689, n.14 (1978)).  Sanctions pursuant to a

court's inherent authority serve the “dual purpose of ‘vindicat[ing] judicial authority without resort

to the more drastic sanctions available for contempt of court and mak[ing] the prevailing party whole

for expenses caused by his opponent’s obstinacy.’”  Id.  The court is not persuaded that Nero’s

conduct in discovery up to this point has risen to the level necessitating sanctions.
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