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On the right track
The US District Court of Texas is focusing on damages in a new track for patent cases.   

Siebman, Burg, Phillips & Smith’s Michael C Smith explores

For the first time, a US district court has entered a case 
management order that responds to the ongoing concerns 
about the cost of patent litigation. The new ‘Track B’ order adopted 
by the US District Court for the Eastern District of Texas on 25 February 
2014, includes several patent litigation provisions that reflect current 
proposals under consideration by US lawmakers.

In addition to providing a potentially faster, less expensive means 
of resolving patent claims, the new rules provide the latest example 
that the US court system – and not the US Congress – is best suited to 
reform the way patent litigation is handled in the nation’s courtrooms.

Eastern District Chief Judge Leonard Davis says the new rules 
are “designed to get more case specific information to the parties 
earlier and less expensively so that each side, and the court, will be 
more knowledgeable about the case at the time of the initial case 
management conference. Hopefully this will lead to the entry of a 
more focused and cost effective case management order, thus avoiding 
treating all patent cases the same, and lead to earlier resolution at less 
cost to the parties and court.”

‘Track A’ history
Lawsuits asserting infringement of a US patent can be filed in any of the 
country’s 94 district courts. In practice, however, patent holders tend 
to file a disproportionate number of claims in a few select jurisdictions 
where courts have demonstrated expertise in patent cases.

Currently, the most popular US venue for patent infringement 
litigation is the Eastern District of Texas, which has been at or near the 
top of the nation’s busiest patent jurisdictions since 2007. This dynamic 

is based in part largely on the local rules adopted by the district’s judges 
to provide a streamlined process for the management and scheduling 
of patent cases. These ‘Track A’ rules have provided a predictable path 
for patent claims in the Eastern District, which is home to judges with 
considerable expertise in patent cases.

‘Track A’ has been remarkably immune to major change since being 
adopted by some of the individual Eastern District judges beginning in 
2000. These rules require early disclosure of infringement and invalidity 
contentions, followed by deadlines for the claim construction phase. 
Although there have been some exceptions in recent years, the vast 
majority of the hundreds of patent infringement cases heard in the 
Eastern District each year have closely followed the ‘Track A’ structure, 
content and timing.

The new ‘Track B’
The new ‘Track B’ procedures go into effect in one of two ways. First, 
the parties can file a joint notice electing to proceed under ‘Track B’, 
or the court can order that the case will proceed under the new rules. 
Notices of election are to be filed on or before the date by which all 
defendants have filed either an answer to a complaint or a 12(b) motion 
(defences or objections). If additional parties are added or consolidated 
into the case after the filing of a ‘Track B’ election, then the new parties 
can object to the election prior to appearing in the case, and the court 
will rule on the objection.

‘Track B’ departs from the existing patent local rules by adding 
damages information to the categories of information to be disclosed 
automatically, early in the case.
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Within 14 days of receiving a defendant’s answer or motion to 
dismiss, ‘Track B’ plaintiffs are required to serve their infringement 
contentions and accompanying production in compliance with patent 
rules 3-1 and 3-2. While these are familiar disclosures under the local 
patent rules, this timing is substantially faster than current practice. 
However, the major departure is that this disclosure also must include 
“all licences or settlement agreements concerning the patents in suit 
and any related patent”.

Within 30 days of the ‘Track B’ plaintiff serving its infringement 
contentions and licensing information, all parties must serve initial case-
related disclosures. Again, while this disclosure is similarly familiar to 
existing practice, ‘Track B’ defendants also must produce “summary 
sales information” reflecting the quantity of accused products sold in 
the US and the revenue from those sales.

Importantly, for purposes of this disclosure, the term “accused 
products” includes all products identified in the infringement 
contentions as well as all “reasonably similar” products. While 
the scope of discovery in the Eastern District traditionally has included 
such products, the ‘Track B’ order provides a definition of “reasonably 
similar” as “other products that a party should reasonably expect to be 
accused of infringement of the asserted claims after a full opportunity 
for discovery”, including requiring this production on an expedited basis.

Good-faith damages estimate
Two weeks after disclosure of the summary sales information – only 58 
days after the defendant has first appeared in the case – a party claiming 
infringement must file a good-faith estimate of its expected damages, 
“including a summary description of the method used to arrive at that 
estimate”. The court notes that this estimate is non-binding and will not 
serve to limit recoverable damages.

However, with respect to both the estimate of damages and the 
disclosure of summary sales information, the order notes that the court 
is aware that such disclosures depend on the exercise of judgment at 
such an early stage, while warning that appropriate sanctions will be 
imposed if case development reveals that a party’s related disclosures 
(1) lacked a good-faith basis, (2) were unreasonably sparse, or (3) were 
intentionally misleading.

After completing the damages disclosures, parties are required to file 
a notice of readiness for management conference and continue making 
the required patent rules disclosures, including invalidity contentions 
and disclosures of the claim terms to be construed by the court, along 
with the proposed constructions. Unlike the ‘Track A’ practice, however, 
discovery is limited during this initial phase of ‘Track B’ to include only 
five interrogatories, requests for production, and requests for admission 
per side in the absence of any request for leave or other stipulation.

Once the court sets a management conference, the parties are 
required to jointly file a discovery plan that is required to address a 
number of issues, including any “clearly dispositive issues that warrant 
special scheduling”, as well as whether an expedited trial, a trial on 
limited issues, or any other issues are appropriate to be discussed.

In language that represents a nod to pending proposals to limit 
discovery depending on the size of the case, the order states that “in 
particular, the court is interested in scheduling and discovery limits 
that are fair and adequate, but that also bear an appropriate 
relationship to the likely value of the case.” (Emphasis added.)

‘Track B’ in practice
Although the new track is contained in a general order, it is not 
applicable in a particular case until the presiding judge incorporates the 
‘Track B’ provisions. That means individual Eastern District judges likely 
will apply the new track’s provisions differently.

The Eastern District is divided into six divisions, but most patent 

infringement cases are filed in either the Marshall or Tyler divisions. 
Courthouse renovations in the Marshall division have caused an 
initial delay for ‘Track B’ status conferences, but several ‘Track B’ cases 
already are progressing in the Tyler division under the new damages 
disclosures provisions. Many local attorneys believe that the damages 
disclosure provisions may well become standard in the docket control 
orders for patent cases filed in the Tyler division. It is not yet known 
whether the Marshall division will do the same or limit application of the 
disclosures to cases in which the parties consent or cases with certain 
key characteristics such as a large number of smaller defendants.

As with any rule change, there is immediate interest in determining 
whether the new track will favour one side or the other. “We tried 
to seek an equal balance between both sides of the docket,” Chief 
Judge Davis says. “We will see how it works and make modifications 
as needed.”

‘Track B’ certainly imposes new burdens on both sides. While the 
district’s judges frequently have admonished plaintiffs to be diligent in 
preparing their cases prior to filing, the new track will expedite the timeline 
for when plaintiffs must provide related information. Defendants may 
see a more significant change based on the requirement that summary 
sales information be disclosed very early in the proceedings, including 
sales numbers for non-accused products. Plaintiffs also will be under a 
tight timeline to provide preliminary damage assessments based on that 
sales information, which will result in plaintiffs having to make major 
case strategy decisions early on.

The corresponding benefits in terms of shared information and 
cost savings are potentially enormous. Based on the required expedited 
damages information under ‘Track B’, parties will have the opportunity 
to examine essentially the same damages information that’s required 
in other cases, where related expert reports aren’t due until 18 months 
after filing.

Comment
Under the Eastern District’s new ‘Track B’ rules, defendants will know at 
an early stage the amount of potential damages without having to face 
the expense and time of wading through discovery, claims construction 
briefings and expert reports. ‘Track B’ also is expected to result in 
substantial cost savings in terms of prosecuting and defending patent 
claims, since cases with minimal damages can be identified early on.

This structure will make it significantly more difficult for patent 
plaintiffs to rely on the specter of defence costs as a major consideration 
in negotiating a settlement. This is particularly true under ‘Track B’, 
since the most substantial defence expenses are deferred until after 
the plaintiff has been required to identify requested damages, and the 
defendant has had an opportunity to persuade the court to address any 
potentially dispositive infringement, invalidity or damages issues before 
permitting full discovery.

Although the new provisions place substantial additional burdens 
on both sides early on, they are expected to significantly promote early 
resolutions, while helping ensure that each case is resolved based on 
the merits rather than the financial burden of defending a claim.
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