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PAT E N T S

In this fifth installment in a series of Bloomberg BNA Insights by attorneys at Ropes &

Gray LLP addressing PTAB-related subjects, the authors argue that an alleged infringer has

a good chance of getting a stay of district court litigation by filing a petition for CBM review

as soon as possible.

Versata Software, Inc. v. Callidus Software, Inc.:
Move Quickly to File CBM and Stay District Court Litigation

BY JAMES R. MYERS & DIANA SANTOS

O n Nov. 20, 2014, the Federal Circuit reversed and
remanded the District of Delaware’s decision to
deny a stay of litigation pending covered business

method (CBM) review of a subset of the claims at issue

in the litigation.1 The Federal Circuit’s analysis and its
specific instructions to stay the litigation provide sig-
nificant insight concerning the interpretation of Section
18(b) of the America Invents Act (AIA). An entity de-
fending against infringement allegations should con-
sider the appeals court’s Versata v. Callidus decision to
determine how to present the facts of its case to in-
crease the likelihood of obtaining a stay and avoiding
ongoing litigation in two forums.

Unlike other post-grant review proceedings, CBM
challenges can yield a stay in district court litigations
via AIA Section 18(b)2 upon the court’s consideration of
four factors:

(A) whether a stay, or the denial thereof, will sim-
plify the issues in question and streamline the
trial;

(B) whether discovery is complete and whether a
trial date has been set;

(C) whether a stay, or the denial thereof, would un-
duly prejudice the nonmoving party or present a
clear tactical advantage for the moving party;
and

1 Versata Software, Inc. v. Callidus Software, Inc., No.
2014-1468, 2014 BL 327857 (Fed. Cir. Nov. 20, 2014) (89 PTCJ
163, 11/21/14).

2 Leahy-Smith America Invents Act § 18(b)(1) (Pub. L. 112-
29, 125 Stat. 284 (2011)).
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(D) whether a stay, or the denial thereof, will reduce
the burden of litigation on the parties and on the
court.

The litigation in this case concerned three patents re-
garding ‘‘the management and tracking of sales infor-
mation by a financial services company.’’ After filing a
set of CBM petitions challenging every claim of one pat-
ent and every independent claim and various dependent
claims of the other two patents under 35 U.S.C. § 101,
Callidus Software Inc. sought a stay of the district court
proceedings.

Following the Patent Trial and Appeal Board’s
(PTAB) decision to institute review of the first set of
CBM petitions and Callidus’s filing of a second set of
CBM petitions challenging all of the remaining claims
of the other two patents, the district court granted the
stay as to the patent with every claim challenged, but
denied the stay with regards to the other two patents.
Callidus sought interlocutory appeal of the court’s par-
tial denial of the stay, and while the appeal was pend-
ing, the PTAB instituted review on the remainder of the
claims in the other two patents for which Callidus had
sought review via the second set of petitions.

The Federal Circuit reviewed the district court’s
evaluation of each of the factors of Section 18(b) de
novo and found that the district court clearly erred in its
analysis of each as follows:

(A) Simplification of the issues: The court found the
facts made this factor weigh in favor of a stay because
‘‘[s]tays can be warranted even when a CBM proceed-
ing does not address all asserted patents, claims, or in-
validity defenses.’’ Thus, although other invalidity is-
sues not addressed by the CBM reviews could remain,
the court held that the district court erred by ‘‘creat[ing]
a categorical rule that if any asserted claims are not also
challenged in the CBM proceeding, this factor disfavors
a stay.’’ The appropriate analysis of this factor consid-
ers the issues that ‘‘would be resolved by CBM review
versus what would remain.’’ Interestingly, the court
took judicial notice that CBM review had been insti-
tuted in the second round of petitions, and used this fact
to support its finding that there was little doubt that the
CBM reviews of every claim of each of the asserted pat-
ents would simplify the issues before the district court.

(B) Status of the litigation: The Federal Circuit reiter-
ated its decision in VirtualAgility v. Salesforce.com,3

which held that this second factor should be considered
in light of the status of the litigation at the time when
the motion was filed. Nonetheless, regardless of
whether the temporal consideration is the time of filing
of the motion or when the PTAB granted CBM review,
the court held that factor strongly favored a stay be-

cause fact discovery was ongoing, no fact witnesses had
been deposed, expert discovery had not taken place and
the parties had not even exchanged proposed terms for
claim construction proceedings.

(C) Undue prejudice or tactical advantage: With regards
to this factor, the appeals court found that the district
court failed to make a factual finding as to whether Ver-
sata Software Inc. would suffer undue prejudice due to
a stay. The district court had concluded that Callidus
would have a strategic benefit in a stay because it would
be able to pursue infringement counterclaims at issue
while Versata’s infringement claims were stayed. How-
ever, the Federal Circuit’s analysis of the facts showed
that in fact Callidus would gain no advantage by the
stay because it sought a stay of the entire case.

(D) Reduced burden of litigation: Lastly, concerning the
fourth factor, the court held that the district court
clearly erred in finding that this factor weighed against
a stay because it ‘‘evaluat[ed] the burden-of-litigation
factor exclusively through [a] backward-looking lens.’’
In other words, the test for this factor should be focused
‘‘prospectively on the impact of the stay on the litiga-
tion, not on the past actions of the parties’’ and whether
the stay will reduce the burden of the litigation in the
future. Also, the court noted that the first factor often
weighs the same way as the fourth factor, and that be-
cause the CBM proceedings addressed all asserted
claims, the stay would allow the district court and the
parties to conserve resources that would otherwise be
spent on claim constructions and defenses, if Callidus
succeeded.

Collectively, the court found that factors strongly fa-
vored the stay of the remainder of the litigation (i.e.,
with regards to the two other patents).

This case highlights a point that has been under-
scored by various litigators: the timing for filing a mo-
tion to stay is very critical and potentially determines
the outcome. First, the Federal Circuit’s decision will
likely help tip the scale in favor of CBM petitioners be-
cause it expressly states that stays can be issued even
when the CBM proceedings do not resolve all of the
other issues before the district court, including those
concerning other patents or invalidity defenses. And
two of the three remaining factors can be more success-
fully addressed the earlier a CBM petition and motion
to stay are filed. With such filings early in district court
litigation the second and fourth factors will more likely
favor a stay because the litigation will be in a nascent
stage and the ‘‘prospective’’ impact will inevitably be
greater.

To maximize the chances of proceeding first before
the PTAB while district court litigation is stayed, filing
an appropriate CBM petition quickly is highly recom-
mended.3 VirtualAgility Inc. v. Salesforce.com, Inc., 759 F.3d 1307,

111 U.S.P.Q.2d 1763 (Fed. Cir. 2014) (88 PTCJ 750, 7/18/14)
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