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Baker Hughes Incorporated (“BHI”), Baker Petrolite Corporation, and Baker

Petrolite LLC (collectively, “Baker Hughes”) respectfully file this response in opposition

to Lubrizol Specialty Products, Inc.’s (“LSPI’s”) motion to dismiss antitrust

counterclaims and alternatively to strike damages claims (Dkt. No. 70).

I. NATURE AND STAGE OF PROCEEDING

This is a patent infringement case, in which the defendant, Baker Hughes, has filed

counterclaims for declaratory judgment of invalidity, non-infringement, unenforceability

due to inequitable conduct, and antitrust violations under Section 2 of the Sherman Act

based at least in part on LSPI’s inequitable conduct and attempted enforcement of invalid

patents. The case was originally filed on October 5, 2015. This case is currently in the

claim construction briefing stage and the claim construction hearing is set to be held on

November 18, 2016. The discovery deadline is set for May 31, 2017.

II. ISSUES PRESENTED

1. Whether Baker Hughes timely pled its antitrust counterclaims, where the

counterclaims were asserted prior to the court-ordered deadline for all parties

to file amended pleadings.

2. If Baker Hughes did not timely plead its antitrust counterclaims, whether the

Court should sanction Baker Hughes by dismissing these counterclaims.

3. Whether Baker Hughes should be sanctioned for not disclosing a computation

of antitrust damages prior to the court-ordered deadline for amendment of

pleadings when the antitrust counterclaims were first raised.

Regarding all three issues presented, under Fed. R. Civ. P. 16, a trial court has

broad discretion to set and preserve the integrity and purpose of a pretrial order.

Geiserman v. MacDonald, 893 F.2d 787, 790 (5th Cir. 1990). A trial court’s decision to
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impose sanctions, including whether to exclude evidence, as a means of enforcing a

pretrial order is reviewed for abuse of discretion. See Davis v. Duplantis, 448 F.2d 918,

921 (5th Cir. 1971); Fed. R. Civ. P. 16(f).

III. SUMMARY OF ARGUMENT

There is no dispute that Baker Hughes filed its pleadings setting forth inequitable

conduct allegations by the deadline to do so. There is also no dispute that Baker Hughes

filed its pleadings setting forth antitrust counterclaims on the deadline for parties to file

supplemental pleadings without leave of court. Finally, there is no dispute that on the date

for the disclosure of damages calculations under Rule 26 in this case, Baker Hughes had

no pending claims for which a damages calculation would be due.

Nevertheless, LSPI seeks to impose what can only be said to be the most severe

type of sanction—dismissal of Baker Hughes’ antitrust counterclaims—because Baker

Hughes did not file its antitrust counterclaims by the deadline to plead inequitable

conduct allegations. LSPI provides no case law support for its position, and points to no

prejudice that it has suffered or will suffer in light of the facts of this case. Nor can it, as

Baker Hughes has complied with the Court’s scheduling order in all respects, and there is

no basis to support the sanctions LSPI is seeking—dismissal of Baker Hughes’ antitrust

counterclaims and exclusion of Baker Hughes’ antitrust damages evidence.

IV. BACKGROUND

LSPI filed a patent infringement case against BHI on October 5, 2015, asserting

four patents. (Dkt. No. 1.) BHI timely answered the complaint on October 28, 2015. (Dkt.

No. 17.) On April 26, LSPI filed an amended complaint for patent infringement, adding
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Baker Petrolite Corporation and Baker Petrolite LLC as co-defendants. (Dkt. No. 40.)

Baker Hughes timely answered the amended complaint on May 10 and May 18, 2016,

and pled counterclaims for invalidity, non-infringement, and unenforceability due to

inequitable conduct. (Dkt. No. 44, 45.) Baker Hughes pled its inequitable conduct

counterclaims prior to the deadline by which a party could add inequitable conduct

counterclaims without leave of court—June 8, 2016. (Dkt. No. 36.)

On July 25, 2016, the parties were required by the Scheduling Order (Dkt. No. 36)

to provide a complete disclosure of any category of damages claims, pursuant to section

2(a)(iii) of the Court’s Order for Scheduling Conference (Dkt. No. 20).

On August 10, 2016, prior to the deadline for all parties to file amended pleadings

as set in the Scheduling Order (Dkt. No. 36), Baker Hughes filed its amended

counterclaims (Dkt. No. 59, 60). These amended counterclaims added claims against

LSPI for monopolization and attempted monopolization in violation of Section 2 of the

Sherman Act. (Dkt. No. 59, 60.)

Two days later, on August 12, 2016, LSPI contacted Baker Hughes to request that

Baker Hughes agree to stay the antitrust counterclaims. See Ex. A. On August 15, LSPI

followed-up on that request, and stated that it believed Baker Hughes’ antitrust

counterclaims were untimely under the Scheduling Order and, if Baker Hughes did not

agree to stay the antitrust counterclaims, LSPI would seek to have the Court dismiss the

counterclaims and strike Baker Hughes’ antitrust damages claim. Ex. A. The parties

agreed to extend the deadline for LSPI to answer amended counterclaims so that Baker

Hughes to consider LSPI’s request. Ex. B; Dkt. No. 63.
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LSPI previously tried to stay antitrust counterclaims related to the patents-in-suit,

when they were filed by Flowchem LLC in the related case Lubrizol Specialty Products,

Inc. v. Flowchem LLC, Case No. 4:15-cv-2917 (S.D. Tex) (“Flowchem”). LSPI had sued

Baker Hughes and Flowchem on the same day, asserting the same patents, and tried to

consolidate the two cases. (Dkt. No. 26.) The Court denied the motion to consolidate, but

set the two cases on coordinated schedules. On April 20, 2016, Flowchem filed

counterclaims against LSPI, including antitrust claims. (Flowchem Dkt. No. 65.) LSPI

quickly moved to bifurcate and stay Flowchem’s antitrust claims. (Flowchem Dkt. No.

77.) This Court considered and denied LSPI’s motion to bifurcate and stay, allowing

antitrust discovery to proceed. (Flowchem Dkt. No. 83.) The Flowchem case

subsequently settled and was dismissed. (Flowchem Dkt. No. 88.)

In this case, after considering LSPI’s “offer” to bifurcate and stay Baker Hughes’

antitrust counterclaims, Baker Hughes decided that the most efficient course of action,

like in the Flowchem case, would be to proceed with the antitrust counterclaims.

Following Baker Hughes’ decision, LSPI answered the amended counterclaims (Dkt. No.

71, 72) and filed its motion for sanctions (Dkt. No. 70).

V. ARGUMENT

There should be no mistake that, while styled as a “motion to dismiss” and an

alternative “motion to strike,” LSPI’s motion is really a simple motion for sanctions

pursuant to Fed. R. Civ. P. 16(f) against Baker Hughes. (Dkt. No. 70 at 3)
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A. Baker Hughes Complied with the Scheduling Order Regarding Pleadings

LSPI admits that Baker Hughes properly and timely filed its counterclaims

asserting inequitable conduct prior to June 8, 2016, in compliance with the Court’s

Scheduling Order. Dkt. No. 70 at 1 (“On May 10, 2016 and May 18, 2016 (prior to the

deadline for adding inequitable conduct allegations) Baker filed … counterclaims for

unenforceability of the patents-in-suit due to inequitable conduct …”). LSPI’s only

complaint is that Baker Hughes did not file its antitrust counterclaims until August 10,

2016, the deadline for all parties to file amended pleadings. Id. at 8.

LSPI’s argument for dismissal is based on the presumption that antitrust and

inequitable conduct claims are one and the same. They are not. Just several months ago,

in Flowchem, LSPI argued that antitrust and inequitable claims were so different that

antitrust claims should be bifurcated and stayed. Flowchem Dkt. No. 65. at 12. LSPI

argued that, because the antitrust counterclaims in Flowchem were so different from the

inequitable conduct claims and would require such much additional discovery,

proceeding on the antitrust counterclaims would be unnecessarily costly and burdensome.

See Flowchem Dkt. No. 65. at 9–13.

Having tried once in Flowchem and failed to stay antitrust counterclaims, LSPI

executes a complete reversal in this case. Instead of being consistent with its argument in

Flowchem, that antitrust and inequitable conduct were so different that antitrust and

inequitable conduct claims should be bifurcated and stayed, LSPI argues here that Baker

Hughes’ antitrust counterclaims are so similar to its inequitable conduct claims that the

antitrust counterclaims are de facto inequitable conduct allegations that were required to

Case 4:15-cv-02915   Document 83   Filed in TXSD on 09/30/16   Page 8 of 17



Baker Hughes’ Response
to LSPI’s Motion to Dismiss 6

have been pled by the Scheduling Order deadline to add inequitable conduct allegations

to the case. LSPI’s flip-flopping should be recognized for the gamesmanship it is, and its

motion should be denied in all respects.

Further, putting LSPI’s remarkable reversal aside, its position is nonsensical. The

Scheduling Order is clear on its face, and has two distinct deadlines for amending

pleadings:

6/8/2016 Add any inequitable conduct allegations to pleadings.

Before this date, it is not necessary to file a motion for leave

to add inequitable conduct allegations to pleadings.

Thereafter, it is necessary to obtain leave of court to add

inequitable conduct allegations to pleadings.

8/10/2016 Deadline for all parties to file amended pleadings (pre-

claim construction). It is not necessary to file a Motion for

Leave to Amend before the deadline to amend pleadings. (It

will be necessary to file a Motion for Leave to Amend after

this deadline.)

(Dkt. No. 36.) For LSPI’s argument to be viable, this Court would have to find that the

Scheduling Order means something different than it actually states clearly on its face, and

that these two deadlines are one and the same so long as certain common facts are at

issue.

There is no dispute that Baker Hughes added its inequitable conduct allegations to

its pleadings prior to the June 8, 2016 deadline for doing so. And there is no dispute that

Baker Hughes plead its antitrust counterclaims prior to the August 10, 2016 deadline for

otherwise amending pleadings. LSPI’s machinations notwithstanding, it is difficult to

imagine a more straightforward issue, and LSPI’s motion for sanctions against Baker
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Hughes should be denied in its entirety in light of the simple fact that Baker Hughes’

antitrust counterclaims were timely filed and should remain in this case.

B. Baker Hughes Has Not Violated the Scheduling Order Regarding
Damages Computations

The Scheduling Order provides for a date of disclosure of “a complete

computation of any category of damages claim[ed] by any party to the action.” (Dkt. No.

36.) That date was July 25, 2016. Baker Hughes did not have claims for any category of

damages against LSPI on July 25, 2016—Baker Hughes’ counterclaims that give rise to

damages were filed on August 10, 2016, in compliance with the Court’s Scheduling

Order. Because it had no damages claims as of the deadline, Baker Hughes could not

have provided a computation by the July 25, 2016 date.

Acknowledging that Baker Hughes currently has a claim for damages, and that

LSPI is entitled to receive “a complete computation of any category of damages

claim[ed] by any party to the action,” Baker Hughes is willing to provide LSPI the

required damages disclosure to LSPI, and that it would do so in a much shorter time

period that LSPI was permitted under the Scheduling Order.1 However, LSPI filed the

present motion for sanctions, and this motion needs to be resolved before damages

discovery can be undertaken and Baker Hughes can provide its damage calculations.

Despite the foregoing, Baker Hughes stands ready to provide its damages calculation

within two weeks following the Court’s denial of LSPI’s motion for sanctions.

1 LSPI had 9 months and 20 days from the filing of the lawsuit until the date it was required to provide its
calculation of damages during which time it was able to conduct discovery on the issue of its damages.
Only 1 month and 20 days has elapsed since Baker Hughes filed its antitrust counterclaims and, as
indicated here, Baker Hughes is willing to provide its damages calculations within two weeks of the
Court’s denial of LSPI’s motion to dismiss.
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C. LSPI Has Offered No Meaningful Basis of Prejudice

LSPI has not provided any evidence of prejudice to support its motion for

sanctions. In fact, LSPI has not even raised a good faith argument of prejudice. LSPI’s

single allegation of prejudice—that it would have to re-take a single third-party

deposition—has no merit and is even misleading. (Dkt. No. 70 at 10–11.) LSPI stated:

LSPI also will suffer prejudice because of the tardy nature of the late-filed

Antitrust Counterclaims. For example, LSPI already took the deposition of

Lack Ann Rosson, a former Baker employee who was involved in

marketing Baker’s competing heavy crude DRA product, before Baker

asserted its Antitrust Counterclaims. LSPI will likely need to re-depose this

witness. LSPI should not have to bear the burden and expense of preparing

for, traveling to, and taking the deposition again of this witness.

Id. The third-party witness, Lacy Ann Rosson, was noticed for deposition (pursuant to

agreement) on November 16, 2016, and deposed on December 11, 2015—six months

prior to the deadline to assert inequitable conduct allegations. No matter what pleading

deadline was relied upon for asserting Baker Hughes antitrust claims, LSPI took this third

party deposition long before that deadline. LSPI cannot now claim prejudice; nor can it

seek to depose this third-party witness again.

Even LSPI’s vague and general suggestions that there may be other prejudice fall

flat. LSPI alleges that it will be prejudiced by needing to seek new categories of

documents from Baker Hughes to address the antitrust claims. Id. at 11. However,

because LSPI’s basis for seeking sanctions is that the antitrust claims are really

inequitable conduct allegations and should have been pled by the inequitable conduct

pleading deadline, LSPI cannot have been prejudiced because it already knew of Baker
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Hughes inequitable conduct claims by that earlier deadline. To the extent there are new

issues raised in the antitrust claims to which LSPI needs further discovery, Baker Hughes

met its obligations under the Scheduling Order to raise these new claims by August 10,

2016. There simply cannot be any prejudice.

Regarding the damages disclosure LSPI seeks for the antitrust claims, Baker

Hughes has already stated that it will provide the necessary disclosure within two weeks

of the Court’s denial of LSPI’s motion for sanctions. LSPI’s expert report rebutting any

expert report on damages provided by Baker Hughes is not currently due until April 5,

2017. LSPI can make no credible claim of prejudice regarding expert or any other

discovery.

D. LSPI Has Provided No Authority to Support Its Request

Not surprisingly, none of the cases relied upon by LSPI actually support the

request for sanctions it is seeking. Regarding the sanction of dismissal of Baker Hughes’

antitrust counterclaims, LSPI relies on three cases. In S&W Enterprises, L.L.C. v.

SouthTrust Bank of Alabama, NA, the district court dismissed an amended complaint that

was made to conform the pleadings to a change in case law, where the precedent-

changing Texas Supreme Court case was decided six months prior to the motion for leave

to amend pleading, and three months after the deadline to amend. 315 F.3d 533, 535 (5th

Cir. 2003). The plaintiff in that case not only missed the deadline to amend pleadings, but

failed to provide a meaningful justification. Id. at 536.

In Rowell v. Metropolitan Life Ins. Co., this Court denied a defendant’s motion for

leave to amend its pleading one and one-half months after the scheduling order deadline
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and “close to the end of the agreed discovery period.” No. 10-0164, 2010 WL 2787695 at

*1 (S.D. Tex. Jul. 14, 2010). Here, not only did Baker Hughes file its antitrust claims by

the deadline for amending pleadings as set forth in the Scheduling Order, but also the

close of discovery does not occur until May 31, 2017.

In MGM Well Services, Inc. v. Mega Lift Systems, LLC, this Court denied a

defendant’s motion to amend pleadings to add affirmative defenses and counterclaims not

related to invalidity where the defendant’s motion seeking leave was filed approximately

seven months after the scheduling order deadline. No. 05-1634, 2006 WL 1852322 at *2

(S.D. Tex. Jun. 20, 2006). However, this Court also permitted the defendant to file

amended pleadings asserting new claims related to validity, where defendant had

attempted to file its new validity-related counterclaims on the appropriate deadline but

did not seek leave for until two months later. Id. Again, here, Baker Hughes met the

deadline in the Scheduling Order, and LSPI has provided no adequate basis to dismiss

those claims.

The cases LSPI cited to support its sanctions excluding Baker Hughes’ damages

claims fare no better. Each of the large number cases LSPI cites (without parenthetical

explanation) is far off-point and not applicable to the facts of this case. For example: CQ

Inc. v TXU Mining Co., L.P., 565 F.3d 268, 279–80 (5th Cir. 2009) (affirming trial court

excluding from trial damages evidence for which no Rule 26 disclosure was provided

prior to trial); Design Strategy Inc. v. Davis, 469 F.3d 284, 296–97 (2d Cir. 2006)

(affirming trial court excluding from trial evidence of lost profits damages where lost

profits category of damages was never listed on Rule 26 disclosures or expert discovery);
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American Realty Trust, Inc. v. Matisse Partners, L.L.C., No. 00-1801, 2002 WL

1489543, at *6 (N.D. Tex. Jul. 10, 2002) (court denying motion for leave to supplement

damages disclosures and pleadings following pre-trial conference held six months after

close of discovery). None of the situations or circumstances of these cases are present in

this action and none of them address the situation where the all deadlines in the

Scheduling Order were met.

LSPI’s reliance on Jackson v. United Artists Theatre Circuit, Inc., is particularly

notable. In that case, the district court declined to exclude evidence of damages or

dismiss the underlying claim where plaintiff disclosed its Rule 26 damages computation

for the first time after the close of discovery, during the summary judgment phase of the

case. 278 F.R.D. 586, 595 (D. Nev. 2011). In fact, in that case (relied upon by LSPI), the

court additionally stated “[c]ourts are more likely to exclude damages evidence when a

party first discloses its computation of damages shortly before trial or substantially after

discovery has closed.” Id. Thus, this case not only fails to support LSPI’s claim for

sanctions, it actually supports Baker Hughes’ position that it should not be sanctioned.

E. Baker Hughes’ Conduct Is Fully Compliant and Does Not Justify
Sanctions

There is no dispute that Baker Hughes timely amended its pleading to assert

inequitable conduct allegations. There is no dispute that Baker Hughes amended its

pleading to add antitrust counterclaims by the deadline to amend pleadings without leave.

And there is no dispute that on the deadline to provide damages calculations pursuant to

Rule 26, Baker Hughes was not asserting any claims for which a damages computation
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would be required. Given these undisputed facts, there can be no question that Baker

Hughes acted properly and should not be sanctioned by dismissal of its antitrust

counterclaims and striking its antitrust damages claims.

LSPI’s only complaint is that Baker Hughes should have amended its pleading to

add antitrust counterclaims by the deadline to add inequitable conduct allegations. Such a

requirement is not only contrary to the plain meaning of the Scheduling Order, but makes

no sense.

Even if, somehow, Baker Hughes did not comply with the Scheduling Order,

under these facts, LSPI has not shown that it has been prejudiced or that it could be

prejudiced. LSPI has pointed to nothing that would justify the imposition on Baker

Hughes of the severe sanction of dismissing its antitrust counterclaims or excluding its

antitrust damages claims. Accordingly, LSPI’s motion should be denied in its entirety.

VI. CONCLUSION

For the foregoing reasons, Baker Hughes respectfully requests that this Court deny

Lubrizol’s motion in its entirety. In the event that the Court does not deny LSPI’s motion

in its entirety, Baker Hughes respectfully requests additional briefing on whether Baker

Hughes should be granted leave to amend its pleadings to add the antitrust counterclaims

and to provide a computation of antitrust damages pursuant to Rule 26.
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