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MEMORANDUM QPINION AND QRDER

Plaintiff, Neuwtral Tandern, Inc. (“N'T™), brousht suit against Defendants,

Peerless Network, LLC; Peerless Network of linois, LLC; and John Barnicle (collectively,

“Peerless™), alleging infringement of N'T's LLS. Patent No, 7,123,708 (“the ‘708 Patent™). The

Court held hearings on claims construction and NT's moetion for 4 preliminary injunction on

Noveamber 19, 2009 and on November 30 througl December 1, 2009, respectively, On

February 8, 2010, the Court issued a Memorandum Opinmion and Order construing the claims of

the “708 Patent. The Court now rules on NT s motion for a preliminary injunction as follows,
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The Court has constdered the evidenee, in(‘;[uding%lhc written declarations and testimony
of the witnesses (including expert witnesses) and exhibits, and has further considened the
proposed indings of facts and conclusions of lew, the written arguments submitted by counsel
for the partics and the authonty cited therein. The Court weighed the testimony of each witness
and determined whether the testimony was truthful and aceurate (in past, in whole, or not at alf)
and decided what weight, if any, to give to the testimony of cach witness. In making this
determination, the Court considered, among othor things: the ability and opportunity the wimess
had to see, hear. or know the things about which the witness testified; the witness's memory, any
interest, bias or prejudice the witness may have; the witness's intelligence; the manner of the
witness while testifying: and the reasonableness of the witness's testimony in light of all of the

evidence in the case. See Fed. Civ, Jury Tnstr. 7th Cir § 113 (2009,
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BACKGROUND FACTS'

The *708 Patent concerns the rouling of telecommunications traffic in the Public
switched Telephuone Network (“PSTN™). The PSTN is the worldwide cotlection of
interconnected public telephong networks that was originally designed primarily for voice traftic.
For purposes of this mouen, the PSTN is composed of transport clements and switching
elements. Transport circuits carry trallic from ene focation to another. Switching facilities atlow
for connections between multiple users without the need to establish a dedicated transport circuit

between each pair of communiecating partners. Without switches, each end user (Le., each

'This case presents the use of several technical terms. Although each will be defined us
they appear in the opinion, the [ollowing plossary is included for convenience:

- LEC Local Exchange Carrier. A company providing jocal phone
services.

. ILEC Incumbent Local Exchange Carmier. A local telephone company
that was in existence at the time of the breakup of AT&T.

. RBOC Regional Bell Operating Company. RBOCs, also known as “Baby

Bells,” were created by the breakup of AT&T in 1984 and inheriied
the local telephone services of AT&T. For purposes of this order,
the terms RBOC, ILEC and LEC will be used interchangeably,

. CLEC Competitive Local Exchange Carrier. A carrier that provides local
phone serviees in competition with the ILEC.

. 1XC Interexchanpe carrier. A long distance carrier.

. PSTN Public Switched Tetephone Network. The worldwide collection of

interconnected telephone networks, which was designed primarily
for votee trattic.

. LATA Local Access and Transport Area. A particular geographic area,
identified by a 3-dGigil number, covered by one or more LECs.
“Totral. ATA™ reliees (o connections macde between two focal
exchanges within the same LATA. “Intevl ATA™ refers o a
conneetion between a carrier in one LATA to a carnier in another
LATA « cssentially, a long distonce call. The 708 Patent concemns

IntralLATA calls.
. CARS Competilive Access Providers.
- 1P Internct Protocol. A transmission protocoel for the trapsmission of

data,

L
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telephone) woudd have to be conneeted via g dedicated hne to every other end user. As the
nuinber of users connected to the network grows, a non-switched network quickly becomes
prohibitively inctficient and expensive. Alternatively, each end vser cun make o single
connection to a switch. The swilch then makes the desired connection between any two end

users when a cail 1s placed.

s e Bwita hued Wy byl Swelched Hetwork

In the PSTN, certain switches are not connected to end users but, rather, only to other
switches, These swiiches, penerally referred to as “tandem” switches, route traffic between other
switches.

Hlistoricatly, the architecture o the PSTN in the United States wax mamaged by the
former AT&T monepoly. The system was set up in a hierarchy with end users at the botiom

levil. Each end user was connceied dircetly to an “end office,” also known as a “Class 5
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switch.” In general, focal calls would be routed from the end wser indtisting the call through the
end office/Class 5 switch (o the end userreceiving the call, Typically, long distance calls wouid
nced o be routed further up the hicrarchy to tandem switches, Class 4 switches, the tandem
switches one level ap, would route calls from one Class 5 switeh to anether. In general, the
longer the distance a call traveled, the higher up the switching hicrarchy it would move,
procecding to Class 3, Class 2, and Class 1 switches, as necessary.

Monopoly ownership of this hierarchy was broken up by the AT&T divestiture. Lffective
January 1, 1984, AT&T's local operations were split off into seven independent “Baby Bells,”
also called Regional Bell Operating Companies ("RBOCs™).? Divestiture split the network
between the Class 4 and Class 3 levels, AT&T was left with the long distance portion of the
netwaork - the Class 1-3 switches, The RBOCs ook control of the local portion of the network —
the (lass 4 and 3 switches, as well as the factities used 10 commeet to individual end users of the
netwaork.

Further changes to the telecommunications landscape occurred in the mid 1990s. The
Telecommunications Act ol 1996 allowed the creation of CLECs, carriers that provide local

phonme service in competition with the RIBOCs,

“For purpeses of this order, the tenm RBOC witl be considered equivalent to “1LECT
{Incumbent Local Exchange Carier). RBOC or TWEC may uso be equivaient to “LECY (Local
Exchange Carrier) when discussmg the telecommunications industry before 1996, The
Telecommunications Act of 1999 allowed for the ereaton ol “CLECs™ (Competitive Loceal
Exchange Carriess), thereby necessitating the distinetion between those that wers preexisting
(befora divestiture) or “incumbent” and those that were the newly formed competitors of those
incumbent 1LECs.
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The 708 Patent

The network desceribed mnthe *708 Patont concerns the efficient routing of transit rafhe,
Transit traffic i3 traftic between two telecommunication cartiers that 15 carmied by a third camer.
Historically, carriers have relied on the RBOCs” networks to carey transit traftic between them,
For example, if o Sprint customer in Chicago placed a cali to a Comcast customer in Chicapo, the
two carriers would rely on the local RBOC, Hlineis Bell/Ameritech, to connect Sprint and
Comcust to complete the call. The portion of the call carried on the RBOC netwaork Is transit
traffic,

The *708 Patent notes several problems occasioned by use of the RBOC networks for
transit traffic. First, RBOCs compete with other carriers for telephone subseribers, Thus, non-
RBOC carriers were required 1o use a competitor’s network and pay the RBOC competitor for
use of that network. Furthermore, the RBOCs lacked incentive to improve service to the
competitive carriers, for example, by upgrading to new technolopy. Finally, a competing carricr
cannot access an RBOC s network at 4 single pownt. Rather, a competitive carrier must install a
connection to every tandem switch in the RBOC s network. Figure 9 from the f708 Patent

Hhistrates the necessary connections:
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Figure 9 displays competitive carriers (CLECS, cable carriers, witeless carmiers, IXCs and
ILECS), shown on the left, each connecting to the tandem switches of the RBOC, shown on the
right. As Figure 9 illustrates, each carrier inust connect 1o all of the RBOC s tandem switches
within the Local Access and Transport Area ("LATA™.?

The network described in the “708 Patent, the Neutral Tandem Network (“NTN7),
provides carriers with ap alternative to the RBOC network. The NTN provides carriers with a

single point off aceess, as shown in Figare 11 from the *708 Patent.

TAR IXC, or “lnerexchage Carmer,” is o long distance carrier, ¢.o. MCL
g {7‘ ¥ =

*A LATA 5 a particular geopraphic area, identified by o 3-digit number, covered by onc
or more local exchange cartiers. “Intral. ATA™ refers to conncctions made between two local
exchanges within the sume LATAL YinterL ATA” refers to a connection betwien o cartier in one
LATA toa carrier in anothar LATA - essentially, 2 ong distance call. The ‘708 Patent concerns
IntralLA'TA ¢alls.
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The NTN provides other advantages over the RBOC network, The NTN allows cariers

1o use any type of traffic, including Internet Protocol (“IP™Y. Additionally, because NT docs not

compele with carriers for customers, carriers using the NTN do not use a competitor’s network to

carry transit traffic,

NT alleges that Peerless infringes on claimz 1, 2, 6 and 171 of the 708 Patent. Those

clitima state:

Fooa Neatral Tandem Nevwork (“NTNT) thal arovides transtt raffic amaongst

public and private wircline and wircless caricr networks, comprising:

atleast one swileh for eross-connecting each of  plurality of inputs w at least one
of a plurality of cutputs;

‘Intermet Protogol 15 g transmisgion prolocol for the transmission of data,

b
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a plurality of tandem access points for connection W switches of a plurality of said
public and private wirchne and wireless carvier networks, said switches including
fandem switches: and

anctwork conneeting said tanderm access points to said at [eost one switch and
said network managing the efficient routing of transit traftic between said
plurality of tandem access points and said switch.

20 A Nentral Tanddem Network as in claim 1, wherein at least one of said tandem
access points lerminates incoming calls to an incumbent {.1C tandem or central
office.

6. A Neutral Tandem Metwork as in ¢laim 1, wherein said at least one switeh
comprises a soft switch.

11, A Neutfral Tandem Netwark as in claim I, wherein said network comprises

fiber transport cable and a plurality of fiber terminals interconnecting said at least

one switch and said plurality of tandem access points.

LEGAL STANDARD

Under Federal Circuit faw, a party 1s entitled to a preliminary injunction if i shows:
“(1) a reasonable likclihood of success on the merits of its elaims; (2) irreparable harm if an
injunction is not granted; (3} a balance of hardships tipping in its fuvor, and (4) the injunction's
tavorable impact on the public mterest. Giflette Co. v, Energizer Holdings, fne., 405 F.3d 1367,
1370 (Fed. Cir. 20057.% While no factor is dispasitive, Amazon.com, fne, v
Barnesandnoble com, Inc., 239 F.3d 1343, 1330 (Fed. Cir.2001) {4mazon), the movant raust
show the first two factors - likelthood of success and irreparable harm — for an injunction to
issuc, Fehicuior Techaologies Corp. v, Titan Wheel Il Inc., 141 F.3d 1084, 1088 (Fed. Cir.
F998). ‘The decision w grant a preliminary fnjunetion is within the sound discretion of the

district comrt, Amazon, 239 F 3d at 1350

“Vederal Circuit law applies to preliminary injunction motions in patent cases. Myplun
Pharmecenticals, ieov. Thompson, 268 1.3d 1323, 1329 0. (Fed. Cir. 2001)

9
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I order to show o reasonmable likelihaod of suceess oun the meerts, N must show that
(T NT will Bikely prove that Peerless infringes on the *708 palent, and (2) NT7s infningement
clairy will likely withstand Peerless™s challenges to the patent. See Amazon, 2291 .3d a 1350,
The infringement analvsis 15 a two-step process: first, the court must construe the claims; second
the construed claims are compared to the infringing device. Oakley, Inc, v. Sunglass Flur ',
316 FAd 1331, 1339 (Fed. Cir. 2003) (Qakley).

Peertess claims the *708 Patent is invalid on the basis of obviousness. “A paient is
invalid {or obviousness 175 differences between the subject malter sought Lo he patented and the
prior art are such that the subjeet matter as a whole would have been obvious at the time the
invention was made to a person having ordinary skill in the art to which said subject matter
pertains.”™ MeGinley v, Franklin Sporis, Inc., 262 F.3d 1339, 1349 (Fed. Cir. 2001) (quoting 35
LS.CO§ 103(a)). Obviousness 1s a legal conclusion bagsed on underlving findings of fact. mre
Mettke, 570 F.3d 1356, 1358 (Fed. Cir. 2009) (Mettke). Underlying factual considerations
include: (1) the scope and content of the prior at, {2) the differences between the prior art and
the claims, (3) the level of ordinary skill in the relevant ant, and (4} any objective indicia of
nan-obviousness, such as comumercial suceess, lony felt need, and fuilure of others, fd. at 1359
{citing Graham v, Jokn Decre Co., 383 10.5.1, 17-18 (1966)),

The determination of the tHkelibood of success on the merits ol a patent claim against an
azsertien of invalidity based on abviousness also involves a two-step process: {irsi, the claims
are property congteued and, sevond. the claims are compared o prier arl, A patent holder
secking # preliminary injunction bears the ultimate burden of catablishing a Hkcelihood of success

on the merits with respeet to the patent's validily.” Altana Pharma AG v, Teva Pharmaceutivaly

10
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(ISA, Ine, 566 F 3d 999, 1005 (Fed, Cir. 2009). “If the alleaed infringer raises a ‘substantial
question’ of invalidity, the prelimsinary mjunclion should not 1ssue.” . at 1005-06. To raise a
substantial guestion s to a patent’s validity, the alleged infrinper must show only that the patent
15 vlnerable, Jd. al 1006, If that showing is made, the hurden shifts back to the patentee “to
show that the defense lacks substantial ment.” 7d.

The party opposing the injunction need not show actual invalidity: “Vulnerability is the
issue al the preliminary injunction stage, while validity is the issue at trial. The showing of a
substantial question as to invalidity thus requires less proof than the clear and convineing
showing necessary to establish invalidity itseif” Abbott Laboratories v. Andrx Pharmaceuticals,
Inc., 452 F.3d 1331, 1335 (Fed. Cir. 2006). The party secking the injunction “must . ., present a
clear case supporting the validity of the patent in suit,” fd.

The following analysis is based on only these requirements. Therelore, because the issucs
at the preliminary injunction stage and ut trial are distinet, the movant’s failure to obtain a
prelinunary injunction stage dees not necessarily mean that the plaintiff will be unsuccesstul at
trizl.

ANALYSIS

As noted above, the primary advance of the NTN, as deseribed in the <708 Patent, is to
allow competitive carmiers o bypass use of the RBOC tandem network. Instead of being carried
by the RBOC network, transit walfic is instead clficiently routed by the NTN from anc
competitive carrier to another. This basic tunction of thy N'TN is shown in a disyran, created hy

Peerless hut introduced here by NT in support of its argument that Peerless infringes.
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peeridis

Peariess Hetwork Confidendtal

The diagram displays four options for routing traffic from Carrier #1 to Cammier #2: the
1LEC (RBOC), a direct connection, Meutral Tandem (using the NTN), and Peerless. As clearly
shown, in the context of Touting transit traffic, the NTN has exactly the same fonction as the
RBOC/ILEC tandem network. Indeed, NT states in its discussion of the diagram “if two camriers
cannot use a direct connection between them, the traffic would have to be transited through the
ILECs network in rhe same manner as provided by Neutral Tandem.” {N'T's memorandum, Doc
78-1 at 3) (emphasis added).

Thus, the essential development of the NTN 15 that it allows competitive carners without
i direct connection batween twnt to avord use of the FBOC network to complete calls, This s

also apparent from NT's arguments in jts written submissions, its presentattons at both hearings
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and frone the 708 Patent itsel 1. Throughowt, NT emphasizes the lectintcal and economic
disadvantages of required ase of the RBOC network.

During clinms constoaciion, NT argued that the NTM s ability to reduce reliance on the
RBOC network was central to the “708 Patent. [n that regard, NT proposed to construe the
*708 Patent Claim 1 term “managing the efficient routing of transit trzlfic between said plurality
ol tundem access points and said switch™ to mean “manaping transit wraffic into, out of and
throughouwt the claimed network by reclucing the cusiomer carriers’ reliance on the RBOC/ALEC
network.” (cmphasis added). The Court accepted NT's proposed construction. In the order
construing the “708 Patent claims, the Court noted that relevant evidence “must also be
considered e the context of the then state of telecommunications regarding the dependence of
ather carriers on the RBOC tandern proprictary network.™ (Feb. 10, 2010, Order, p. 7,

Doc. # 187.) The quastion, then, in the obviousness analysis, 15 whether this concept of
providing an altemative to the RBOC wandems was originai 1o the ‘708 Palent or was present in
prior art.

Arguing that the concept was present in prior art, Peerless points to various actions
related to the FCCs efforts in the carly 1990s to Increuse competiiion in the telecommunications
marketplace, Specificalty, in Apnil 1993 telecommunications carrier MFS Communications
Company, Inc. {"MFS") presented the FOC with comments (the “MFS Comments™) soliciting
the adoption of the FUC™s proposal to vequirs LECs {or RBOCS) to provide (he tandem signaling
necessary to allow carriers to corpete withs the RBOC in providing randem switched transport to

RBOC end offices. Diaprams 2 and 3 from the MFS Comments indicate the proposed changes.
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The MES Comments addressed the methods by which [XCs couid conrect to customers
ol RBOCs to complere calls. istorically, an 1XC could either conneet to the RBOC tandem
ollice, tram which paint the call would proceed to the RBOC end office and from there to the
RBOC customer; or the 1XC could conneet directly io the RBOC end office, using dedicated
Ines. The MFS comments suggest increasing competition such that IXCs would not have to rely
an RBOC lines 1o reach the RBOCs end offices, Instead, they could use third-party carriers,
known as Competitive Access Providers (“CAPs™). At the time of the MFS Comments, CAPs
could provide onfy dircet-trunked transport (i.e., transporl on dedicared lines) to either the RBOC
tandem or the RBOC end office. By contrast, RBOC could provide either direct-trunked
transport or switched transport. This situation is shown in [¥agram 2 above. Non-switched
connections maintained by the RBOC are shown in bold solid lines: RBOC-switched lransport is
shown in double solid lines (labefed “common transport™; and dedicated CA P transport is shown
in dashed lines. As shown, CAPs could not provide switched service.

The MFS Comments proposed the network depicted in Diagram 3, Diagram 3 adds a
CAP tandem office at the top center of the diagram. The CAP tandem office is connected to
muitiple IXCs via CAP dedicated transport lines. It is also connected to the RBOC end offices
via swilched transport. Thus, if an 1XC lacks a direct dedicated connection to an RBOC end
office, the IXC car use gither the RBOC tandem office or the CAP tundem office to complete the
call. Thus, under the system proposed in the MFS Commments, CARPs would compele with the
REBOCs inthe priovision ol tandem-switched service to RBOC cad offices,

In 1994, the FCC issued the 31-141 Transport Phase 1] Order (“Fhase [I Order™), which

required 1.ECs to provide CAPs, [XCs and end nsers with the stgnaling information necessary to

15
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provide tandem switching, us suggested by the MFS Commuents, The Phase [ Order allowed
third parties, such as CAPS, w “carry traffic of multiple IXCs from LEC end offices to their own
tandems, switch the traffic at that pomt, and deliver the triaftic to the appropriate IXC.” {(Phase |
Order 4 1.) The arder “openfed] the door to third parties Lo provide competitive tandem-
switching services.” (ld at % 2))

‘Thus, the concept of providing competition to RBOC tindem switches by enabling
carriers Lo bypass those RBOC tandeim switches 1s Tound in prior art. Indecd the FCC envisioned
nearly identical benefits from the Phase tf Order as NT foresaw with the NTW and the
YTGH Patent: increased competition, weehnological innovation and improved network reliability.

NT argues that the Phase [ Order is not relevant prior art because the problem addressed
in the order is distinet from the problem addressed in the * 708 Patent: the 1994 Phase I Order
was concerned with creating an alternative to RBOC tandern switches in connecting IXCs to
RBOC end offices; the ' 708 Patent is concerned with creating an alternative to RBOC tandem
switches to conneet competitive carmiers to other competitive camiers. However, in both the
1994 Phase II Order and the 708 Patent, (he goal is to provide an aliemative o using the RBOC
tandem switches. In both cases, the ﬁo]ution t5 to route calls through an alternate pathway - in
one case, the CAP tandemn; in the other, the NN,

NT argues that the Phase I Order merely provided ior the substituiion of one tandem for
anoiher - speailicallv, itreplaced the RBOC tandem with the CAP tandem. NT points out that
the MI'S Comnuents state that the proposed charges will “allow( a competitor to instali its own
tandem switching capavity and thereby agprepate trattic on thetr {acilitics as efficiendy as the

LEC [RBOC] does now™ (MES Comments at § 5) (emphasis in NT memo). Neither the MEFS

&
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Comments nor the Phase 11 Order, NT argues, disclose a network “managing the efficient routing
ol transit tratfic” as the “708 patent does. However, as noted ubove, this “efficient routing” was
censtrued, 1n accordance with NT's proposed elaims construction, as reducing the customer
carriers’ veliance on the RBOC/LEC network, Under this constroction, considered in context,
the system proposed by the MFS Comments and implemented by the Phase [ Order docs indeed
provide for the “eificient routing of transit traffic” as set out in the *708 Patent, because the
Phase 11 Order allows carriers to reduce reliance on the RBOC tandems,

Furthermore, NT has equated the service provided by the NTN and the RBOC tundem
switches, NI states in its brief that “if two carriers cannot use 2 direct connection between them,
the traffic would have to be transited through the ILEC's network in the same manner as
provided by Newtrul Tandem.” Thus, while NT asserts that the Phase I Qrder merely substitutes
ane tandem for another, in that sense, the ‘708 Patent merely substitutes the N'TN lor the RBOC
tandemn. To the extent that the retwork described in the 708 Patent is an alternative to the
RBOC tandem network, it is proposing nothing new.

However, accepting for the moment NT's position that the system described in the “708
Patent is distinguishable from the arrangement proposed in the MFS Comments - that is, the
"708 Patent proposes to bypass the RBOC tandems in connecting competitive carriers, whereas
the MES Comments propose to bypass the RBOC tandems in connecting a competitive carier to
the RBOC end office - the question becomes whether this distinetion is material. A COMparison
of Diagrams 2 and 3 {rom the MFS Comments with Figures 9 and [ of the *708 Pawent reveals
marked similarities, In both initial stages (i.e., Diagram 2 and Figure 9), multiple competitive

curriers are connected to one or more LEC tandem swiiches, In hoth post-implemecngation

17
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depictions (e, Diagram 3 and Figere 11, the competitive carriers have made connections {n an
alternative intermediary - the CAP landem or the N'TN. Thus. the two sets of diagrams are
schematically equivaient. 1n both Diagram 3 and Figure 11, the competitive curmiers are
connected via the RBOC tandem system and through an altemative cannection — gither the CAP
tandem or the NN,

Adrnitiedly, there ts ne suggestion in the MFS Comrents that the two TXCs in Diagram 3
watld connect via the CAP; the commenis concerned connecting to RBOC end offices. But as
NT admats, the problem of intereonnecting a multitude of competitive carricrs did not exist at the
time of the MPS Comments in 1993, the proliferation of relecommunication camriers did not
begin untl alier 1996, Thus, the question becomes whether a person of ordinary skill, fooking at
[hagram 3 ol the MFS Comments, post-1996, would realize the possibility that two competitive
carriers -- in Diagram 3, the two [X(Cs — could connect via a tandem other than the RBOC
tandem -- specificaliy, the CAP. There 15 4 significant possibility that a person of ordinary skill
would find this to be obvious, That person would know that competitive eamiers often rely on
RBOC tandems to carry transit graffic between them. A person of ordinary skill would see that
Diagram 3 shows bolh IXCs connecled to the RROC tandem (as in Figure 9) and that both 1XCs
were connected 1o the CAT tandem (as all competitive providers are connected to the N'TN in
Figure 11). Indeed, Peerless’s expert, Michael Starkey, testified that the connections depicied in

Diagram 3 would allow the two IXCs 1o connect w0 one another. (Tro at 307-08) This testimony

wag credible and persuasive, Thus, itis obvious, pursnant 1o the eriteriz set out above, that the

CAP tanden could provide an adternalive to the LEC tandem in connecting the TXCs,

s
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Furthermore, Peerless has presented evidence that at least two cormpanies provided this
service belore the *708 Patent’s Priority date, March 1, 2001, Specifically, Defendant
John Barnicle submilted a declavation that a company he founded in 1996,

Focal Communications (“Focal™), offered tandem-switched services for wireless providers,
acting as an intermediary delivering communications traftic from these wireless providers to long
distance carriers. Focal's tandem-switched access services acted as an intermediate switch
between two other carriers, all within the same LATA | thereby providing an alternative to the
RBOC/LEC network. Bamicle's declaration states that Focal provided these services as early as
1999, Peerless also submitted the declaraiton of Robert Sherlock, which makes similar
averments, Sherlock states that he is Vice President of Engincering for Towa Network Services
{("INS™}. INS, according to Sherlock, provided tandem-switched aceess services that “climinated
reliance on RBOC tandems for long distance calls to and from” independent carriers in lowa.
(Sherlock Decl. at §4.) By 2000, Sherlock states, INS provided intral ATA services “to
exchange calls between wircless carriers and [CLECs), between CLECs and TXCs, and between
wireless carners and [XCs, with the LATAs.™ (24 at 16.)

INT does not retute the substance of this evidence but, rather, arpgues that the Court should
consider neither declaration because they ave not supported by documents demaonstrating Lhe truth
uf'the assertions concerning the tandem switching services allegediy provided by Facal and INS.
N5 argument s not persuasive, Bamicle’s declaralivn is consistent with his lestimmany during
the preliminary injunction hearing, Bureicle testifiod that Focal “connected 10 wireless telephone
companies’ switches and . took various forms of tratfic . . . and exchanged those calls with

long distance carrfers .. (T at 3890 Cownsel for N7 kad the OTTOTTINITY {0 CIOss- X amine
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Barnicls about this testimony but chose not . Nor, as noted above, has NT offered any writlen
argument agatnst the substance of Barnicle’s assertions. Thus, his statement in this resti mony
and hs declaration stand unrebutied and are credible and persuasive. Similarly, Sherlock's
averment that INS provided « similar service is corroborated by a district court opinion
discussing local transit raffic provided by INS. See Rural lowa Independent Telephone Ass'nv.
fowa trilities Bd., 385 F. Supp. 2d 797, 799 (5.D. towa 2003).

In summary, considering the scope and content of prior art and in comparison {o the ‘708
Patent, the concept of providing an alternative to RBOC tandem switches is clearfy present in the
prior art. The MFS Comments and Phase II Order establish that Lhe prior art included use of non-
RBOC tandem switches 1o compete with RBOC tandem switches in the reuting of calls from
competitive carriers 10 RBOC end offices. It is also apparent that other non-RBOC
telecommunication companics were providing locul switched transit service prior to 2000,
Indeed, considering the limited cvidence presented 1o the Court, it appears this practice may have
been somewhal comumon.

Furthermore, Peerless's assertion that the “708 Patent’s claims “do not represent
wvention of any of the claimed network components or their grrangement, meluding without
hanitation: the tandem switch, the soft switeh, using a soft switch as a tandem switch, fiber optic
facilities, transit traffic switches together, or even the concept of a non-RROC alternative 1andem

setvices provider” (Peerless Closing Areument Br. at 2) is urrebutted, Notahly, N7 does not
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contend that the specilic arrangement of the network components is worthy of patent protection.’
Instead, NT asserts that the purpose of the *708 Patent is to provide an alterarive to the RBOC
nelwork: “The innovation of the {sic] Neatral Tandem’s 708 patent lies in the way in which
these compouents [switches, fiber optic cables, cte. Pare put together in an architecture that
performs a specific function - efficiently rowting transit traffic as an alternative to the
RBOCALEC network, as required by the claims at issue.” (NT Reply Closing Argument Br. at 33
(emphasis added). But this is indistinguishable trom prior ar, as discussed above. “ITThe
efficient routing of transit traffic” means no more than providing an alternative to the RBOC
network.

NT argues that the *708 Patent is innovative because it first identified a set of problems
with relying on the RBOC tandem system: competitive carriers were either foreed to make a

number of inefficient connections with the RBOC tandem system (the disadvantages of which

have been discussed) or to establish dedicated connections between themselves. The <708 Patent
claims to solve this problem by allowing all carriers 1o connect dircetly to the NTN, at one
location, thereby eliminating the need for this tangled web of connections. Rut this problem and
sotution are as old and as simple as switched traffic itself, As noted in the initial discussion of
swilched and non-switched networks, the problem of an increasin g number of end users (or
carrier networks) that all need to conreet to one another is solved by the use of a switch — Oor, in
the case vl connections beiween networks, o tandem switch, The *708 Patent essentially

proposes the same thing: 2 tindem switeh (or netwnrk of such switches - PPeerlesy accomplishes

"NT argues that the NTN rouies traffic in a “fundamentally different way.” (NT Reply
Closing Argument at 5.) However, nowhere docs NT spectly how the NTN s rauting of transit
tratlic is fundamentally ditferent, other than the faet that N'T is not a RBOC ar [LEC.
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