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IN THE UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF UTAH, NORTHERM®IVISION

NAUTILUS, INC., MEMORANDUM DECISION
AND ORDER GRANTING
Plaintiff, MOTION TO STAY
V. Case No01:17<v-00154DN
ICON HEALTH & FITNESS, INC, District JudgeDavid Nuffer
Defendant.

Defendant ICON Health & Fitness, Inc. (“ICON”) sed&staythis case pendingx
parte reexamination proceediathat are before the U.S. Patent and Trader®diike
(“USPTO").! Plaintiff Nautilus Inc. (“Nautilus”) responded thatstayis improper because the
reexamination proceedings have a lowemntypical chance of simplifying the issuiesthis
case, and because this case is in advanced procedural’dtmgaus also argues that a stay
will cause it prejudice due tbelength of time the reexamination proceedingjtake tobe
completec?

Becauseéhe reexamination proceedings have a likelihood of simplifying the igstigis
case; becaustiscovery is ongoing and trial has not been schedalsdipecausa stay will not

cause Nautilus undue prejudice, ICON’s Motion to $ta\GRANTED.

LICON Health & Fitness, Inc.’Botion to Stay Nautilus, Inc.’s Claims Pending Ex Parte Reexaminafidati¢n
to Stay”),docket no. 91filed Nov. 28, 2017.

2 Nautilus's Opposition to ICON’s Motion to Stay Pending Ex ParteXRenination (“Responset 811, docket
no. 93 filed Dec. 12, 2017.

31d. at 38.
4 Docket no. 91filed Nov. 28, 2018.
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BACKGROUND

This case was originally filed in the United States District Court for the WeStstrict
of Washington on May 23, 20P&ut was later transferred to the District of Ufaautilus’s
Complaint alleges four causes of action for patent infringement against {G@MN'’s denies
Nautilus’s allegations of infringemefind asserts eight counterclaims segkdeclarations of
non-nfringement and invalidity regarding Nautilssisserted patents.

The case is not currently governed by a scheduling @mténo trial date is sé?
However, he parties have servattial disclosures and written requests pooduction of
documents and interrogatori€sAnd eactpartyhas responded to the othenitial discovery
requests? The parties have alserved each other with various disclospiesluding:
infringement contentions; invalidity and narfringement catentions; proposed terms for claim
constructionpreliminary claim constructiongxpert reportand rebuttal expert reporind

other extrinsic evidence on claim constructtdind thepartieshavedeposeaachothets

5> Complaint for Patent Infringement (“Complainttjocket no. 1filed May 23, 2016
8 Order Granting Leave to Amend and to Trangfecket no. 57filed Sept. 13, 2017.
7 Complaint{{ 2940.

8 ]CON Health & fitness, Inc.’s Answer to Nautilus, Inc.’s Complaantd Counterclaims (“Answer and
Counterclaims”) at &, docket no14, filed July 14, 2016.

91d. at %-10.

0 Docket Text Order re 87 Stipulated Motion for Extension of Time Initial Pr&naference, docket no. 88, filed
Nov. 7, 2017.

1 Declaration of J. Christopher CarrawiaySupport of Nautilus’ Opposition to ICON’s Motion to File First
Amended Counterclaims (“Carraway Declaration”) i@ ket no. 84filed Oct. 27, 2017.

21d.
Bld. 15.
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claim construction expett.But fact discovery is ongoing, and no dispositive motions or claim
construction briefs have been filéd.

In December 201&even months aftétautilus filed is Complaint)CON filed petitions
for inter partesreview at the Patent Trial and Appeal Board (“PTAByarding each of
Nautilus’s asserted patertfsThe PTAB denied theggetitionsin July 20177 ICON then
conducted additional prior art seagsiand in October 2017, filedt the USPTQequests foex
parte reexaminatiomegardingeach of Nautilus’s asserted patelft¥he USPTO granted these
requestsn November 2017 andreexaminatiorproceedings are currently pendingeach of
Nautilus’s asserted patents

DISCUSSION

ICON seeks a stay of this case pending the resolution &f$RT O’sex parte
reexamimtion proceedingsegarding Nautilus’s asserted pateft§yCJlourts have ‘inherent
power to manage their dockets and stay proceedings, including the authority tosieger a
pending conclusion of a [US]PTO reexaminatioft.And “there is a liberal policin favor of

granting motions to stay proceedings pending the outcome of USPTO reexaminat

41d.

15 Declaration of Tyson K. Hottinger in Support of ICON Health & Fitnéss,'s Motion to Stay Nautilus, Inc.’s
Claims Pending Ex Parte Reexaminatitiottinger Declaration”)f 7,docket no. 911, filed Nov. 28, 2018.

16 Carraway Declaration 1 6.
71d. 1 8.

18 Second Declaration of Tyson K. Hottinger in Support of ICON Healtht&eBs, Inc.’s Motion to Stay Nautilus,
Inc.’s Claims Pending Ex Parte Reexamination (“Second Hottinger Degctd)effi 4 docket no. 97filed Dec. 29,
2017.

9 Hottinger Declaration 1-2.
20 Motion to Stay.

21 Pool Cover Specialists Nat., Inc. v. Cover-Pools Inc., Case No. 2:08v-00879DAK, 2009 WL 2999036, *1
(D. Utah Sept. 18, 2009yuotingEthicon, Inc. v. Quigg, 849 F.2d 1422, 14287 (Fed. Cir.1989)
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proceedings 22 “[T]he three factors courts routinely employ in determining whether tosstay
patent infringement action pending reexamination [are]: (1) whethay avdl simplify the
issues in question and trial of the case; (2) whether discovery is complete iahdadrhas
been set; and (3) whether a stay would unduly prejudice or present a clear desabedntage
to the non-moving party?®

The reexamination proceedings have a likelihood of simplifying the issuesin this case.

The USPTO has granted ICON’s requestseigparte reexamination of each of
Nautilus’s asserted paterftsi:Congress intended reexaminations to provide an important
‘quality check’on patents that would allow the [USPTO] to remove defective and erroneously
granted patents?® Therefore;the reexamination process is beneficial in the simplification of
litigation that might result from the cancellation, clarification, or limitation of clpiié “Any
claimsthat are cancelled during the reexamination will not need to be litigated ancidiose
that survive reexamination may be amend€dlhus, {a] stay would. . . prevent resources from
being expended on invalid or amended claifig¥hd “even if the reexamination d[oes] not lead
to claim amendment or cancellation, it [will] still provide valuable analysisli¢thsas “the

USPTO’s examination of the prior art[?}"

221d. at *2 (quotingASCII Corp. v. STD Ent. USA, Inc., 844 F.Supp. 1378, 1381 (N.D. Cal. 1994)

23]d. at *1 (citingIn re Cygnus Telecomm. Tech., LLC, 385 F.Supp.2d 1022, 1023 (N.0Cal.2005) Soverain
Software, LLC v. Amazon.com, Inc., 356 F.Supp.2d 660, 662 (E.Dex.2005).

24 Hottinger Declaration {1-3.

25|n re Swanson, 540 F.3d 1368, 137@%ed. Cir. 2008)

26 Pool Cover Specialists Nat., Inc., 2009 WL 2999036%2 (quotingEthicon, 849 F.2d at 1428
27d.

21d.

2d.
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Nautilus argues that there is a lovileantypical chance of reexamation simplifying the
issues in this case because the PTAB has already denied ICON'’s petitiome fjogrtes review
regardingNautilus’s asserted paterifsBut the USPTO “may only grant a reexamination request
if it determines that ‘a substantial new question of patentability affecting amy of the patent
concerned is raised by the request.And the “substantial new question of patentability”
requirement “act[s] to bar reconsideration of any argument already ddxidled [USPTO],
whether duringhe original examination or an earlier reexaminatith.”

The fact that ICON'’s petitions faonter partesreview were deniedid not preclude
ICON’s requests foex parte reexaminatiorirom being grantedNor doest alter thefactthat in
granting the requés for reexaminatiorthe USPTO dterminedhatthe requestraised
substantial new questions of patentabilégarding Nautilus’s asserted patet#tSherefore,
Nautilus’'s argument is misplaced. The reexamination proceedingah&etihood of
simplifying the issues in this cadtandthe first factor favas grantinga stayin this case

Thiscaseisnot in advanced procedural stages.

This case was filed more thawo years agq and the parties have conducted initial
discovery and prepared various disclosures regarding claim construction. Haisveaise is
not in advanced procedural stages. Fact discovery is onguardispositive motions or claim
construction briefs have been fileahd a trial date has not been set. Gngnastay will avoid

wasteful and unnecessary discovery if any of Nautilus’'s asserted patemtgadicated by the

30 Response at-80.

31 1n re Swanson, 540 F.3d at 137fjuoting35 U.S.C. § 303(3)
321d. (internal quotations omitted).

331d.; 35 U.S.C. § 303(a)

34 Pool Cover Specialists Nat., Inc., 2009 WL 2999036*2.
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USPTO'’s reexamination. A stay will also avoid issues arising from cmrdysroceedings on
related mattersTherefore, the second factor favors granting a stay in this case.

A stay will not cause Nautilus undue preudice.

Nautilus argues that a stay will cause it prejudice due to the length of time the
reexamination proceeding will take to be complefeBut “delay inherent in the reexanaition
process does not constitute, by itself, undue prejudfcarid the USPTO is required by statute
to conduct the reexamination with “special dispattiNautilusassertsts concern with
evidence becoming stale and witnesses’ memories f38iBigt these concerns atiee same as
in any casen which a stay pendingx parte reexaminations granted And these concerns are
tied to the delay inherent in the reexamination process. Thereforarthamsufficient to
constitute undue prejudice.

Nautilusalso asserts itsoncern that its asserted patenill expire before the
reexamination proceedings are complefeBut this alsodoes not constitute undue prejudice.
Nautilus has not sought to preliminarily enjoin ICON from its alleged infrivege despé this
case having been pending for over two yeArsl even if a permanermmjunction would not be
available to Nautilus following theompletion of the reexamination proceedirifg)ny alleged
infringement during the reexamination period can be quedtifi the same manner as{pre

examination infringement?® A stay will not inhibit Nautilus’s ability to calculate its damages,

35 Response at-8.

36 Pool Cover Specialists Nat., Inc., 2009 WL 2999036*%2 (quotingSKF Condition Monitoring, Inc. v. SAT Corp.,
2008 WL 706851, *6 (S.D. Cal. Feb. 27, 2008)

371d. (citing 35 U.S.C. § 30p

38 Response at-6.

391d. at 45.

40 Pool Cover Specialists Nat., Inc., 2009 WL 2999036*2.
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and Nautilus has not established that a sfiflyinhibit its ability to collect any damages it is
awarded.

Finally, Nautilusargtes thait will suffer prejudice because ICON'’s use of the
reexamination process nothing more thaanattempt at gaining tactical advantagg This
argument is simply a repackaging of Nautilusterarguments relating to the delapherent in
the re@amination process. Such delay does not constitute undue preftidice.

This case wadelayedwhenICON sought itdransfer fronthe Western District of
Washington. But the transfer was necessary given the Supreme Court’s opifibHeartland,
LLC v. Kraft Foods Grp. Brands, LLC,*® which issued while this case was pending. And though
astay pending the USPTO’s reexamination proceedings will delay thisgaselution, CON’s
requests for reexamination were not frivolouse TUSPTO granted the requestsrafte
determining they raised substantial new questions of patentability regaraini¢ulls asserted
patents* A stay will not inhibit Nautilus from calculating or collecting its damages from ICON
if it is ultimately successful on its infringement claims. And a stay will not give IC@idtecal
advantageThe third factor favors a stay of this case.

Therefore, because the USPTQO'’s reexamination proceedings have a likelihood of
simplifying the issues in this case; because discovery is ongoing and srizbthaen
scheduled; and because a stay will not cause Nautilus undue prejudice, ICON’s Motayto S

is GRANTED.

41 Response at-8.

42 pool Cover Specialists Nat., Inc., 2009 WL 2999036*2; SKF Condition Monitoring, Inc., 2008 WL 70685,1*6.
43137 S.Ct. 1514 (2017)

4 |nre Swanson, 540 F.3d at 13735 U.S.C. § 303(a)

45 Docket no. 91filed Nov. 28, 2018.
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ORDER

IT IS HEREBY ORDERED that ICON’s Motion t8tay*® is GRANTED. This case is
STAYED pending a final resolution of the pendmgparte reexanmnation proceedings
regarding Nautilus’ asserted patents, including any related appkelstdy will not
automatically lift. Upon the final resolution of tlee parte reexamination proceedings, the
parties are directed fointly file a motion to lift he stay.

SignedSeptember 42018.

BY THE COURT

Dol

District Judge David Nuffer

46 Docketno. 91 filed Nov. 28, 2018.
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