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UNITED STATES DISTRICT COURT
EASTERN DISTRICT OF VIRGINIA

Norfolk Division li
MERCEXCHANGE, L.L.C., f
Plaintiff, | e count
v, Civil Action No. 2:01¢v736

eBAY, INC. and HALF.COM, INC,,
Defendants.
ORDER AND OPINION

On November 17, 2006, the court conducted a hearing to address four motions filed by
eBay, Inc. and Half.com, Inc. (collectively “eBay™): (1) “Motion to Strike New & Irrelevant
Bvidence™; (2) “Motion Strike Nahan Declaration”; (3) “Motion for Leave to Submit Motion to
Enforce the Court’s Protective Order”; and (4) “Motion to Enforce Court’s Protective Order.”
For the reasons set out herein, the court DENIES both eBay’s motion to strike new evidence and
motion to strike the Nahan declaration; however, such ruling requires that both eBay and
MercExchange be afforded the opportunity to perform limited discovery in order to update the
record to the present time. Additionally, the court GRANTS eBay’s motion for leave to submit

the protective order motion and GRANTS in part, and DENIES in part, the substantive

protective order motion.

I. Factual and Procedural Background
In an effort to avoid repeating a detailed depiction of the facts and procedural posture of
the instant litigation, the limited background pertinent to the instant motions is as follows:

subsequent to the grant of summary judgment in favor of eBay based on a finding of invalidity on
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the asserted claims of the *051 patent and a jury verdict awarding damages to MercExchange
based on eBay’s infringement of the *265 patent, on August 6, 2003, this court entered an order
and opinion denying MercExchange’s motion for an injunction.! MercExchange. L.L.C. v. ¢Bay,
Inc., 275 F. Supp. 2d 695 (E.D. Va. 2003). On appeal, the Federal Circuit vacated this court’s

grant of summary judgment on the *051 patent and reversed the denial of MercExchange’s

motion for a permanent injunction. MercExchange, LL.C.v. eBay. Inc., 401 F.3d 1323 (Fed Cir.
2005). The Supreme Court granted certiorari to address the proper standard for entry of a
permanent injunction and ultimately vacated the Federal Cireuit’s injunction ruling, defining the
traditional four-part equitable test as the proper standard for the injunction calculus in patent

cases. eBay Inc. v. MercExchange, L.I.C., 126 S. Ct. 1837 (2006).

This matter has now been remanded to this court for consideration of MercExchange’s
renewed motion for 2 permanent injunction, as well as for an eventual trial on the “051 patent.
The two primary motions presently under consideration by the court are: (1} MercExchange’s
renewed motion for a permanent injunction; and (2) eBay’s motion to stay the proceedings in
light of the Patent and Trademark Office (PTO) reexamination of both the “265 and *051 patents.
The four motions that are addressed in this order are secondary motions that are relevant to this
court’s consideration of the motion for an injunction and motion to stay. Because the court
previously denied MercExchange’s motion for an injunction in an order dated August 6, 2003,
the court’s references to “new” evidence or “recent” developments refer to occwrences

subsequent to this court’s August 6, 2003, ruling, whereas references to “backfilled” evidence

I In short, the *051 patent covers auction style transactions where prospective buyers bid
on an item whereas the "265 patent covers fixed price transactions such as eBay’s “buy-it-now”
sales option where the seller sets a fixed purchase price.

2
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refer to facts that existed as of August 6, 2003, yet were not made part of the record.

IL. eBay’s Motion to Strike New and Irrelevant Evidence

eBay’s motion to strike was filed in response to numerous.exhibits, including expert
declarations, filed by MercExchange in support of its renewed motion for a permanent
injunction.? Although eBay conceded at the hearing on this matter that injunctive relief’s
prospective nature requires the court to consider present circumstances in determining whether or
not 1o grant an injunction, eBay contends that MercExchange has improperly submitted
mumerous exhibits seeking to backfill the record and re-litigate issues already decided by this
court. Furthermore, eBay challenges the fact that two of the expert declarations submitted as
exhibits to MercExchange’s motion were submitted by previously undisclosed experts. As to the
portioné of MercExchange’s exhibits that relate to recent factual developments, consisting
primarily of MercExchange’s business relationship with uBid, Inc. (uBid), eBay contends that
such evidence is duplicative and irrelevant.

In contrast, MercExchange contends that it is not trying to backfill the record, but rather,
the portions of the exhibits discussing prior events are merely included to present a factual
background that is relevant to this court’s decision as to whether or not to enter an injunction.
With respect to the previously undisclosed expers, MercExchange argues that the legal standard
applicable to the court’s injunction decision has been called into question by eBay and that
such declarations were submitted to clarify the irreparable harm that MercExchange will suffer in

case the court concludes that a presumption of irreparable harm no longer exists. Firially, as to

2 It should be noted from the outset that eBay has also filed voluminous exhibits in
support of its motion to stay.
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uBid, MercExchange argues that such evidence is both relevant and significantly different from
evidence previously advanced, and thus, is not duplicative.

Although the parties disagree on virtually every factual and legal issue relevant to the
instant matter, they agree that the decision as to whether to “reopen the record” on remand lies
squarely within this court’s discretion. See United States v. Com, of Va., 88 F.R.D. 656, 662
(E.D. Va. 1980) (recognizing that it is “well-established that, in the absence of error affecting the
introduction of evidence at trial, the decision whether to reopen the evidence at a later stage of
the proceedings rests with the trial judge”). Although the court’s exercise of such discretion is
dependant upon a careful case-by-case analysis, the type of relief sought on remand
unquestionably has a significant impact on the court’s decision as prospective equitabie relief,
such as an injunction or a stay of the proceedings, necessitates that the court consider the facts as
they exist at the time of remand and not as they existed several years in the past. See Lyons

Partnership. L.P. v. Morris Costumes. Inc,, 243 F.3d 789, 799 (4th Cir. 2001} (“A prospective

injunction is entered only on the basis of current, ongoing conduct that threatens future harm.”)
(emphasis added). The current facts are s0 vital to the court’s decision when such form of relief
is sought as the court is not only charged with determining the equitable relief appropriate on the
date of the court’s order, but is also expected to fashion relief that appears appropriate for
extension into the future; such task can hardly be faithfully completed in reliance on a record that
is nearly three and half years old and established prior to a significant factual development. See
Continental Airlines. Inc. v. United Airlines, Inc,, 277 F.3d 499, 503 (4th Cir. 2002) (remanding
for reconsideration of an injunction involving airport security screening equipment and
recognizing that, “on remand, the district court and the parties will undoubtedly have to deal with
[the ramifications of September 11th) in considering any prospective relief™); see also Direx

4
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Israel, Ltd. v. Breakthrough Medical Corp., 952 F.2d 802, 819 (4th Cir, 1991) (*[W]e reverse the
grant of the injunction herein and remand the case for further proceedings consistent with the
rulings herein, without prejudice to the right of the plaintiff to premise its motion on new or

changed circumstances.”); Humingki v. Corsones, 396 F.3d 53, 94 (2d Cir. 2005) (“Upon

remand, the district court should constder whether, under present circumstances, permanent
injunctive relief is required and, of course, the terms of any such injunction.”).

Based on the prospective nature of the relief sought, as well as the significant time Japse
subsequent to this court’s denial of MercExchange’s original motion for an injunction, as set
forth in greater detail below, the court denies eBay’s motion to strike the exhibits submitted in
support of MercExchange’s renewed motion for an injunction. First, such evidence is not
improper in the absence of a formal motion; second, the majority of such exhibits do not appear
to be an atterapt to improperly backfill the record and to the extent that such exhibits are in
conflict with the court’s prior factual findings they will be disregarded; and third, information
relating to MercExchange’s business relationship with uBid is not duplicative nor untimely.
Because the court is willing to accept submissions by both parties that update the court on factual
developments occurring after 2003, the court will permit limited discovery in order to afford the
parties the traditional protections of the adversarial system.

A. MercExchange’s failure to file a written motion to reopen the record does not
require that MercExchange’s exhibits be stricken.

¢Bay’s motion to strike first seeks to have MercExchange’s exhibits stricken on
procedural grounds, arguing that new evidence is not properly before the court both because
MercExchange failed to file a formal motion to reopen the record and because the opinions of

both superior courts failed to suggest that the record be reopened on remand. First, from a legal
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standpoint, eBay fails to cite any caselaw directly on point suggesting that such new evidence
must be stricken in absence of formal motion by MercExchange. Additionally, eBay’s allegation
that MercExchange failed to file such motion is hypocritical in light of the fact that eBay also
failed to file a motion to reopen the record prior to submitting recent PTO reports and other
factual exhibits in support of its motion to stay. Second, from a practical standpoint and as
conceded by eBay, common sense dictates that a dispute over prospective relief requires
consideration of the facts as they exist at the time of the hearing, not as they existed over three
years ago, and this court does not require a superior court to instruct it to apply such common
sense requirement. Furthermore, although MercExchange did not file a formal motion seeking to
reopen the record, it is clear from the transcript of a telephone status conference conducted by
this court on July 28, 2006, that MercExchange announced its intent to introduce additional

evidence reflecting factual developments occurring subsequent to trial. The following exchange

ocourred during such call:

Mr. Stillman (MercExchange):

In terms of scheduling, obviously time is of the essence with respect to our request
for injunctive relief. But nonetheless, we would like the opportunity to
supplement the record, the evidentiary record, on that request to bring it current,

to make the Court aware of what MercExchange has been about in the three plus
years since the jury entered its verdict, and to get some guidance from you about
scheduling and how we would go about doing that.

The Court:

All right. Mr, Randall.

Mr. Randall (eBay).

Your Honor, our view is that based on the re-exam proceedings — and the re-exam
was initially granted in June of 2004, so it’s been going on for two years. There
have been two significant rejections of all claims. ... So we are asking that the
Court first consider our motion to stay.

(July 28, 2006 Conf. Call p.6). The excerpt cited above not only establishes that the court and

both parties understood that MercExchange would be submitting exhibits reflecting recent
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factual developments in conjunction with its renewed motion for an injunction, but also
highlights the fact that eBay’s motion to stay relies almost exclusively upon recent factual
developments, that is, the PTO reexamination proceedings. As a result, the court, in its
discretion, concludes that reopening the record for the limited purpese of admitting evidence
relevant to the parties’ motion for an injunction and motion to stay and targeted at the period
subsequent to August 6, 2003, is proper notwithstanding the fact that a formal motion was not

filed by MercExchange.

B. The court will disregard the portions of exhibits attempting to introduce facts
predating August 6, 2003, that were net previously made part of the record and
those portions attempting to recast the prior record in a manner inconsistent
with this court’s findings of fact.

As stated above, the court’s decision to reopen the record for the limited purpose of
permitting the parties to update the court on factual developments occurring subsequent to this
court’s August 2003 order does not permit the parties to backfill the record by presenting
evidence that was previously available yet not advanced either at trial or in support of
MercExchange’s initial motion for an injunction.’ Likewise, the court’s decision to reopen the
record does not permit the parties to recast the prior record in a manner inconsistent with the
findings of fact associated with the court’s denial of MercExchange’s original motion for an

injunction. Notably, significant portions of the declarations challenged by eBay advance facts

and opinions aimed at proving that MercExchange intended to commercialize its inventions from

3 As discussed below in Part ITI, the one exception to the August 6, 2003, cutoff date is
that the court, in its discretion, will permit the parties to investigate the fraud alleged by
MercExchange with respect to eBay’s meeting with Kenneth Nahan and the introduction of the
Newman video. The court permits such inquiry even though the pertinent facts predate the court
imposed cutoff date because eBay produced the Newman video shortly before trial and after the
close of discovery; thus, MercExchange may not have previously been permitted sufficient time
to fully investigate such matter.
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their infancy even though this court’s prior findings suggest otherwise. Furthermore, any
impropriety contained in such declarations is compounded by the fact that eBay has not had the
opportunity to depose the individuals in relation to their newly submitted declarations.*

For example, MercExchange has submitied a recent declaration of Thomas Woolston,
MercExchange’s president, that purports to docurnent MercExchange’s history from its founding
until the present. Although the court is willing to consider the portions of such report that
document factual developments occurring subsequent to August 6, 2003, the portions of the
declaration advancing Mr, Woolston’s portrayal of events prior to such time should have been
submitted, if at all, either at trial or in support of MercExchange’s original motion for an
injunction. Similarly, although the recently submitted expert declaration of Larry Evans, who
testified at trial on behalf of MercExchange, permissibly cites trial testimony, it repeatedly offers
the opinion that “[f]Jrom the outset, M. Woolston sought to commercialize his patenis” (Evans
Decl. § 32); such conclusion appears to vary from, and may even be in contravention of, this
court’s prior finding that “the evidence of the plaintiff’s willingness to license its patents, its lack
of commercial activity in practicing the patents, and its coraments 1o the media as to its intent
with respect to enforcement of its patent rights, are sufficient to rebut the presumptic‘m that it will

suffer itreparable harm if an injunction does not issue.” MercExchange, 275 F. Supp. 2d at 712.°

4 As previously mentioned, two of the expert declarations were submitted by experts not
previously identified by MercExchange.

5 Set forth below is a more complete quote from this court’s August 6, 2003, order and
opinion discussing MercExchange’s lack of commercial activity. The order stated:
The defendants next argue that there was evidence adduced at trial proving that the
plaintiff is willing to license or sell its patents. On this point, the defendants are
correct. Substantial evidence was adduced at trial showing that the plaintiff does
not practice its inventions and exists merely to license its patented technology to
others. Indeed, the plaintiff has made numerous comments to the media before,

8
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Although the Supreme Court concluded that neither this court nor the Federal Circuit “correctly
applied the traditional four-factor framework that governs the award of injunctive relief,” eBay
Inc., 126 S. Ct. at 1840, remand permits MercExchange the opportunity to argue that applying
the “correct” legal framework to the previous record, as supplemented by interim factual
developments, an injunction is warranted; it does not provide the opportunity to recast the prior
record. To clarify, the undisturbed record led this court to conclude that prior to 2003,
MercExchange exhibited a “willingness to license its patents” a “lack of commercial activity in
practicing the patents” and that its “numerous comments to the media before, during, and after
this trial indicat[e] that it did not seek to enjoin ¢Bay but rather sought appropriate damages for
the infringement.” MercExchange, 275 F. Supp. 2d at 712. Although MercExchange has every
right to argue that such factual findings, applied to the proper legal test, warrant an injunction, or,
that such factual findings when considered in light of recent developments, both factual and
legal, warrant an injunction, it will not be presented the opportunity to challenge such factual

findings. Thus, MercExchange may argue that this court was legally incorrect in concluding that

during, and after this trial indicating that it did not seek to enj oin eBay but rather
songht appropriate damages for the infringement. The Federal Circuit has observed
that “the lack of commercial activity by the patentee is a significant factor in the
calculus” of whether the patentee will suffer irreparable harm absent an injunction.
High Tech Medical Instrumentation., Inc. v. New Image Indus., Inc., 49 F.3d 1551,
1556 (Fed. Cir. 1995). In the case at bar, the evidence of the plaintiff's willingness
to license its patents, its lack of commercial activity in practicing the patents, and its
comments to the media as to its intent with respect to enforcement of its patent
rights, are sufficient to rebut the presumption that it will suffer irreparable harm if
an injunction does not issue. Moreover, the plaintiff never moved this court for 2
prefiminary injunction. Ifit believed that it was suffering irreparable harm by the
defendants’ continued infringement of its patents, such a motion would have been
appropriate. This fact, while certainly not dispositive of the issue, lends additional
weight in support of the defendants’ arguments that the plaintiff will not be
irreparably harmed absent an injunction.

MercExchange, 275 F. Supp. 2d at 712 (footnote omitted).

9
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a willingness to license or lack of commercial activity suggest that an injunction is not warranted,
however, it may not attempt to argue that it was never willing to license or that it never had a
lack of commercial activity practicing the patents.

In order to preserve the admissible portions of MercExchange’s submissions, as well as
avoid the delay associated with ordering that MercExchange’s experts rewrite their reports
without the portions that attempt to recast facts predating August 6, 2003, the court will simply
disregard any opinion or argument seeking to re-litigate the court’s prior factual fmdjngs." The
court in no way suggests that it will not entertain counsels’ arguments as to how the previous
record, established through trial and this court’s prior injunction ruling, as well as any interim
factual updates, should be applied to the correct legal framework; rather, the court will simply
not reconsider its past factual findings regarding the time period prior to August 6, 2003. Asa
result, counsel for both parties are invited to refer to the prior record, as well as recent factual
developments, and argue that such facts, when applied to the proper legal standard, warrant an
injunction; however, the court will give no weight to arguments, opinions, or exhibits that

attempt to add to, modify, or recast the court’s prior factual findings.”

§ "The court suggests that both parties re-familiarize themselves with this court’s August
6, 2003, order prior to the hearing on the motion for an injunction and motion for a stay as the
factual findings of the court dealing with the time period prior to August of 2003 remain
undisturbed.

7 Although the court does not condone the submission of declarations from previously
undisclosed experts, the court recognizes MercExchange’s justification for such submissions,
namely, that the legal standard for issuing an injunction was in flux throughout the appeal of this
matter and appears to remain uncertain today in that the Suprere Court did not expressly address
whether the presumption of irreparable harm upon a showing of validity and infringement
survives the Supreme Court’s decision; however, the court does not believe that an expert primer
on irreparable harm suffered by small companies whose patents are infringed offers any
significant support for MercExchange’s position. First, the Supreme Court cautioned the lowet
courts about avoiding categorical rules, and the expert declaration offered by Lori Pressman, one

10
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C. References to uBid are not duplicative nor untimely.

As can be inferred from the discussion above, the court rejects eBay’s contention that
references to MercExchange’s business relationship with uBid, a factual development occurring
subsequent to August 6, 2003, are duplicative or untimely. First, such references are not
untimely as MercExchange did not have a business relationship with uBid when the initial
motion for an injunction was filed, and thus, evidence regarding uBid is not backfill of the
record, but rather, is precisely the type of evidence updating the court on recent developments

that is vital to the court’s injunction calculus. See Lyons, 243 F.3d at 799 (“A prospective

injunction is entered only on the basis of current, ongoing conduct that threatens future harm.”)
(emphasis added). Second, although eBay effectively demonstrates that the non-exclusive
license entered into between uBid and MercExchange is not particularly lucrative and appears
similar to Mercexchange’s past non-exclusive licenses, the declaration of Timothy Takesue, the
Merchandising Executive Vice President of uBid, highlights the fact that the terms of such
contract are not very favorable to MercExchange primarily because cBay is infringing on

MercExchange’s *265 patent and that an exclusive license® or merger has been contemplated but

of the experts not previously disclosed, presents virtually no information with respect to
MercExchange nor relevant post trial developments, but rather, presents an opinion painted with
a very broad brush suggesting that small companies holding patents will always be irreparably
harmed absent the right to exclude. Similarly, portions of the other expert reports, such as the
Evans declaration, make similar generalizations concluding: “An individual inventor or small
company that lacks the financial resources to take on the big guy in high-stakes patent litigation
should not be forced to grant compulsory licenses” (Merc. Injunct. Memo Ex.17 9 103). Again,
the court will not strike such declarations in light of the fact that MercExchange will be given the
opportunity to conduct limited discovery, including depositions of some of such experts if it
chooses; however, the court will afford little weight to exhibits espousing categorical rules or
seeking to highlight the woes of the small patent holder while ignoring this court’s prior findings.

§ ¢Bay argues that the terms of several of MercExchange’s prior licenses would preclude
MercExchange from granting an exclusive license to uBid. Such argument, even if correct,
ignores the reality that uBid appears to place virtually the entire value of an exclusive license to

It
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has not come to fruition due to eBay’s infringement. The sworn claims that eBay’s infringement
on the ’265 patent is directly hindering MercExchange’s business opportunities distinguishes
uBid from most of MercExchange’s past licencing partners, as the trial record establishes that
some of MercExchange’s past difficulties commercializing its patents were not a result of eBay’s
infringement, Furthermore, sworn testimony from a uBid executive establishing that a merger
between MercExchange and an internet auction website that directly competes with eBay was
contemplated, yet foreclosed as a result of eBay’s infringement distinguishes the business
relationship with uBid from past licencing agreements. Thus, uBid is not unique based on the
terms of the current non-exclusive license, but rather, the potential for an exclusive license or
merger and the apparent value of such relationship to both uBid and MercExchange if an
injunction prevented eBay from offering “buy-it-now” sales on its website while uBid, a direct
competitor, was able to offer such option on its wehsite.? As a result, the court will not strike
MercExchange’s submissions advancing evidence with respect to uBid; however, as previously
mentioned, the court will reopen the record in a limited manner in order to permit eBay to

perform depositions and further investigate the MercExchange/uBid business relationship.

the *265 patent on the ability to utilize such patent while preventing eBay from doing so. Thus,
even if technically MercExchange could not grant uBid an exclusive license to the *265 patent
covering every field of use, a nearly exclusive license that prevents MercExchange from granting
further licenses to uBid’s competitors, especially to eBay, ultimately appears to have the same
effect and value as what MercExchange and uBid refer to as an “exclusive license.”

9 The recurring issue underlying nearly every dispute presently before the court is whether
or niot eBay has designed around the "265 patent; if it has, then an exclusive license is of virtually
no value to uBid, nor is an injunction of much value to MercExchange. Although ¢Bay has
offhandedly referred to its purported design around both in court and in its briefs, eBay appears
to have failed to advance any evidence nor even make the express, yet uncorrcborated, claim that
it has in fact designed around the *265 patent.

12
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D. Although the court will permit additional discovery, such discovery is limited in
scope and time.

Although the court recognizes the necessity of updating the record with receﬁt factual
developments, the court will not permit the parties to backfill or recast facts in a manner
inconsistent with this court’s prior findings. However, even though portions of the challenged
declarations plainly ignore this court’s prior factual findings and at times advance opinions that
appear more appropriate for counsel to argue, the court declines to strike such reports because the
court recognizes, first, that its prior factual findings were limited, and second, that the expert
reports generally do not attempt 1o backfill the record by adding new facts, but rather, merely cite
trial testimony in an attempt to highlight MercExchange’s version of pre-2003 events. Thus,
rather than striking such reports, the court will simply disregard and give no weight to any
portions of such reports that the court deems to be inconsistent with its prior factual findings.

In light of the court’s decision not t0 strike such reports, nor strike references to uBid, the
court must permit some form of discovery to ensure that the parties have a fair opportunity to
investigate and challenge evidence advanced by the opposing party.” As discussed at the hearing
on this matter, eBay relies on Lussier v. Runyon, 50 F.3d 1103 (1st Cir. 1995) for the proposition
that “once the record is closed, a district court, absent waiver or consent, ordinarily may not
receive additional factual information of a kind not susceptible to judicial notice unless it fully
reopens the record and animates the panoply of evidentiary rules and procedural safeguards

customarily available to litigants.” Id. at 1105-06 (emphasis added). Adding some context 1o

19 Although MercExchange firmly opposes reopening discovery as doing so delays
resolution of its motion for an injunction, it was MercExchange that submitted numerous expert
reports, some nearly forty pages in length with hundreds of pages of exhibits, and a declaration in
support of a new allegation that eBay committed a fraud on this court. The court’s decision to
consider such materials necessitates that eBay be permitied the opportunity to investigate them.

13
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such quote, in Lussier the district court was “Id]issatisfied with the trial evidence” regarding the

plaintiff’s future disability benefits, so the court, in an effort to accurately calculate plaintiff’s
damages, ordered the parties to file a status report concerning certain disability payments that
plaintiff would receive in the future. 1d. at 1113, Plaintiff, “though objecting vigorously to the
~ directive,” submitted some evidence relating to his interim disability payments, whereas the
defendant offered no information. 1d. Subsequently, the court, apparently exasperated with
defendant’s failure to submit requested information, used the plaintiff’s forced submission to
calculate the present value of plaintiff’s future disability benefits, reduced plaintiff’s damages
based on such caleulation, and “paid lip service™ to the fact that it had “reopened the record.” Id.
at 1113, 1115 n.16. On appeal, the First Circuit concluded that although the district court
claimed to have reopened the record, its actions failed to approach the proper method of
reopening the record as the court, “over the plaintiff’s objection, engaged in a unilateral pursuit
of additional evidence without affording the parties the standard prophylaxis that generally
obtains at trial . . . [including] the right to object to evidence, the right to-question its source,
relevance, and reliability, the right to cross-examine its proponent, and the right to impeach or

contradict it.” Id. at 1115 n.16.

Although this court’s views are in alignment with the First Circuit’s, the court does not

agree with eBay’s broad categorization of the Lussier opinion standing for the proposition that if

the record is reopened, it must be reopened without limitation. Rather, Lussier espouses the

proposition that a court, no matter what its motivations, may not undertake the unilateral pursuit
of extra-record evidence nor under any circumstances consider evidence advanced by one party
concerning disputed material facts that the opposing party is not presented an opportunity to

challenge. Id. at 1113; see also Black v. TIC Investment Corp., 900 F.2d 112, 116 (7th Cir.

14
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1990) (“Where new evidence is presented in a reply to a motion for summary judgment, the
district court should not consider the new evidence without giving the movant an opportunity to
respond.”). Such requirement is a “fundamental principle of our jurisprudence” as “lolurs is a
system that seeks the discovery of truth by means of a managed adversarial relationship between
the parties, [and] [i]f we were to allow judges to bypass this system, even in the interest of
furthering efficiency or promoting judicial economy, we would subvert this ultimate purpose.”
Lussier, 50 F.3d at 1113-14. Thus, a district court may, in its discretion, “reopen the record” in a
{imited manner with respect to a fargeted issue, so long as the parties are presented an equal and
fair opportunity to investigate the facts and challenge the opposing party’s evidence through
traditional adversarial means. See, e.g., Black, 900 F.2d at 116 (remanding and explamning that a
late filed affidavit could either be considered or disregarded by the district court; however, if
accepted, the court must afford the opposing party the opportunity to respond); Chamberlain v.
Denny’s, Inc., 206 FR.D. 418, 419-20 (D. Md. 2002) (permitting the plaintiffs to file an affidavit
from an individual improperly omitted from a prior discovery request because “the evidence to
be presented by the witness [tardily identified] was particularly significant and dealt with a key
issue in the case”; however, because such individual “had not been previously identified as a
wilness in the case, the Court granted defendant the right to depose him and ascertain pertinent
facts relating to his observations .. . 7).

Here, the court’s denial of eBay’s motion to strike MercExchange’s exhibits necessitates
that, in order to preserve the adversarial system, the court reopen the record and permit the
parties additional time to perform limited discovery into the new evidence submitted to the court.
As requested by eBay at the hearing on this matter, the parties are permitted to perform additional
depositions as well as serve document requests; however, all discovery requests must be confined

15
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to the investigation into events occurring subsequent to this court’s denial of MercExchange’s
initial motion for an injunction. Furthermore, because the court’s decision to reopen the record is
1ot made without consideration of MercExchange’s interest in a speedy resolution of its motion
for an injunction and the extensive discovery previously conducted, the court will limit each
party to five depositions, lasting no longer than six hours each, and all depositions must be
concluded by March 2, 2007, Additionally, all document requests must be served no later than
January 12, 2007, and objections or responses are due no later than February 2, 2006. In the
event that discovery disputes arise, the parties must contact Magistrate Judge James Bradberry no
later than February 6, 2007, to determine an expedited discovery dispute procedure. Such limited
time-frame should be more than sufficient to afford the parties, which each have extensive legal
teams spanning multiple law firms, adequate time to investigate the pertinent issues, yet at the
same time will allow for a hearing on the motion for an injunction and motion to stay to be
conducted in the near future. Following the conclusion of discovery, the parties will be pemmitted
until March 16, 2007, to file a supplemental brief, not to exceed twenty pages, in support of its
motion and in opposition of the opposing party’s motion.!! The court anticipates that such briefs
will focus primarily on the updated discovery and the impact of such discovery on the pending

motions.

The court’s decision to limit discovery is permitted by Federal Rule of Civil Procedure

Il The court is cognizant of MercExchange’s desire for the speedy resolution of its
motion and the court begrudgingly permits the parties until March 2, 2007, to complete
additional discovery, which, along with two weeks for supplemental briefing, delays resolution
of this matter until at least March 16, 2007. The court originally intended to permit the parties a
significantly shorter period to conduct discovery; however, due to the close proximity of the
issuance of this order to the December holiday season, realistically, the court recognizes that
neither the lawyers nor the deponents would be able to comply with such a schedule without

meodification.

16




Case 3:07-mc-00038-JBA  Document 13-4  Filed 02/15/2007 Page 18 of 35

26(b)(2) which states: “By order, the court may alter the limits in these rules on the number of
depositions and interrogatories or the length of depositions under Rule 30. By order or local rule,
the court may also limit the number of requests [for admission].” Fed. R. Civ. P. 26(b)(2). Thus,
pursuant to such rule and in recognition of the already well-developed record, there will be no
interrogatories and no requests for admission during the limited discovery period; however, as
discussed above, the court will permit both eBay and MercExchange to perform five depositions
and to serve document requests relevant to the time period beginning August 6, 2003. The
propriety of the court’s limits on discovery is further bolstered by the fact that eBay stated at oral
argument that it was not seeking never-ending discovery, but intended on submitting document
requests, as well as performing a limited number of depositions including corporate depositions
of uBid, MercExchange, and possibly Altitude Capital.” Although MercExchange has not
requested the right to conduct depositions or serve document requests, the court will permit each
party the same discovery rights. To reiterate, the permissible discovery must relate to
developments subsequent to August 6, 2003, that are relevant to MercExchange’s motion for an

injunction and eBay’s motion 1o stay the proceedings.

IIL. eBay’s Motion to Strike the Nahan Declaration
eBay’s challenge to the swomn declaration submitted by Kenneth Nahan prompted a

separate motion to strike because such declaration was not filed in support of MercExchange’s

2 The court sees minimal relevance in exploring the details of Altitude Capital’s alleged
capitalization of MercExchange because even if MercExchange recently received a multi-million
dollar influx from such source, considering the totality of the circumstances and the damages at
stake in this litigation, such fact appears to have litile impact on the determination of whether or
not an injunction should issue. However, the court will permit the parties to choose how to
allocate their five permitted depositions, so long as the depositions seek to obtain information
relating to events occurring subsequent to this court’s August 6, 2003, order.
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injunction motion, but rather, was filed as an exhibit to MercExchange’s response in opposition
to eBay’s motion to stay the proceedings. MercExchange submits the Nahan declaration in
support of its claim that, at trial, eBay perpetrated a fraud on the court and, therefore, is not
deserving of a favorable ruling in equity. The fraud alleged by MercExchange involves eBay’s
failure to disclose that it had a meeting with Mr. Nahan prior to trial at which eBay was allegedly
informed that the Newman video, an exhibit introduced by eBay at trial, was confidential. eBay
contends that such claim is false, irrelevant, and untimely; furthermore, eBay denies all
allegations of fraud.
eBay attempts to suppress the Nahan declaration based on arguments similar to those

discussed in the previous section of this order, specifically, both that MercExchange did not file a
motion seeking to reopen the record and that MercExchange previously had the opportunity to
file such declaration or call Mr. Nahan as a witness and its failure to do so makes the declaration
untimely. Additionally, ¢Bay highlights the fact that, at trial, MercExchange challenged the
admissibility of the Newman video and objected to statements suggesting that such video was
public, making submission of the Nahan declaration duplicative and unwarranted.
MercExchange counters by pointing out that although the facts regarding eBay’s meeting with
M. Nahan may have previously been in existence, eBay did not produce the Newmar video until
after the close of discovery and eBay never informed MercExchange or the court of its meeting
with Mr. Nahan, MercExchange contends that is it disingenuous for eBay to have concealed the
confidential nature of the video, as well as its meeting with Mr. Nahan, and then fault
MercExchange for failing to uncover such intentional concealment.

. Along with the claims duplicative to the motion to strike the injunction exhibits, eBay
also seeks to have portions of the Nahan declaration stricken for containing inadmissible
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hearsay.” Furthermore, eBay contends that the Nahan declaration should be stricken because
MercExchange failed to provide evidence corroborating Mr. Nahan’s confidentiality claims.™
Tn response to the hearsay claim, MercExchange argues that all statements made by eBay’s
counsel are not hearsay under Rule 801(d) of the Federal Rules of Evidence as they represent
statements by a party opponent. With respect to the lack of corroboration, MercExchange
contends that because it was eBay’s burden at trial to prove that the Newman video was public,
neither MercExchange or Mr. Nahan need to provide corroboration to establish the
confidentiality of the video.

As discussed in detail in Part III above, the court will not strike any of MercExchange’s
exhibits, including the Nahan declaration, based on the lack of a formal motion to reopen the
record. As 1o the timing of the Nahan declaration, eBay’s failure to produce the Newman video

until after the close of discovery supports MercExchange’s claim that it never had the

opportunity to fully investigate the facts surrounding the video. That being said, the Nahan

declaration, submitted by MercExchange in opposition to eBay’s motion to stay, appears to be
rather far afield from the primary issues before the court, and although certainly relevant to the
court’s equity calculus, the court recognizes not only that the declaration includes hearsay, but

that Mr. Nahan has minimal corroboration for his position and that MercExchange has submitted

13 Numerous paragraphs of the Nahan declaration include references to what Mr. Nahan
was told by counsel for both MercExchange and eBay. Additionally, two paragraphs contain
information apparently relayed from eBay’s counsel, to Mrs. Nahan, to Mr. Nahan.

4 MercExchange has provided what purports to be a control log and several sample
unsigned confidentiality agreements in an attempt to corroborate Mr. Nahan's claims that the
Newman video was maintained as confidential. eBay challenges the anthenticity, relevancy and

admissibility of such exhibits.
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conflicting affidavits.”” Considering which party carries the burden, although MercExchange is

correct that at trial the burden was on eBay to prove that the video was in the public domain, thus

potentially invalidating MercExchange’s patents, at this stage in the proceedings it is
MercExchange that is attempting to prove that eBay committed a fraud on the court, and
therefore, it is MercExchange that carries the burden to establish not only that the video was in

fact confidential, but that eBay knew it was confidential and represented otherwise to the court.

Based on the considerations discussed above, the court denies ¢Bay’s motion to strike the
Nahan declaration as although MercExchange’s allegation of fraud may be somewhat tangential
to the primary issues before the court, it is true that if eBay has perpetrated a fraud on the court it
is undeserving of a ruling in equity. The court does, however, recognize both that several
statements within the Nahan declaration appear to be inadmissible hearsay and that
MercExchange’s evidence attempting to corroborate Mr. Nahan’s statements is not compelling.
Likewise, although the past Honicorp officers’ affidavits, advanced by eBay, characterize the
video as non-confidential, such affidavits suffer from a similar infirmity as the Nahan affidavit as
poriions are plainly hearsay. Therefore, as with the portions of the expert reports that the court
deems impropet, the court will give no weight to hearsay statements contained in any affidavit
before the court and will give the weight the court deems appropriate to the portions of the
declarations that are properly before the court.

In anticipation of the court’s denial of eBay’s motion to strike the Nahan declaration,

cBay has requested both in its memoranda and at oral argument that, in that alterative, it be

15 eBay submits affidavits from Douglas Graham and Karen Bacon, past officers of
Honicorp Inc. (Honicorp), Mr. Nahan's company. Such affidavits are offered in support of
eBay’s claims that the Newman video was not confidential and that eBay’s counsel was informed
prior to trial that the Newman video was not confidential.
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afforded the opportunity to depose Mr. Nahan as well as file declarations in opposition of the
Nahan declaration. However, as previously noted, eBay has in fact already filed two declarations
in opposition of the Nahan declaration, and therefore, eBay’s request to submit additional
declarations is denied.”® As for eBay’s request to depose Mr. Nahan, the previous section of this
order indicated that the court is permitting both parties the opportunity to perform five additional
depositions and if eBay chooses to use one if its five depositions on Mr. Nahan, it méy do so.
Likewise, MercExchange is permitted to allocate two of its depositions to the two Honicorp
officers that offered declarations in opposition of the Nahan declaration if it chooses to do so.
The court clarifies that the issue regarding the Newman video is the only issue pre-dating the
court’s August 6, 2003, denial of MercExchange’s injunction motion that the parties are
permitted to investigate during discovery, and that such investigation is being permitted only as a

result of eBay’s tardy submission of the Newman video after the close of frial discovery.

IV. eBay’s Motion for Leave to Submit a Motion to Enforce the Protective Order

Unlike eBay’s motions to strike, which are directly related to the motion for an
injunction and motion to stay, eBay’s motion to enforce the court’s protective order is somewhat
discrete; thus, eBay properly filed a request 10 file such motion rather than simply filing it.
Furthermore, although eBay was correct to request permission to file a motion to enforce the
protective order, eBay’s allegations with respect to the protective order are at least tangentially

related to the two primary motions before the court because eBay alleges improper participation

16 Such declarations are attached as exhibits 18 and 20 to eBay’s reply brief in support of
its motion to stay. Exhibit 18 is a sworn statement offered by Douglas Graham, the president of
Honicorp from 1991-1993 and it suggests both that the Newman video was not confidential and
that Graham told eBay it was not confidential in March, 2003 (eBay Reply to Mo. to Stay Ex.1 8).
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in the PTO reexamination proceedings; such proceedings are plainly pertinent to both the motion
to stay and motion for an injunction. Additionally, if the court were to deny eBay leave to file
such motion the court would potentially be permitting violations of the protective order to go
unchecked. Finally, the parties have already fully briefed the motion to enforce the protective
order, and thus, even though this court previously instructed the parties not to file additional
motions, at this stage there is little justification for the court not to reach the merits of the fully

briefed motion. Therefore, eBay’s motion for leave to submit its motion to enforce the protective

order is granted.

V. eBay’s Motion to Enforce the Protective Order

On March 8, 2002, this court entered a stipulated protective order submitted by the
parties; although the court did not draft such order, its final provision states that the court may
modify the protective order “at any time upon 2 showing of good cause” (March 8, 2002 Order §
21). eBay’s instant motion to enforce the protective order was prompted by the fact that experts
originally engaged by MercExchange to testify at the trial on this matter have made submissions
to the PTO on behalf of MercExchange in support of the validity of the *265 and 051 patents.
Such experts, prior to being permitted to view eBay’s confidential business information, signed
sworn statements indicating that they read and understood the terms of the protective order,
agreed to be bound by the conditions of such order, and would not use or disclose any
confidential information except for purposes explicitly allowed by the order. eBay contends that
the protective order bars such experts from having any involvement in the PTO reexamination of
the patents at issue in the instant litigation, whereas MercExchange contends that the paragraph

of the protective order directed at outside experts does not bar such involvement. eBay’s motion
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seeks relief in three forms: first, eBay requests that this court order MercExchange’s experts, Drs.
Weaver, Palmer, and Frieder, to cease all participation in patent prosecution activities on behalf
of MercExchange; second, that MercExchange be ordered to withdraw all declarations submitted
to the PTO by such experts and all new or amended claims supported by such declarations; and
third, that MercExchange maintain a log, for in camera inspection, of ali documents relating to
communications with, or analysis by, its experts regarding patent prosecution efforts.

After carefully considering the merits of eBay’s motion, the court determines that
MercExchange has not violated the terms of the protective order, and thus, it is not proper for
' this court to order MercExchange to withdraw any expert declarations or related claims."”
However, the court also conctudes that the spirit of the protective order suggests that experts who
accessed eBay’s confidential information should not be participating in the PTO reexamination
of the very patents that constituted the core of the litigation such experts were involved. Asa
.result, the court determines that there is “good cause” to modify the protective order to require
that, from this point forward, any expert with prior access to eBay’s proprietary information shall
no longer participate in the PTO reexamination of any of the patents at issue in the instant

litigation,”® The court reaches such determination in spite of the fact that there has been no

17 For brevity’s sake, the court avoids an extensive discourse into the textual analysis of
the protective order and deems it sufficient to explain that although eBay is correct that the
protective order states that under “no circumstances shall any person who accesses [confidential]
material” participate in patent prosecution activities, MercExchange’s position that the protective
order’s structure limits the application of such broad language to law firms and their employees
is more persuasive than eBay’s contention that it covers all individuals, including experts.
{(March 8, 2002 Order  4).

12 MercExchange argues that much of the information previously marked as confidential
became public at trial, thereby losing its confidential status. The court recognizes, however, that
because summary judgment was granted on the 051 patent, vast amounts of proprietary
information were not publicly displayed at trial. Likewise, even though the '265 patent was
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showing that confidential information has been misused because the addition of fifty-two claims
to one of the patents constituting the core of the instant litigation creates the very real potential
for the unintentional misuse of confidential information.

The court’s decision to prohibit MercExchange’s trial experts from future involvement in
the PTO reexamination is based on several factors balanced by the court including: (1) the
apparent minimal burden on MercExchange 10 retain alternative experts who did not personally
examine eBay’s confidential information if future reports or consulting is necessary;” (2) the
reality that the ex parte nature of the PTO reexamination process prevents eBay from effectively
monitoring disclosures made by experts that viewed confidential information coupled with the
fact that it is not within the province of this court to provide monitoring or oversight of
submissions to the PTO; and (3) as several cases cited by eBay effectively demonstrate, it is
oftentimes impossible for an individual, even with the noblest of intentions, to delineate between
ideas that they may advance as a result of their own creation, and those influenced by past
exposure to confidential information. The high risk of inadvertent disclosure of confidential

information due to the difficultly in mentally segregating the origin of ideas,” as well as the

litigated in open court, a significant amount of eBay’s confidential information subject to review
by MercExchange’s experts was not revealed at trial. Therefore, any expert viewing any of
eBay’s information that remains confidential must cease involvement in the PTO reexamination.

¥ See, e.g., U.S. Steel Corp. v. United States, 730 F 2d 1465, 1468 (Fed. Cir. 1984)
(recognizing that forcing the plaintiffs to rely on newly retained counsel “would create an

extreme and unnecessary hardship”); Motorola, Inc. v. Interdigital Tech. Corp., No.
93-488-1ON, 1994 U.S. Dist. LEXIS 20714, at *13 (D. Del. Dec. 19, 1994) (unpublished)
(“Courts have also considered the hardship to the client if counsel is disqualified or restricted in

some manner.”).

1 .S, Steel Corp., the Federal Circuit explained: “Inadvertence, like the thief-in-the-
night, is no tespecter of its victims. Inadvertent or accidental disclosure may or may not be
predictable. To the extent that it may be predicted, and cannot be adequately forestalled in the
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inability of both eBay and this court to police experts’ communications with the PTO, is
preciscly why the court believes that an absolute bar from participation in the reexamination of
the very patents at the heart of the instant litigation is necessary.”

Although, as previously mentioned, it does not appear that MercExchange’s experts have
improperly relied upon eBay’s proprietary information, the post-trial addition of fifty-two claims
to the *051 patent creates a very real and expressly identifiable potential for misuse of
confidential information as MercExchange attempts to redefine the scope of such patent and

defend the validity of both the *051 patent and the "265 patent after preliminary PTO findings

design of a protective order, it may be a factor in the access decision.” 730 F.2d at 1468.

21 Although MercExchange cites several cases in support of its contention that broad
language in a protective order prohibiting involvement in patent prosecution for similar patents
or in a similar field for a set number of years is disfavored, two significant factual distinctions
exist between such cases and the instant matter. See, e.g., Trading Technologies Intern., Inc. v.
eSpeed. Inc., No. 04 C 5312, 2004 WT, 2534389, at *1 (N.D. Ill. Sept. 24, 2004} (unpublished)
(refusing to bar the plaintiff’s attorney who is “primarily a litigator” from being involved in
prosecuting patents on plaintiff’s behalf for a specified number of years because: (1) such
attorney is generally only “incidentally involved in patent applications” and “acts as an advocate,
not as a drafter of specifications and claims”; and (2) the court had no reason to doubt that such
attorney would “conscientiously keep in mind and act to uphold his professional obligations”);
AFP Advanced Food Products LI.C v. Snyder’s of Hanover Mfe., No. Civ.A. 05-3006, 2006 WL
47374, at *2 (E.D. Pa. Jan. 6, 2006) (unpublished) (“Barring AFP’s attorneys from prosecuting
similar patents for two years following this suit, without some tangible reason or good cause
other than the general threat of inadvertent misuse of discovered materials, is the exact type of
overly broad and generalized fear rejected in [various past federal cases].”). The two primary
differences between the instant dispute and such cases are, first, that the cited cases involve
barring lawvers from involvement in patent prosecution, not experts, and not only must a court
presume a heightened level of ethical conduct on the part of lawyers as compared to experts, but
also, requiring a party to replace counsel they have a longstanding relationship with creates a
much greater burden than requiring a party 10 hire different experts. See Safe Flight Instrument
Corp. v. Sundstrand Data Control, Inc., 682 F. Supp. 20, 23 (D. Del. 1988) (*[C]ounsel who are
admitted to the Bar of this Court are officers of the Court and are bound by the Code of
Professional Responsibility.”). Second, the patent prosecution activities that eBay seeks to bar in
the instant motion do not involve “similar patents™ or future patents in a “similar field,” but
rather, involve the reexamination and addition of claims to the very patents constituting the core
of the instant litigation.
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suggest that such patents may be invalid. InInre Papst Licensing, GmbH, Patent Litigation, No.
MDL 1278, 2000 WL 554219 (E.D. La. May 4, 2000) (unpublished), the court concluded:

[1]t is clear that the advice and participation of the Papst parties’ counsel in
preparation and prosecution of patent applications related to the patents in suit is
an intensely competitive decisionmaking activity and would be informed by -
access to the Non-Papst parties confidential information. Counsel’s ability to file
new claims in existing and pending patents based on the confidential information
discovered during the course of this litigation poses an unacceptable opportunity
for inadvertent disclosure and misuse. Although the Court is confident that
counsel for the Papst parties maintains the highest ethical and professional
standards, the risk of inadvertent disclosure and misuse and the difficulty of
distinguishing the source of the Papst parties’ basis for filing new claims are great.

1d. at *4 (emphasis added).” Similarly, in Mikohn Gaming Corp. v. Acres Gaming Inc,, 50
U.S.P.Q.2d 1783 (D. Nev. 1998), the law firm representing the defendant in district court was
also prosecuting patent applications on behalf of defendant that were “part of the very core of
th[e] suit,” and the court found that were such firm given access to plaintiff’s proprietary
technology it “would be in the ‘untenable position’ of having to either refuse his client legal
advice on competitive design matters or violate the protective order’s prohibition against
revealing [plaintiff’s] technical information.” Id. at 1785-86. The court noted that “[nJo matter
how much good faith [such lawyers] might exercise, it is unrealistic to expect that . . . knowledge
of [plainiiff’s] secret technology would not or could not influence the nature of his advice to
[defendant]”; therefore, the court concluded that the defendant’s patent prosecution firm could

not view the plaintiff’s confidential information.? Id. at 1786. Finally, in Motorola, Inc. v.

22 Notably, the quote from I re Papst Licensing talks only of counsel’s “ability to file
new claims™ as part of the reexamination process, whereas here, new claims were in fact filed.

3 This court is aware of the District of Maryland’s recent decision in MedImmune, Inc.
v. Centocor, Inc., 271 F. Supp. 2d 762 (D. Md. 2003), which permitted patent prosecution
counsel to view the opposing party’s confidential information during the course of discovery.
However, the facts of Medimmune are inapposite from both Mikohn and the instant facts, and
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Interdigital Tech. Corp., No. 93-488-LON, 1994 U.S. Dist. LEXIS 20714 (D. Del. Dec. 19, 1994)
(unpublished), the district court noted that because the defendant’s attorneys were currently
prosecuting patent applications related to the very patents at issue in the lawsuit, if such attorneys
were permitted to view plaintiff’s “voluminous confidential information” than they “would have
to constantly challenge the origin of every idea, every spark of genius.” Id. at 14-15. The court
characterized such segregation of ideas as a “sisyphean task, for as soon as one idea would be
stamped ‘untainted,” another would come to mind,” and the “level of introspection that would be
required is simply too much to expect, no matter how intelligent, dedicated, or ethical the
[defendant’s] aftorneys may be.” Id. at *15. As a result, the court barred the defendant’s lawyers
and employees that viewed plaintiff’s confidential information from participating in patent

prosecution. Id. at 17-18.

Unlike Papst, Mikohn, and Motorola, here, the issue is not whether attorneys actively

participating in patent prosecution may view confidential information;* rather, the issue is

whether experts that previously participated in litigation as trial experts and accessed confidential

were expressly recognized as such in the Med[mmune opinion, which explained that, unlike
Mikohn, there was no showing that “patent counsel was currently prosecuting patents on the
exact same subject matter of the litigation.” Id. at 775 n.14 (emphasis added). Furthermore, the

instant matter is readily distinguishable from Interactive Coupon Marketing Group, Inc. v.
H.0.T.! Coupons, LLC., No. 98 C 7408, 1999 WL 618969 (N.D. 1ll. Aug. 9, 1999) {unpublished)
which barred patent prosecution counsel from viewing confidential information because counsel

“has represented and is likely to represent [the plaintiff] in the prosecution of numerous related
patents, and . . . is deeply involved in representing the client in multiple, related infringement
cases in the context of a fluid, developing technology.” 1d. at *3 {(emphasis added). Unlike
Tnteractive Coupon, here, it is not past or potential future patent prosecution, nor merely “related”
patents at issue, but rather, here, the court seeks to prevent experts that accessed eBay’s
confidential information from participating in the reexamination of the very patents constituting

the core of the litigation.

2 MercExchange has properly segregated trial representation and patent prosecution to
two separate Jaw firms.
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information during the course of such engagement may later participate in the reexamination of
the very patents they were retained to opine on. Although this court recognizes the difference
between an expert’s involvement and an attorney’s involvement, including the differences in the
ability to influence strategic decisionmaking, the court notes that segregating patent prosecution
and patent litigation to two separate law firms would lose its intended purpose if consultants that
qualify as experts in the field of claimed inventions were permitted to view an opposing party’s
confidential information, work closely alongside litigation counsel, and then subsequent to trial,
crossover and work alongside patent prosecution counsel during the reexamination of the very
same patents. Furthermore, here, the impropriety of such crossover is multiplied by the fact that
MercExchange has added fifty-two claims to one of the patents at the core of the litigation.
Although the court does not dispute MercExchange’s legitimate desire to continue reexamination
with aid from experts familiar with the facts of this case and the patents at issue, if, as
MercExchange contends, its experts’ involvement in the reexamination is truly limited to
disputes about the scope of prior art and other matters plainly distinct from eBay’s confidential
information, than MercExchange will suffer Jittle prejudice in being required to rely on
alternative experts that have not accessed eBay’s confidential information.

In summary, although MercExchange’s construction of the previously entered protective
order appears correct, the court at this time modifies such order to prohibit MercExchange’s
outside experts and independent consultants that viewed eBay’s confidential information from
any further involvement in the PTO reexamination of the patents subject to the instant litigation.
Such remedy is “broad enough to protect [eBay’s] confidential information, yet seeks to
minimize the hardship to [MercExchange]” as the court’s prohibition applies only to the patents
at issue in the instant lawsuit. Motorola, 1994 U.S. Dist. LEXIS 20714, at *18. Although
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modifying the protective order based on good cause, the court denies eBay’s request that any past
submissions, or claims founded on such submissions, be ordered withdrawn from the PTO as the
court is mindful of its responsibility not to disrupt the PTO’s administrative proceeding,
MercExchange’s and eBay’s interest in a timely resolution of both the instant litigation and the
PTO reexamination, and the fact that MercExchange’s experts’ submissions were not in violation
of the protective order as written. Furthermore, as suggested by the above findings, the court
denies eBay’s request that MercExchange maintain a log for in camera review of all expert

submissions to the PTO, as past submissions were not improper, and future submissions will not

occur in light of this court’s ruling.

V. Conclusion

Based on the prospective nature of the relief sought in MercExchange’s motion for an
injunction and eBay’s motion for a stay of the proceedings, as well as the fact that both parties
rely heavily on factual developments occurring subsequent to this court’s denial of
MercExchange’s original motion for an injunction, the court deems it necessary to reopen the
record and permit the parties to investigate recent factual developments through the adversarial
process. Although the court recognizes that permitting the parties to perform additional
depositions and submit document requests will delay the resolution of the pending motions, an
apparent detriment to MercExchange, the court notes that it was MercExchange that chose to
submit numerous expert declarations and other exhibits in support of its injunction motion, and
MercExchange simply cannot have the benefit of the court considering such submissions without
the associated detriment of eBay being permitted time to investigate them.

Although the court’s decision to reopen the record is properly limited to developments
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occurring after August 6, 2003, the date this court denied MercExchange’s initial motion for an
injunction, the court will permit inquiry into eBay’s production of the Newman video in light of
its pre-trial meeting with Kenneth Nahan. Although the facts regarding such matter predate
August 6, 2003, the court recognizes that eBay produced the Newman video after the close of
trial discovery and that MercExchange never had the opportunity to fully investigate such matter,

The court grants eBay’s motion to file its motion to enforce the protective order;
however, after considering the substantive motion, the court determines that MercExchange’s
experts have not in fact violated the protective order as wﬁnen. However, after considering the
briefs and oral arguments, the procedural posture of both this case and the PTO reexamination
proceedings, and the intended goals of the protective order, the court agrees with eBay that trial
experts and consultants that viewed eBay’s confidential information should not be permitted to
participate in the PTO reexamination proceedings of the very same patents at the heart of the
litigation. As a result, the court, for good cause shown, modifies the protective order to require
that, from this point forward, any non-party expert or outside consultant that viewed eBay’s
confidential information cease participation in the PTO reexamination of the patents at issue in
the instant litigation.

In summary, both of ¢Bay’s motions seeking to strike newly submitted evidence are
DENIED. As a result of such denial, the court PERMITS both parties until March 2, 2007, to
perform additional discovery into eBay’s knowledge and representations regarding the Newman
video as well as all relevant factual developments occurting subsequent to August 6, 2003. As
previously discussed, in recognition of the already well-developed record, there will be no
interrogatorics or requests for admission; however, both parties are permitted to conduct five
depositions, each lasting no longer than six hours. Additionally, document requests may be
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served by both parties no later than January 12, 2007, and objections or responses to such
requests are due no later than February 2, 2007. Finally, each party is afforded until March 16,

2007, to submit a single supplemental brief in support of its motion and in opposition of the

opposing party’s motion; such brief is limited to 20 pages in length.

The court GRANTS eBay’s motion for leave to submit the protective order motion and
GRANTS in part, and DENIES in part, the substantive protective order motion. Specifically,
the court GRANTS the portion of the motion requesting that experts that viewed ¢Bay’s
confidential information be prohibited from further involvement in the PTO reexamination of the
patents at issue in this litigation and DENIES the remainder of such motion.

The Clerk is REQUESTED to mail copies of this Order to counsel of record.

IT IS SO ORDERED. 014,‘44 Q

TED STATES DISTRICT JUDGE

Norfolk, Virginia
December _]_3, 2006
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307me 35081)

UNITED STATES DISTRICT COURT

DISTRICT OF CONNECTICUT
141 CHURCH STREET - 450 MAIN STREET 915 LAFAYETTE BLVD 14 COTTAGE PLACE
NEW HAVEN, CT 06510 HARTFORD, CT 06103 . BRIDGEFPORT, CT 086604 WATERBURY. CT 06702
{203) 773-2140 (860) 2406-3200 (203) 579-5861 {203} 597-6311

NOTICE TQO COUNSEL AND FRO SE PARTIES

THE ATTACHED CASE HAS BEEN ASSIGNED TG DISTRICT JUDGE JANET BOND ARTERTON WHOQ SITS IN
NEW HAVEN. COUNSEL AND PRO SE PARTIES SHOULD FILE ALL FUTURE PLEADINGS OR DOCUMENTS IN THIS
MATTER WITH THE CLERK’S OFF[CE [N NEW HAVEN. ANY ATTEMPT TO FILE PLEADINGS OR OTHER DOCUMENTS
RELATED TQ THIS ACTION IN ANY OF THE OTHER SEATS OF COURT WILL RESULT IN THOSE PLEADINGS OR
DOCUMENTS BEING REFUSEb AT THE COURT OR BEING RETURNED TO YOUR OFFICE. SEE D.CONN. L. CIV. R. 3(a).

COUNSEL AND PRO SE PARTIES ARE REQUIRED TO BECOME FAMILIAR WITH AND ARIDE BY THE FEDERAL
RULES OF CIVIL PROCEDURE, THE LOCAL RULES OF CIVIL, PROCEDURE FOR THE DISTRICT OF CONNECTICUT AND
STANDING ORDERS REGARPING SCHEDULING N CIVIL CASES AND THE FILING OF TRIAL MEMORANDA, '

7 COUNSEL AND PRO SE PARTIES ARE HEREBY NOTIFIED THAT FAILURE TO FILE AND SERVE A
MEMORANDUM IN OPPOSITION TO A MOTION, WITHIN 21 DAYS AFTER THE MOTION 1S FILED, MAY BE DEEMED
SUFFICIENT CAUSE TO GRANT fHE MOTILON. FAILURE TO FILE AND SERVE A MEMORANDUM IN OPPOSITION TO A
MOTION TO DISMISS WITHIN 21 DAYS AFER THE MOTION IS FILED MAY BE DEEMED SUFFICIENT CAUSE TO GRANT
THE MOTION, EXCEPT WHERE THE PLEADINGS PROVIDE SUFFICIENT GROUNDS TO DENY THE MOTION. SEE
D.CONN. L. CIV. R. Tap{l .

COiJNSEL AND PRO SE PARTIES ARE FURTHER NOTIFIED THAT THEY ARE REQUIRED TO COMPLY WITH
REQUIREMENTS RELATING TO MOTIONS FOR SUMMARY JUDGMENT AS SET FORTH IN FED. R. CIV. P.56 AND
D.CONN. L. CIV. R. 56. A PARTY MAY MOVE FOR SUMMARY JUDGMENT WHEN THAT PARTY BELIEVES THERE IS NO
GENUINE ISSUE OF MATERIAL FACT REQUIRING TRIAL A”D THE PARTY IS ENTITLED TO JUDGMENT AS A MATTER
OF LAW. THE MOTION MAY BE DIRECTED TOWARD ALL OR PART OF A CLAIM GR DEFENSE AND IT MAY BE MADE
ON THE BASIS OF THE PLEADINGS OR OTIHER PORTIONS OF THE RECORD IN THE CASE ORIT MAY BE SUPPORTED
BY AFFIDAYITS AND OTHER MATERIALS OUTSIDE THE PLEADINGS.

WHEN A PARTY SEEKING SUMMARY JUDGMENT (THE “MOVING PARTY”} FILES A SUPPORTING AFFIDAVIT,
THE PARTY OPPOSING SUMMARY JUDGMENT MUST FILE AN AFFIDAVIT, OR OTHER DOCUMENTARY EVIDENCE.
CONTRADICTING THE MOVING PARTY'S SUBMISSIONS TO DEMONSTRATE THAT THERE ARE FACTUAL ISSUES
REQUIRING A TRIAL. FACTS ASSERTED IN THE AFFIDAVIT(S) OF THE MOVING PARTY WILL BE TAKEN AS TRUE IF
NOT CONTROVERTED BY COUNTER-AFFIDAVITS OR OTHER DOCUMENTARY EVIDENCE.

LOCAL CIVIL RULE 56(a) REQUIRES TIIE PARTY SEEKING SUMMARY JUDGMENT TQ FILE A DOCUMENT
ENTITLED * LOCAL RULE 56(a)1 STATEMENT,” WHICH SETS FORTH IN SEPARATELY NUMBERED PARAGRATHS A
CONCISE STATEMENT OF EACH MATERIAL FACT AS TO WHICH THE MOYING PARTY CONTENDS THERE 1S NO
GENUINE ISSUE TO BE TRIED. THE MATERIAL FACTS SET FORTH IN THIS STATEMENT SHALL BE DEEMED
ADMITTED UNLESS CONTROVERTED Y Ti!E “LOCAL RULE 56(a)2 STATEMENT" REQUIRED TO BE SERVED BY THE
OPPOSING PARTY. THE PARAGRAPHS IN TITE 56(2)2 STATEMENT SHALL CORRESPOND TO THE PARAGRAPHS IN THE
56(2)I STATEMENT AND SHALL STATE-“’HETI!ER THE FACTS ASSERTED BY THE MOVING PARTY ARE ADMITTED OR
DENIED. THE LOCAL RULE 56(2)2 STATEMENT MUST ALSO INCLUDE IN A SEPARATE SECTION A LIST OF EACH ISSUE
OF MATERIAL FACT AS TO WHICH IT IS CONTENDED THERE IS A GENUINE ISSUE TO BE TRIED.

{Revised 1/2/03) . {OVER)
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COUNSEL AND PRO SE PARTIES ARE ALERTED TO THE REQUIREMENTS OF FED. R, CIV. P, 26(f) AND LOCAL
CIVIL RULE 26, WHICH REQUIRE THAT THE PARTIES CONDUCT A CASE MANAGEMENT PLANNING CONFERENCE
AND PREPARE AND FILE A REPORT OF THE CONFERENCE ON FORM 26{f) WHICH APPEARS IN THE APPENDIX TO THE
LOCAL RULES. . _

COUNSEL AND PRO SE PARTIES ARE FURTHER ADVISED THAT THEY MAY REQUEST A REFERRAL OF THEIR
CASE TO A UNITED STATES MAGISTRATE JUDGE FOR DISPOSITION. SEE 28 ULS.C. 636 AND RULE 77.2 OF THE LOCAL
.RULES FOR UNITED STATES MAGISTRATE JUDGES. :

KEVYIN F. ROWE, CLERK




