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UNITED STATES DISTRICT COURT
SOUTHERN DISTRICT OF INDIANA
INDIANAPOLIS DIVISION

BOSTON SCIENTIFIC
CORPORATION, etal.,

Plaintiffs,
VS. Cause No. 1:11-cv-736-WTL-DKL

MIROWSKI FAMILY VENTURES, LLC,

Defendant.

N N N N N N N N N N

ENTRY ON MOTIONS FOR SUMMARY JUDGMENT

Before the Court are the pi@s’ cross-motions for snmary judgment (dkt. nos. 123,

126). The motions are fully briefed, and the Gpbeing duly advised, now rules as follots.
l. STANDARD

Federal Rule of Civil Procedure 56(a) proxddbat summary judgment is appropriate “if
the movant shows that there is no genuine déespstto any material fact and the movant is
entitled to judgment as a matt&rlaw.” In ruling on a motion for summary judgment, the Court
accepts as true the admissible evidenceepted by the non-moving party and draws all
reasonable inferences in the non-movant’s fademsworth v. Quotesmith.com, 476 F.3d
487, 490 (7th Cir. 2007)erante v. DeLugab55 F.3d 582, 584 (7th Cir. 2009) (“We view the
record in the light most favorable to the nonnmgvparty and draw all esonable inferences in
that party’s favor.”). However, “[a] party wHzears the burden of prooh a particular issue
may not rest on its pleadings, but must affirmaindemonstrate, by speiciffactual allegations,

that there is a genuine issue of material fact that requires tdaFinally, the non-moving party

! Mirowski’s motion for oral argument regang its motion for summary judgment (dkt.
no. 130) iDENIED.
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bears the burden of specifically identifying theevant evidence of recdy and “the court is not
required to scour the record in search of en to defeat a motidar summary judgment.”
Ritchie v. Glidden Cp242 F.3d 713, 723 (7th Cir. 2001).

The fact that the parties V&filed cross-motions for summary judgment does not alter
the standard set forth in Federal Rule ofild?rocedure 56. When evaluating each side’s
motion, the Court simply “construe[s] all infeaas in favor of the pty against whom the
motion under consideration is mad®létro Life. Ins. Co. v. JohnsoR97 F.3d 558, 561-62 (7th
Cir. 2002) (quotindHendricks—Robinson v. Excel Corf54 F.3d 685, 692 (7th Cir. 1998)).

Il BACKGROUND

At the heart of this unwieldy dispute lies a&saving medical device that is smaller than a
deck of cards — an “implantabtardioverter defiilator” or ICD.? The first successful ICDs
were developed and patented in the late 196@disearly 1970s by a team led by Dr. Mieczyslaw
Mirowski, a cardiologistDr. Mirowski and his team lat@btained a number of additional
patents for improvements on the basic devbmfendant Mirowski Family Ventures, LLC,
(hereinafter “Mirowski”) is nowowner of the patents at isstie.

Context is best given to the dispute byuack overview. Mirowski and its exclusive

licensee Plaintiff Boston Scientific Corporation si&dJude Medical, Inc., for infringement of

2An ICD “is implanted in a patient’s chest or abdomen with electrical leads that run to
the patient’s heart. An ICD can sense daoge cardiac arrhythmias and can administer
electrical therapy immediatelyy$t with mild ‘pacing’ shockand, if necessary, with powerful
defibrillating shocks that can save the lifeagbatient experiencing ventricular fibrillation.”
Cardiac Pacemakers, Inc. v. St. Jude Med., 2802 WL 1801525 at *1 (S.D. Ind. 2002).

% In 2001, Dr. Mirowski's widow, Anna Mineski, became owner of the patents. In
March 2005, Plaintiff Mirowski Family Venturesicceeded Anna Mirowski as owner after Mrs.
Mirowski passed away.



certain ICD patent8Things did not go smoothly. Now, Minski asserts claims against Boston
Scientific for actions it took durg and after the Stude litigation that iergues breached certain
of its agreements with Boston Scientific. First, Mirowski argues that Boston Scientific has
breached its agreement to pay royalties on p@@lucts it sold. Second, Mirowski argues that
Boston Scientific breached another of the parigreements whensettled portions of its
claims with St. Jude without Mirowski’'s knowledge and approval.

Now for the details. In 1973, Dr. Mirowsgranted an exclusive license of patents
relating to the ICD to Medrad, Inc. The 1973 lise required the licensee to pay Dr. Mirowski,
among other things: “Three percent (3%) of thesadéts, rental and leady [the licensee] of
Implantable Defibrillators, their parts andeponents covered under patent rights.” The 1973
License defines “net sales, rental or lease” las tbtal aggregate sellj price received by [the
licensee] for the initial da of a device, its parts or comporgrdnd the total aggregate rental or
lease price received by [the licensee] for a devisgarts or components after the deduction of
all discounts, sales, use and similar taxed,@elivery costs.” In addition, with respect to
infringement actions, the 19T3cense Agreement provided:

MEDRAD shall have the right to bringhd conduct suit or actions in its name

against others for infringement of anytguat subject to this Exclusive License

Agreement, the same as if such patent were the exclusive property of MEDRAD;

and MEDRAD shall have the obligation,geict to mutual agreement between

MEDRAD and MIROWSKI [sic] to bring ad conduct suit or actions against any

infringer whose annual sales, rentaisl &eases of infringing devices exceed

$75,000. MIROWSKI agrees to join as a pagtaintiff in any infringement suit

or action brought by MEDRAD under tierms of this Exclusive License

Agreement; and MIROWSKI shall have the right to participate in any

infringement suit or action broughy MEDRAD under the terms of this
Exclusive License Agreement. MEDRAD shall pay all costs and expenses of such

4 At the time of suit, Plaintiff Guidant wadirowski's exclusive liensee. As of 20086, co-
plaintiffs Guidant LLC, Guidant Sales, LLC, and Cardiac Pacemakers, Inc., are wholly-owned
subsidiaries of Plaintiff Boston &mtific Corporation. The Plairits are referred to collectively
as “Boston Scientific.”



suit or action, and shall betéted to the proceeds thereof. However, the proceeds

of such suit or action, $s all costs and expensesurred by MEDRAD in

connection therewith, shall bevetied equally between MEDRAD and

MIROWSKI.

Guidant eventually acquired the licerismn Medrad. In 1996, pursuant to the 1973
License, Mirowski and Guidantrid later Boston Scientific) su&t. Jude Medical, Inc., (“St.
Jude”) for infringement of two Mirowslpatents — the '288 pateand the '472 patett in
Indiana (“the Indiana Litigatior)” In 2001, a jury found that Stude infringed the '472 patent
and jointly awarded Guidant and Mirowski $1didlion in damages, including a $110 million
up-front payment for entry into the ICD markatd ongoing royalties of $30 million. In addition,
the jury found no infringement of the two claiwisthe '288 patent at issue and declined to
award lost profits on the '472 patent. Hoxge, on February 13, 2002, the court entered
judgment as a matter of law for St. Jude on both patents and conditgraaltgd a new trial for
St. Jude as to most issues on which it didpnevail at trial. Among dter things, the court found
the 288 and '472 patents invalid, the '472 ndtimged, ordered Guidant to pay St. Jude a
sanction of $300,000 for misconduct related to a Guidgpert witness, and ordered Guidant to
pay St. Jude’s costs, including attornefgss, if a retrial became necessary.

Following this ruling, in April 2002, Guidant atteeys advised Mirowski that they were
ceasing payment of royalties to Mirowski, ediArticle Ill, Section 3 of the 1973 License,

which provided that royalties wetpayable only on devices which are covered . . . by one or

more valid claims of a patent applicationoban unexpired patentdiuded in the Patent

> “The '472 patent claims a device and aopanying method for which the energy levels
for electrical shocks can be programmed extgrnafter the device haseen implanted in a
patient. The 288 patent clainasdevice and accompanying method that can be programmed for
what is called ‘multimode’ operation, meaning ttie device can respond to an arrhythmia with
one type of electrical thgog and then, if the first therapy is not successful, can proceed
automatically to administer otherptys or modes of electrical therapZardiac Pacemakers
2002 WL 1801525 at *1.



Rights.” Because the relevant claims of the 'p&@8&nt had been declared invalid by the court,
Guidant took the position that it was no longejuieed to pay royaltiesMirowski disagreed

with Guidant’s interpretation and a dispute arosiveen the parties as to whether Guidant was
still required to pay royalties. As discussed lglthat dispute would be formally addressed by
the parties in 2004.

In the meantime, Mirowski and Guidant appealealdistrict court’snvalidity decision
as to the’288 patent, which casted of a method claim (claim dphd an apparatus claim (claim
13); the "472 rulings were not appealed. Hoare Mirowski and Guidant jointly made the
strategic decision to appeal ornhe district court’s claim constction of method claim 4 of the
'288 patent. In the event thattrederal Circuit reversed thestlict court’s invalidity ruling,
this decision left the jury’s undging verdict as to noninfringeemt of apparatus claim 13 of the
'288 patent untouched. Thus, @sNovember 2002, when Guidant and Mirowski filed their
appellate brief, Guidant and Mirowski knevattonly a method claim remained at issue.

In January 2004, while the appeal regagdinethod claim 4 of the '288 patent was
pending, Mirowski and Guidant met to negotiateew license and resolve existing disputes
between Mirowski and Guidant. On January Z8)4, Guidant and Mirowski entered into a two-
page agreement (the “2004 Agreement”). Guidant promised to pay Mirowski royalties under the
following conditions:

In the event there is in the [Indiana Litigation] a final non-appealable judgment

that St. Jude infringes a valid claim o&tl288 Patent and th#te ‘288 Patent is

properly subject to the previously gtad patent term extension, GUIDANT will

pay to MIROWSKI a sum equal to allyalties that accrued pursuant to the

License Agreemehbn products covered by any such claims of the '288 Patent

from the date such royalty payments weuspended to the date of expiration of

the 288 Patent together with interestta prime rate as published in the Wall
Street Journal as compounded quarterly ftbendate payment is due to the date

® The “License Agreement” in this passage refers to the 1973 License.
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of payment. Such payment will be made by GUIDANT within ninety (90) days
after such decision becomes finatlarot subject to further appeal.

The 2004 Agreement further speed that if Guidant and Mowski did not prevail on
appeal, Guidant would pay Mirowski $15 million:

In the event that there iis the Litigation a final norappealable judgment that St.
Jude does not infringe the '288 Patémhether by non-infringement or because
an invalid claim cannot be infringedpbUIDANT will pay to MIROWSKI fifteen
million dollars ($15,000,000) within ninet®@) days after such decision becomes
final and not subject to further appeal.

This $15 million payment was consideration Kbirowski executing a release that provided:

MIROWSKI . . . releases and forewdischarges GUIDANT, its present
subsidiaries, directors, officers, empb@g, successors, assigns, and transferees
(collectively, the “Guidant Parties”) froremny and all causes of action, claims and
demands whatsoever in law or in equitgt any Mirowski Party has, had or may
have against any Guidant Party, based aarising from the [Indiana Litigation]

or from any non-payment of royalties ung@tents in the [Indiana Litigation].

Also on January 28, 2004, the parties amerohedrestated their license agreement (the
“2004 License”). With respect to infringement actions, the restated license provided:

GUIDANT shall have the righto bring and conduct swt actions in its name
against others for infringement of anytguat subject to this Exclusive License
Agreement, the same as if such patent were the exclusive property of GUIDANT;
and GUIDANT shall, subject to muuagreement between GUIDANT and
MIROWSKI, bring and conduct suit or agtis against any infringer whose annual
sales, rentals and leases ofiimfing devices exceed $75,000. MIROWSKI
agrees to join as a party plaintiffamy infringement suit or action brought by
GUIDANT under the terms of this Exclusive License Agreement; and
MIROWSKI shall have the right to paripate in any infringement suit or action
brought by GUIDANT under the terms ofglExclusive License Agreement.
GUIDANT shall pay all costs and expensésuch suit or action, and shall be
entitled to the proceeds thereof. Howe\ke, proceeds of such suit or action, less
all costs and expenses incurred by GANT in connection therewith, shall be
divided equally between GUIDANT and MIROWSKI.

While the Indiana Litigation was going on, Mirowskid Guidant were also co-plaintiffs against
St. Jude in a suit in Delaware (the “Delaware Litigation”), which involved a different patent

owned by Mirowski.



Defendant Boston Scientific acquired GuidemnApril 2006. A few months later, on July
29, 2006, Boston Scientific and St. Jude executedmplate settlement of four cases and patrtial
settlement of two others pending between BoStaientific and St. Jude. Those cases included
the Indiana Litigation and the De&lare Litigation involving the Mirarski patents. As part of the
settlement, Boston Scientific withdrew its dayaa claim for, among other things, lost profits,
price erosion, an “up-front” rofg payment, prejudgment interesind attorneys’ fees in the
Indiana Litigation and withdrew its damages iidor, among other things, lost profits, price
erosion, an “up-front” royalty payment, enhanceanages (i.e., treble damages and/or attorneys’
fees) and prejudgment interest in the Delawatigation. Although Boston Scientific’'s Chief
Patent Counsel testified in his deposition thastBo Scientific decided méo include Mirowski
in the settlement negotiations with Sidé, on June 15, 2006, Boston Scientific informed
Mirowski's counsel, Mr. Sidnegilver, that Boston Scientifiwas engaged in settlement
negotiations with St. Jude. M8ilver believed— based onpresentations from Boston
Scientific and St. Jude—that tikendow during which settlement negotiations were to take place
closed on June 30, 2006; if there were no setld by that date, the talks would end. Boston
Scientific did not communicate with Mirowski about the July 286tlement discussions or the
settlement until after it was signed.

Thereafter Mirowski agreed to the termglhd agreement betwe®&woston Scientific and
St. Jude in both the Indiana and Delaware Litayes. However, Mirowski and Boston Scientific
entered into a Reservation of Rights Agreenpeaserving Mirowski’s claims against Boston
Scientific for breach of contract and/or breach of the 2004 Léceriating to the settlement.

The “final non-appealable judgmenttemplated by the 2004 Agreement royalty

payment provision occurred on January 11, 2@HeCardiac Pacemakers, Inc. v. St. Jude



Med., Inc, 483 F.Supp.2d 734 (S.D. Ind. 2007) (grantingusiary judgment in favor of St. Jude
on ground of patent invalidity and alternativelagting Boston Scientific’'s motion for summary
judgment on ground that St. Jude’s@®d devices infringe claim 4gv'd in part Cardiac
Pacemakers v. St. Jude Med., )B7@.6 F.3d at 1348 (Fed. Cir. 200@n banc) (reversing district
court’s grant of summary judgment on invalidi#gd remanding for determination of damages),
cert. denied, Cardiac Pacemakers, Inc. v. St. Jude Med, 113@.S. Ct. 1088, 1089 (2010). On
May 5, 2010, Boston Scientific, Mirowski, and St. Jude entered into aagtgpubf dismissal of
the case; the court approved the stipalaind the case was closed. On September 10, 2010,
Boston Scientific paid Minaski $5,291,279.59, claiming that, undlee applicable provision of
the 2004 Agreement, it owed Mirowski royalt@s only 10% of its United States sales from
July 5, 2002, through December 11, 2003. After raadizhat it omitted royalties from the first
half of 2002 (under its 10% formula), Gaiuat paid another $1,384,241.79. Boston Scientific
explained its 10% payment as follows: “In calculgtthe royalty, we used a base of 10% of U.S.
sales, representing the produttat used the method of claim 4 in the U.S. and thus were
covered by the '288 patent.” Mirowski objectsthe payments, contending that more is due.

On May 31, 2011, Boston Scientific filed suitadigst Mirowski, seekig declarations of
noninfringement, satisfaction abyalty obligation, and no breach @dntract. Mirowski filed its
Answer and Counterclaims, of which the follogiremain and pertain to the summary judgment
motions:

e First Counterclaim for Breach of Caatt as to the Accrued Royalties

e Second Counterclaim for Breach@bntract for Improper Settlement

e Third Counterclaim for Breaobf Contract, Joint Venture

e Sixth Counterclaim for Unjust Enrichment



e Seventh Counterclaim for Constructive Fraud

Mirowski moves for summary judgment as to its First Counterctaithpartial summary
judgment as to its Second Counterclaim. BosScientific moves for summary judgment on each
of Mirowski’s counterclaims listedbove. The Court rules as follows.

Il. DISCUSSION

A. Mirowski’'s First Counterclaim for Breach of Contract

In its first Counterclaim, Mirowski asserthat Boston Scientific breached the 2004
Agreement when it refused to pay royalties orrertban 10% of the ICDs it sold during the
applicable period. Boston Scientific, in turngaes that it owed roytées on only 10% of the
ICDs it sold and has paid thoseyalties; therefore, bwes no further royalties and it has not
breached the 2004 Agreement.

The parties agree that the 2004 Agreeingewverns Boston Scientific’s royalty
obligations and they agree tH&ston Scientific’s obligationare governed by the following
provision:

In the event there is in the Litigation adl non-appealable judgment that St. Jude

infringes a valid claim of the '288 Pateantd that the '288 Patent is properly

subject to the previously granted pdteerm extension, GUIDANT will pay to

MIROWSKI a sum equal to all royalsehat accrued pursuant to the License

Agreement on products covered by any stiaims of the '288 Patent from the

date such royalty payments were suspdridaghe date of giration of the '288

Patent together with interest at th@ne rate as published in the Wall Street

Journal as compounded quarterly fromdlage payment is due to the date of

payment. Such payment will be mage GUIDANT within ninety (90) days

after such decision becomes finatlarot subject to further appeal.

The parties also agree thaé tbonditions precedent to theypaent under this section of the
agreement were met. The dispute arises ke#pect to what products are “covered by” the

method claim; in other words, the parties dispihie percentage of products on which royalties

accrue. Mirowski urges that “covered by” meaail ICDs capable gfracticing the method



claim, while Boston Scientific asserts thadVered by” should be read as synonymous with
infringement as that term is defined in an gftom the St. Jude Indiana Litigation — that is,
“actually practicing” the patented method clai@ardiac Pacemakers, Inc. v. St. Jude Med.,, Inc
418 F.Supp.2d 1021, 1039-42 (S.D. Ind. 2006).

The parties’ approaches to this inquiry giguite the paradox. Thearties agree that the
term is unambiguous — Mirowski argues that “tiein language of thidgreement leads to but
one conclusion,” Mirowski’s Br. at 29, No. 127, #ehBoston Scientific asserts that “Federal
Circuit precedent makes [its meaning] clear,’s®m Scientific’s Br. irOpp’n at 26, No. 136-1 —
yet they disagree about what tieiar, singular definition iSOf course, the parties’
disagreement over the meaning of thenteloes not ipso facto render it ambigudtLg., Roy A.
Miller & Sons, Inc. v. Indus. Hardwoods Corjg75 N.E.2d 1168, 1173 (Ind. Ct. App. 2002).
Rather, a term is ambiguous when reasonaldplpeould come to diffent conclusions about
its meaningld. The first step in the inquiry, then,tis determine whether there are multiple
reasonable interpretations of the term at issue.

The meaning of a contractual provision reflecke“intent of the parties at the time the
contract was made [as indicated by] the languagettie parties used &xpress their rights and
duties.”Allen v. Cedar Real Estate Grp., LI 236 F.3d 374, 381 (7th Cir. 2001) (applying

Indiana law)? Given the scope of the inquiry, the iqteetation urged by Boston Scientific is

"“When opposing parties agree that the doenimvhose meaning they dispute is not
ambiguous, all they mean is that they are cdritehave its meaning determined without the
help of any ‘extrinsic’ evidenceNatter of Envirodyne Indus., In29 F.3d 301, 304 (7th Cir.
1994). The Court therefore disregards the parties’ references to Mirowski's and Boston
Scientific’'s contemporaneoasd subsequent actior&ee id.

8 Neither party explicitly addresses wita applies to the contract, although both
parties periodically cite Indianlaw. In the absence of any argument on the subject, the Court
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problematic at the outset. BostBuientific argues that “covered by” can only mean “infringed,”
which, in the context of a method claim, regsieetual performance tfe method claim. This
was an explicit holding of the Federal Circuit whieaffirmed the districtourt’s holding to the
same effectSeeCardiac Pacemakergl18 F.Supp.2d at 1039-4&f'd, Cardiac Pacemakers

576 F.3d at 135%ert. deniedCardiac Pacemakerd30 S. Ct. at 1089. However, Boston
Scientific explains elsewhere that the partfpgsitions” and “understandings” of this term were
“modified” by those 2006 and 2009 decisions delingitthe scope of direct infringement of a
method claim. Boston Scientific’s Br. inpgp’'n at 21-22, No. 136-1. In other words, Boston
Scientific admits that the meaning it adv@asahow arose in part out of the 2006 and 2009
rulings. Thus, even if at the time the 208greement was executettie parties intended
“covered by” to mean “infringed” as they undexsd it at that time, it is clear that the position
urged by Boston Scientific today — that “coveét®/” means “infringed,” which means “actually
practicing” — is not a reasonabigerpretation of what the parties intended at the moment of
execution. Accordingly, Boston Scientific is not detl to summary judgmeiats to this claim.

A close reading of the provision furthemnders unreasonable Boston Scientific’s
argument that “covered by” means “actually picrg.” Boston Scientific’s possible royalty
obligations extend to only thopeoducts covered by method cladimbut that is as far as the
provision goes. Under the 1973 LicenMirowski was entitled to royalties on products covered
by valid claims; under the 2004 Agreement, Mirowiskeéntitled to royalties on products covered
by valid claimsthat are infringed by St. Judelowever, even at the time the agreement was

executed, there could never be a finding thaf@&e infringed claim 13 of the 288 patent,

assumes that Indiana law appli€ee Sun Studs, Inc. v. Applied Theory Assocs,. /lIfiz F.2d
1557, 1561 (Fed. Cir. 1985) (applying originating git¢aw to substantive, non-patent issues).

11



because the parties did not appeal the jury’sdmaf noninfringement as to claim 13. Yet claim

13 was ultimately held valid, which under the prior 1973 License and restated 2004 License
would appear to require the payment of royaltieproducts covered byahclaim. It appears

there could have been little argument tHal@Ds sold by Boston Sentific would trigger

royalty obligations under claim 1See, e.gCardiac Pacemaker$76 F.3d at 1358 (“the

damages on the apparatus claims would lcavered any sale of an apparatus toatild execute

the elements of the claims (emphasis in origin@l@rdiac Pacemakergt18 F. Supp. 2d at 1039

(“On the apparatus claim, a finding of imfgement would have made St. Jude liablalbn

device sales.”). Nevertheless, to further limibVered by” as Boston Scientific contends would

be to apply the particular circumstances of$helude litigation — aaction at law against an

infringer for damages after a patent had expirémlan entirely different situation — a bargain

struck between a patent owner and licensee while a patent was valid and before the prospective
licensee had entered the market, with thatdnargubsequently suspended by agreement — when
the language of the provision is not so resitre. To so limit theerm would ignore the
incentives for patent licensureza@dance of litigation, certainty abyalty expenses, and the first
mover advantage.

However, construing “covered by” to meanfringed” is a reasnable interpretation
when one considers the full meaning of that téffhe proprietary rightgranted by any patent
are the rights to exclude others from makingnagsor selling the invention in the United States.”
Ortho Pharm. Corp. v. Genetics Inst., IN62 F.3d 1026, 1031-32 (Fed. Cir. 1995) (citing 35
U.S.C. § 154). Thus, a product is “covered byjatented claim if thpatent owner could
exclude its manufacture, use,sale in the United States.dfish came to shove, a patent owner

would enforce his rights to “exclude” through thdicial system, but this construction is not

12



limited to actions at law. A patent owner magahssert his rights in equity, see 35 U.S.C. §
283, and it is through the lens ofusty that the breadth of thterm “infringed” and therefore
“covered by” is revealed. It sue that direct infringement an element of all actions for
infringementidi Ltd. P’ship v. Microsoft Corp.598 F.3d 831, 850 (Fed. Cir. 2010). With
respect to an action for infringement of a methladmn such as claim 4, this means that at least
some products must actually perform the pambethod before infringement will be fourd.

at 861. However, more than merely “actuallyfpening” products are subject to exclusion
when relief is forward-lookingpor once it is established thait least some products would
directly infringe the patent, thehe manufacture, saler use of all products may be enjoined if
induced infringement can be shov@8ee id(affirming district court’s grant of permanent
injunction prohibiting sale, offer of sale, ianport of products capable of executing method
claim at issue after affirming jury verdict amduced infringement, in part because reasonable
jury could have found that at least one penseriormed method claim). In other words, the
manufacture, use, and sale of productsdbatot actually perform the method, but are capable
of performing the method, may be enjoinethé elements of induced infringement can be
proved. Under the 2004 Agreement, a produttasered by” a method claim if the same

showing can be made.

® This construction also harmonizié® provisions of the contra&llen, 236 F.3cat 381.
As Mirowski points out, royalty olgations are calculated based“onitial sales” — that is, the
total aggregate sellingrice received by Guidant for a degiafter the deduction of discounts,
taxes, and delivery costs. 2004 License, Art. t. 8eThis calculation isearly impossible if
royalties are only due on thogeDs that, at some future point in time, will perform
cardioversion (method claim 4). Furthermaamore limited interpretation of “covered by”
strains common sense. Under Boston Scientifiderpretation, if the parties’ lost their suit
against St. Jude, meaning that Boston Scieifiald recover no damages from St. Jude, it is
obligated to paynoreto Mirowski than if they had an. Indeed, elsewhere Boston Scientific
characterizes the $15 million dollar paymenthes“minimum” consideration supporting the
release provision. Boston i8atific’s Br. at 29, No. 124.

13



While the interpretation urged by Mirowskk&s some aspects of this analysis into
account, Mirowski skips ahead when it argues sintipdy Boston Scientifiowes royalties on all
ICDs it sold. In order for a product to be “covetey” a claim, even in the context of induced
infringement, additional showings must be mdd® prove inducement, the patentee must show
direct infringement, and that the allegettimger ‘knowingly induced infringement and
possessed specific intent to eacage another’s infringement4i, 598 F.3d at 851 (finding that
reasonable jury could have cdumbed that infringer had “affirative intent to cause direct
infringement” when it saw and heard evidence alatlaged infringer’s online training and user
support resources, which provided detailed instructions on performing patented method).
Mirowski has not yet made these showings aedefore has not designated evidence sufficient
to entitle it to summary judgment on this claim.

The foregoing analysis has yielded only o@asonable interpretation of “covered by,”
and therefore the Court conclgdinat the term is unambiguoUpT]he construction of an
unambiguous written contract iqaestion of law for the courtAllen, 236 F.3d at 380, and it is
therefore appropriate for the Court to deterntireeparties’ obligations. Pursuant to paragraph
4(c) of the 2004 Agreement, Bost Scientific is obligated teemit to Mirowski royalties on
ICDs that Mirowski could have excluded frarmanufacture, sale, or use in the United States,
were it not for Boston Scientific’s license. Thigans that all ICDs that would “infringe” the
patent — whether in an action at law or a suéquity — are “covered by” the patent and trigger
royalty obligations. At this time, Boston Scieftihas paid royalties only on those ICDs that
directly infringe the patent. However, Mirokismay be entitled to additional royalties if

additional ICDs would be subject to permani@junction under thanduced infringement

14



framework. It is unclear based on the evidene®re the Court whether any additional ICDs
would be subject to injunctiosccordingly, neither party isntitled to summary judgmetfit.
B. Mirowski’'s Second Counterclam for Breach of Contract

In its second Counterclaim, Mirowski ajles that Boston Scientific breached the 2004
License when in settled with St. JudeB06. According to Mirowski, Boston Scientific
breached two clauses in the psieon of the 2004 License relating to infringement actions. First,
Boston Scientific did not elici¥irowski’'s “mutual agreemehas to the conduct of the
litigation, and second, Boston Scieittiflid not afford Mirowski itsright to paticipate” in the
litigation when it settled with St. Jude. 8 Court addresses each provision in turn.

Mirowski contends that Guidant’s “mutuadreement” was required with respect to the
conduct of the litigation, and dh mutual agreement was not @bed as to the settlement.
According to Mirowski, the phrase “subject to mutual agreement between Guidant and
Mirowski” in both the 1973 and 2004 Licenseséets a check on Boston Scientific’'s conduct
first by requiring Mirowski’s mutual agreaamt before Boston Scientific can bring an
infringement action against an infringer withles exceeding $75,000.” This interpretation leads
to absurd results. First, Mirowski argues ttag provision was added emable Mirowski to
“protect the value of itpatent portfolio,” because patditigation inevitably risks the ongoing
viability (and profitability) of the underlying pant. However, under Mirowski’s interpretation,
the contract permits Guidant to bring suit againfsingers with saletess than $75,000 without
first obtaining Mirowski's agreement. It seems thath an infringement suit bears as much risk

to the underlying patent as suitaaggst infringers with sales exceeding $75,000; yet in this case,

9 The Court is aware that Mirowski has mdver sanctions againBoston Scientific
due to spoliation of evidence and that oeguested sanction is summary judgment on
Counterclaim One. The Court will addseeMirowski’'s motion in due course.
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Mirowski is afforded no “check” on Boston Scientii@ecision to litigate and risk the patent.
Second, Mirowski’s interpretation means that Basscientific is undeno obligation to bring

suit if it does not also agreedo so. Under Mirowski’s interpreian, bringing suit is predicated
on “mutual agreement” between the partrest,on Mirowski’'s agreement alone. Yet this
effectively means that Boston Sci#ic forever retains the righbut not the obligtion, to file

suit. This constructionanflicts with the phrase “shall” in &12004 License, as well as the use of
the term “obligation” in the 1973 License.

The only reasonable interpretation of thegsler“subject to mutual agreement” in the
contract is that Boston Scientifisustbring and conduct suit agatnafringers with sales
exceeding $75,00@nlessMirowski and Boston Scientific age that suit should not be brought.
Read in this light, the requirement of “mutagreement” applies not to Boston Scientific’s
subsequent decisions in the course of lit@atbut rather explains the circumstances under
which Boston Scientific is relieved of its obligan to bring suit. This provision is therefore
completely inapplicable to Boston Scientific’s settlement with St. Jude.

Mirowski next argues that Boston Scieititreached the contract because it denied
Mirowski the “right to participate” in thatigation. Mirowski argues that the “right to
participate” clause imposes a duty®oston Scientific to disclosedHact of its negotiations as
well as seek or obtain Mirowskifgarticipation in tese negotiations. Mirowski’'s Br. at 28, No.
127. Assuming that Mirowski’s intpretation is correct, Mirowsks nevertheless not entitled to
summary judgment. It is undispat that the Mirowski familattorney, Sidney Silver, was
informed that Boston Scientific was engagedeéttlement negotiations with St. Jude, yet Mr.
Silver did not seek to be includén those discussions. Howevitlis also undisputed that Mr.

Silver believed the settlemewindow closed on June 30, 2006t negotiations continued and
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settlement was ultimately reached. Whether, esdlfacts, Mirowski was denied the “right to
participate” is a question for the jury. For themson, Mirowski is nagntitled to summary
judgment as to this claim.

C. Effect of Release on Mirowski’s Remaining Counterclaims

Boston Scientific argues that Mirowski’'onterclaims Two, Thae, Six, and Seven are
barred by the release and disgeprovision of the 2004 Agreentefhat provision provides:

MIROWSKI, for itself, its officers, owers, partners, agents, successors and

assigns (collectively, the “Mirowski Par&g, releases and forever discharges

GUIDANT, its present subsiaries, directors, officers, employees, successors,

assigns, and transfereesllectively, the “GuidanfParties”) from any and all

causes of action, claims and demands wieatsoin law or in equity that any

Mirowski Party has, had or may have against any Guidant Party, based on or

arising from the [Indiana Litigation] drom any non-payment of royalties under

patents in the [Indiana Litigation].

According to Boston Scientific, this provisionrbaMirowski’s remaining counterclaims because
these claims are based on or arise from the Indiana Litigation. However, according to Mirowski,
Boston Scientific may not enforce this provisiatause it committed the first material breach of
the 2004 Agreement.

“A party who fails to make payments as required by a contract is guilty of a breach
thereof” and “[a] party first glily of a material breach of calact may not maintain an action
against the other party or seek to enforce the contract against the other party should that party
subsequently breach the contratic¢occi v. Cardinal Assocs., In@92 N.E.2d 48, 52 (Ind. Ct.
App. 1986) (citation omitted). Accordingly, Boston Scientific breached the 2004 Agreement

because it owed royalties on more than 10% of@s it sold, but refused to pay what it owed,
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it may not enforce the release against MirowSKis a result, Boston Scitfic is not entitled to
summary judgment as to these claims at this juncture.
D. Calculation of Damages on Mirowski’'s Remaining Claims

Boston Scientific next argues that, eveNifowski’'s claims relating to settlement are
not barred by the release and discharge prawj it is nevertheless entitled to summary
judgment because Mirowski is unable to prove its damages to a reasonable degree of certainty.
Indiana law requires a plaintiff testablish damages with sufficient certainty to avoid speculation
or conjecture by the jury; otheise, the defendant is entitledjtmlgment as a matter of law.
Shepard v. State Auto Mut. Ins. C463 F.3d 742, 749 (7th Cir. 2006). However, assuming that
Mirowski can establish causatidhit should have little trouble &blishing its damages to the
requisite degree of certdyn If the jury finds that Boston &mtific and Mirowski would have
prevailed in their suits against St. Jude, the yutlythen simply determine what the damages in
that suit would have been, amuiry that will be based on themsa evidence that the St. Jude
juries would have heard. Surely Boston Scientifies not contend that the evidence it could
have presented to the St. Jude juries on dasnagald have been insufficient. It is likewise

sufficient here.

1 Boston Scientific does not argue that, eifénbreached the 2004 Agreement first, this
principle is somehow otherwise inapplicable to it.

2 The assumptions on which Boston Scientifiguas Mirowski must rely in order to be
successful -- for example, that the partiestid have necessarily maintained the dropped
damages claims at trial” even after Mirowsla@unsel suggested thanivt press its claim for
lost profits — are obstacles égtablishing causation, not damadgsse, e.gWarrior Sports, Inc.

v. Dickinson Wright, PLLC631 F.3d 1367, 1371 (Fed. Cir. 20149ting that plaintiff “must

still prove it would have been stessful in the underlying litigation but for the alleged errors”
(citations omitted)). However, as Boston Scientific frames the issue as a problem of damages,
not causation, the Coutbes so as well.
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V. CONCLUSION

Boston Scientific’s and Mirowski'motions for summary judgment ad&ENIED.

SO ORDERED: 11/30/2012

Wit I e

Hon. William T.Lawrence, Judge
United States District Court
Southern District of Indiana

Copies to all counsel of record via electronic communication.
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