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IN THE UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF UTAH

NAUTILUS, INC,, MEMORANDUM DECISION AND ORDER
DENYING MOTION TO LIFT STAY and
Plaintiff, GRANTING MOTION TO CONTINUE
V. STAY
ICON HEALTH & FITNESS, INC, Case N01:17<v-00154DN
Defendant. District JudgeDavid Nuffer

Plaintiff Nautilus, Inc. (“Nautilus”) seeks to lift the stafthis case becausiee U.S.
Patent and Trademark Office’s (“USPT@® parte reexamination proceedingisat formed the
basis for the stay areow resolved! Defendant ICON Health & Fitness, Inc. (“ICON”)
responde@nd fileda crossmotion seeking to continue the stagcause newx parte
reexamination proceedingse pendindpefore thdJSPTOand the relevant circumstancashe
casehave not materially changéd

Because the new reexamination proceedings adikelihood of simplifying the issuen
this casebecause discovery ot complete and trial has not besaneduled; and because
continuing the stay will not cause Nautilus undue prejudNeitilus’s Motion to Lift Stayis

DENIED andICON'’s Motion to Continue Stdyis GRANTED.

! Plaintiff's Motion to Lift Stay and Memorandum in Support (“Motion to Lifag’), docket no. 107filed Dec. 12,
2018.

2]CON Health & Fitness, Inc.'s Memorandum (1) Opposing Motion to Ltdy%nd (2) Supporting Croddotion
to Continue Stay (“ICON'’s Responsetiocket no. 110filed Jan. 11, 2019CON Health & Fitnesdnc.’s Cross
Motion to Continue Stay (“Motion to Continue $tp docket no. 111filed Jan. 11, 2019.

3 Docket no. 107filed Dec. 12, 2018.
4 Docket no. 111filed Jan. 11, 2019.
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BACKGROUND

On September 4, 2018, this case was stayed pending the final resolutiod8PH@’s
ex parte reexamination proceedingsgardingNautilus'sfour asserted patentsTwo months
after thestay’'s issuancehe USPTOssuedEx Parte Reexamination Certificatesvhich resolved
thereexaminatiorproceedings: 59 of thessertegbatents’ 158 claims, including 52 of the 127
claimsasserted against ICQNurvived the reexamination proceedifigs.

However, in October and November 2018, ICON filed new requests farte
reexaminatiorof Nautilus’sasserted patenfsThe USPTO grantetheserequest$. And in
December 2018, the USPTO issued Notmelsitent to Issud&x Parte Reexamination
Certificate for two of the asserted patentd.S. Patent No. 6,689,019 and U.S. Patent No.
8,323,155—confirming thpatents’ claims. The USPTCalsoissuedNon-Final Office Actions
objecting to orejecting36 claimsin the othertwo asserted patertsJ.S. Patent No. 7,632,219
and U.S. Patent No. 7,341,542—which provitiaditilusthe opportunity to respond.Nautilus
indicates that it will bepromptlyfiling resposes contesting the objection to and rejection of

thesepatents’ claimg?

5 Memorandum Decision and Order Granting Motion to Stay (“Order to Séy)docket no. 103filed Sept. 4,
2018.

6 Declaration of J. Christopher Carraway in Support of Plaintiff's MotoLift the Stay (“Carraway Declaration”)
13, docket no. 104, filed Dec. 21, 2018:x Parte Reexamination Certificatedpcket no. 102, Dec. 21, 2019;
ICON'’s Responsat 1.

" Carraway Declaration  TCON’s Responsat 3.
8 Orders Granting Request fEx Parte Reexaminationgdocket no. 112, filed Jan. 11, 2019.

® Declaration of Andrew M. Mason in Support of Nautilus’ CombinegliR on its Motion to Lift the Stay and
Opposition to Defendant’'s Cra#éotion to continughe Stay (“Mason Declaration”) 145 docket no. 11, filed
Jan. 22, 2019; Notice of Intent to IsdbeParte Reexamination Certificatelocket no. 112, filed Jan. 22, 2019;
Notice of Intent to IssuEx Parte Reexamination Certificatglocket no. 11:3, filed Jan. 22, 2019.

10 Mason Declaration 19 6, 8.
1d.
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DISCUSSION

Nautilus seeks to lift the stay of this case becaust 8T O’sreexamination
proceedings that wepending at the timthe stay issuedrenow resolved? ICON does not
disputethat the original basis for the stay is resol¥&But ICON argues the stay should
continue because the USPTO grantsdequests fonew reexamination proceedinggarding
Nautilus'sasserted patenté These new reexamination prodeggsare currently pendingt the
USPTQ'® Nautiluscounters by arguinthatextendingthe staywould beprejudicial because
ICON can continuéo fil e new requests for reexaminatjomhichwill lead to a stay of indefinite
duration?®

“[Clourts have ‘inherent power to manage their dockets and stay proceedings, mcludin
the authority to order a stay pending conclusion of a [US]PTO reexaminatidfiTThere is a
liberal policy in favor of granting motions to stay proceedings pending ticernetof USFO
reexamination proceeding$®*[T]he three factors courts routinely employ in determining
whether to stay a patent infringement action pending reexamination [ar@h€fl)er a stay will
simplify the issues in question and trial of the case; (2) whdikeovery is complete and a trial
date has been set; and (3) whether a stay would unduly prejudice or present atidehr ta

disadvantage to the non-moving party These factors are considered anew each timetin

2 Motion to Lift Stay at 45.

13 Carraway Declaration { 8x Parte Reexamination CertificatesCON’s Responsat 1.
14]CON’s Responsat 2.

15 Orders Granting Request fx Parte Reexamination.

16 Motion to Lift Stay at 57.

17 Pool Cover Secialists Nat., Inc. v. Cover-Pools Inc., Case No. 2:08v-00879DAK, 2009 WL 2999036, *1 (D.
Utah Sept. 18, 2009yjuotingEthicon, Inc. v. Quigg, 849 F.2d 1422, 14287 (Fed. Cir. 1989)

8 1d. at *2 (quotingASCII Corp. v. STD Ent. USA, Inc., 844 F.Supp. 1378, 1381 (N.D. Ca094).

191d. at *1 (citingIn re Cygnus Telecomm. Tech., LLC, 385 F.Supp.2d 1022, 1023 (N.D. Cal. 20@)erain
Software, LLC v. Amazon.com, Inc., 356 F.Supp.2d 660, 662 (E.D. Tex. 2005)
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for stay is made. Aatfactorssupport a case’s stay in one instance does not necessarily mean
they will supporta stayin subsequent motiorier stay

The newreexamination proceedings have a likelihood of simplifying the issues fhis case

Although he reexamination proceedintp@tformedthe basis for the case’s stay amv
resolve¢?® the USPTO grantel©ON'’s new requestfor ex parte reexamination of Nautilus
asserted patenfd The USPTQcould granthesenew requests only Byletermir{ing] that‘a
substantial new question patentability affecting any claim of the patfshtoncerned [wa
raised by the requds}.” 22 And inthe new reexamination proceedings, th8PTO has already
confirmed the claims in two of Nautilus’s asserted patétdasd initially objectedto orrejected
36 claims inthe other two asserted patefits.

Under these circumstances, the new reexamination proceedings havid@olikef
simplifying the issues in this cada.the reexamination, Nautilus has the opportunity to, and
will, contest the claims that were initialbpjected to andejected?® But the USPTO’s decision
will still be “beneficial in the simplification of litigatiofi?® “Any claims that are cancelled
during examination will not need to be litigatedfJAnd even if the USPTO does not cancel the

patents’claims, the reexamination will “provide valuable analysis” of the priof®arherefore,

20 Ex Parte Reexamination Certificates.
21|CON’s Responsat 3; Oders Granting Request f&x Parte Reexamination.
22|n re Swanson, 540 F.3d 1368, 1375 (Fed. Cir. 20Q8dioting35 U.S.C. § 303(3)

23 Mason Declaration 18; Notice of Intent to Issuex Parte Reexamination Certificatelocket no. 112; Notice
of Intent to Issu&x Parte Reexamination Certificatelocket no. 113.

24 Mason Declaration 11 6, 8.

25 1d.

26 Pool Cover Specialists Nat., Inc., 2009 WL 2999036at*2 (quotingEthicon, 849 F.2d at 1428
271d. (quotingEthicon, 849 F.2d at 1428

2|d.
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the first factor favors continuing tlease’sstaypending resolution of the new reexamination
proceedings

This case is not in advanced procedural stages

This caseis not in advanced procedural stages. Nothing has changeddasiesince the
staywas put in place on September 4, 2018. Discovery and claim construction remain
incomplete, and no trial date is sEherefore,the second factor favors continuing ttese’sstay
pending resolution of the new reexamination proceedings.

Continuing the stay will not cause Nautilus undugorejudice

Nautilusargues that continuing the stay will cause it prejudice because ta®N
continue to request round after roundeoparte reexamination, effectively receiving a “never
ending stay’of theinfringement claimsn this case?® Nautilus also argues that ICON gains a
tactical advantage froits serialex parte reexamination requests becatdautilusis bound by
the USPTO'’s decisianbut ICON may still introduce the same prior art references in court to
challenge Nautilus’s infringement claims. In essence, Nautilus’'s ardgsiaenthat the statutory
scheme regding ex parte reexamination is inefficient and inherently prejudicial. These
arguments lack merit.

“Delay inherent in the reexamination process does not constitute, by itself, undue
prejudice.®® And serial requests for reexamination have diminishing returns with both the
USPTO and motions to stay litigation. The USPTO’s “substantial new question ofghéity”

requirement in reexamination “act[s] to bar reconsideration of any argumesdyatecided by

29 pPlaintiff's Combined Reply on its Motion to Lift the Stay and Opposition tfeBaant’s Cros/otion to
Contirue the Stay at (‘Nautilus’s Reply”) docket no. 112filed Jan. 22, 201%¢e also Motion to Lift Stay at 57.

30 Pool Cover Specialists Nat., Inc., 2009 WL 2999036at*2 (quotingSFK Condition Monitoring, Inc v. SAT Corp.,
2008 WL 706851, *6 (S.D. Cal. Feb. 27, 2008)
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the [USPTQO], whether during the original examination or an earlier reaation.”®! Therefore,
as prior art references diminish, so tces a party’s ability to request and be grameparte
reexaminationAnd each motion to stay litigatiqmendingex parte reexaminations analyzed on
its own meritsCourts have discretion to determine when it is appropriate to stay litigation
pending reexamination, and when such a stay will cause undue prefublisgay will not
necessarily be granted solely because USPTO reexamination proceediregglarg.p

Congess has chosen to implement a statutory schieag@ermitoncurrent
proceedings oJSPTOex parte reexaminatiorand courtitigation. Ex parte reexaminatiorby
definition is one sided. ICON can only request that the USPTO consider a prefesghce.
Unlike Nautilus,ICON does not have the opportunity to participate in the reexamination
proceedings after making a requ&stt is not prejudicial to allow ICON to later raise its
arguments regarding prior art in courhe statutoryscheme provideaverues for both parties to
have their arguments regarding prior art heard and decided.

Nautilus has failed tdemonstrate that the continued stay of this case pending resolution
of the new reexamination proceedings will cause it undue prejudice. Nautilus poyntts onl
effectsinherent to the statutory scheme which, by itself, does not constitute undue pr&judice.
Regardlessthe new reexaminatioproceedings arprogressingThe USPTChas already
confirmed the claims itwo of Nautilus’sasserted patesit® And Nautilusindicatesthat it will

promptly file responsecontesing the USPTO'’s initial rejection &0 claims in its other two

31 1n re Swanson, 540 F.3d at 137@nternal quotations omitted).
32 Pool Cover Specialists Nat., Inc., 2009 WL 299903gat*1.
3335 U.S.C. 804

34 Pool Cover Specialists Nat., Inc., 2009 WL 2999036at*2.

35 Mason Declaration 1-8; Notice of Intent to IssuEx Parte Reexamination Certificatelocket no. 112; Notice
of Intent to Issudx Parte Reexamination Certifiate,docket no. 113.
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asserted patent§ Therefore, the third factor favors continuing the case’s stay pending i@solut
of the new reexamination proceedings.

Estoppel does not apply tdCON'’s requests forex parte reexamination

Nautilusargueghat if the stay is continuet;ON should be estopperomusing prior
art the USPTO considered during reexamination as part of its invalidity defiethsedase’’
Nautilus also argues that ICON should be estopped from making additional reyjtreste
USPTOfor ex parte reexaminatior?® Nautilus points to the statutory provision for estoppel in
inter parties review,®® maintaining that the same should applgtparte reexaminatiorf®
Nautilus’s argument lacks merit.

If Congress had intended for estoppel to applgxtparte reexamination, it would have
included provision for iin the statutory languag&nlike inter parties review;*! Congress did
not include provision for a party to be estopped in court from arguing prior art consigie¢hed b
USPTO during reexamination. Nor did Congress include landuagmg the number of
requess forex parte reexaminatiora partymay make Instead, the statutory langudge ex
parte reexaminatiorprovides that[a]ny person at any time may file a requestr@examination
by the [USPTO] of any claim of a patent on the basis of any prior art*?> Antl reexamination

is limited by the requirement thatarty’srequest must show “a substantial new question of

3¢ Mason Declaration 11 6,8.
37 Nautilus’s Reply at 9.
381d.

335 U.S.C. § 315(€)

40 Nautilus’'s Reply at 89.
4135 U.S.C. § 315(e)(2)
421d. 8302
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patentability.”3 And “[a] determination . . that no substantial new question of patentability has

been raised [is] final and nonappealaliteEstopping ICON fronusingprior art the USPTO

considered during reexaminationits invalidity defense in this caser from making additional

requests foex parte reexaminationwould be contrary to the statutory scheme Congress created.
Therefore, because the new reexamingpimteedings have a likelihood of simplifying

the issues in this case; because discovery is ongoing and trial has not beendchedule

because continuing the stay will not cause Nautilus undue prejudice, Nautiltss b Lift

Stay* is DENIED and ICQ’s Motion to Continue Stéis GRANTED.

ORDER

IT IS HEREBY ORDERED thaautilus’s Motion to Lift the Stalf is DENIED and
ICON'’s Motion to Continue Std§is GRANTED. This case is STAYED pending a final
resolution of thanewex parte reexamination proceedings regarding Nautdesserted patents,
including any related appeals. This stay will not automatically lift. Either paatyfile a motion
to lift the stay pon the final resolution of theewex parte reexamination proceedings.

Signed February 13, 2019.

BY THE COURT

Py M

David Nuffer U
United States District Judge

431d. § 308(a)
441d. § 303(c)
45 Docket no. 107filed Dec. 12, 2018.
46 Docket no. 111filed Jan. 11, 2019.
47 Docket no. 107filed Dec. 21, 2018.
48 Docket no. 111filed Jan. 11, 2019.
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