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INTHE UNITED STATESDISTRICT COURT

FOR THE WESTERN DISTRICT OF VIRGINIA
CHARLOTTESVILLE DIVISION

UNIVERSITY OFVIRGINIA
PATENT FOUNDATION, CiviL No. 3:08-cv-00025

Plaintjiff,
V. MEMORANDUM OPINION

GENERAL ELECTRIC COMPANY
d/b/a/GE HEALTHCARE, JUDGE NORMAN K MOON

Defendant.

This matter is before the Court uponf@eant's Motion for Summary Judgment of
Intervening Rights (docket no. 18&hd Plaintiff’'s Motion for Caeification to Appeal (docket
no. 188). The Court has fully considered the arqumand authorities set forth in the parties’
filings, as well as those preged at the April 27, 2011 hearing-or the following reasons, the
Court will deny Defendant’s Motion for Summary Judgment of Intervening Rights and deny
Plaintiff's Motion for Certification to Appeal.

|. BACKGROUND

Plaintiff University of Virgnia Patent Foundation (“Patent Foundation”) alleges that
Defendant General Electric Company d/b/a GiEalthcare (“GE”) infinged and continues to
infringe United States Patent No. 5,245,28282 Patent”) for an invention entitled “Three-
Dimensional Magnetic Resonance Imaging.” TR&2 Patent describes an invention of “a rapid
process for producing three-dimensional magnesonance imaging” through a pulse sequence

which is referred to as 3D MP-RAGE. aih 1, its only independ claim, provides:
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In a method for producing a sef magnetic resonance three-
dimensional image data, a pregi@n-acquisition-recovery pulse
sequence cycle comprising the steps of:
a—a magnetization preparation period in which a series of at
least one of RF pulses, gradidigld pulses, and time delays
are applied to encode the desired contrast properties in the form
of longitudinal magnetization,
b—a data acquisition period, said data acquisition period
including at least twoepetitions of a gradient echo sequence to
acquire data for a fraction of k-space,

c—a magnetization recovery pedi which allows T1 and T2
relaxation before the start tife next sequence cycle, and

d—repeating steps a, b and ciumat predetermined k-space
volume is sampled.

Claim 4, which is dependent on Claim hdawvas canceled by the Patent Foundation in
reexamination, provides:

The method of claim 1, whereisaid magnetization recovery
period has a time of zero.

A more detailed summary of the procedural history of this litigation is included in the
Court’s two previous opinions on this matte&§ee Univ. of Va. Patent Found. v. Gen. Elec, Co.
755 F. Supp. 2d 709 (W.D. Va. 2010) (“Opiniondniv. of Va. Patent Found. v. Gen. Elec. Co.
755 F. Supp. 2d 738 (W.D. Va. 2011) (“Reconsiderafpimion”). Briefly, the ‘282 Patent was
granted in 1993. In May 2008, the Patent Fotindabrought this infringement action against
GE. Subsequently, GE filed a third party requeish the United States Patent and Trademark
Office (“PTQ”) for ex partereexamination of the ‘282 Paterarguing that certain prior art
anticipated or rendered obvious several claimghef282 Patent, includg Claim 1 and Claim
4. The PTO granted the request for reexamindtemause it raised substantial new questions of

patentability. Upon reexaminatiotihe PTO rejected all of the claims in question. Specifically,



the PTO rejected Claim 1 because it wascgrdaied and rendered obvious by prior art, and it
rejected Claim 4 because it was rendered obvious by prioDespite its earlier position that
Claim 4 was patentable over prior art, thaelaa Foundation filed an Amendment canceling
Claim 4. The Patent Foundation argued to th® Pfiat the magnetization recovery period in
Claim 1 must be a finite periaaf time, and therefore Claidhimproperly depended from Claim

1 because it disclosed a magnetization recoperyod of time zero. The Patent Foundation
proceeded to distinguish the ‘282t&a from prior art on the basis of the existence of a finite
magnetization recovery period that allows &hd T2 relaxation. Based on the Patent
Foundation’s response, the PTO hditew all of its rejections athe claims (except for those
pertaining to the canceled Claim 4) and isstlezl reexamination ceficate on May 4, 2010.
The PTO specifically relied updhe fact that the magnetizatioecovery period corresponded to
a finite period of time in ordep distinguish the sequoeing process discloden the ‘282 Patent
from similar processesstilosed in prior art.

After reexamination concluded, GE moved fmartial summaryydgment, requesting a
finding of no liability for any infringement #t occurred prior to the issuance of the
reexamination certificate. The parties also esfied that the Court perform claim construction
to resolve the meaning of dispdtterms in the ‘282 Patent. In the Opinion, | determined that
from the period of the patent’s filing date te reexamination, the term “magnetization recovery
period” encompassed the possibilif having a duration of zerol then held that the Patent
Foundation’s arguments in reexamination andcéacellation of Claim 4 operated as a clear
disclaimer of the possibility of the recovery period being zero and effectively narrowed the scope
of the claim without explicitly amending itenguage. After | found that the meaning of

“magnetization recovery period” was changedr@examination, | proceeded to hold that the



change was substantive, and, pursuant toU3S.C. 88 307(b) and 252, that the Patent
Foundation was precluded from collecting for infflgment of Claim 1 prioto the issuance of
the reexamination certificate. Accordiggll granted GE’s motion for partial summary
judgment, which sought a judgment of no liabiliyy all claims of infringement prior to
reexamination.Univ. of Va. Patent Found755 F. Supp. 2d 709. The Patent Foundation moved
for reconsideration of th®pinion, which | deniedUniv. of Va. Patent Found755 F. Supp. 2d
738.

Presently, the Patent Foundation moves @uwurt to certify tle Opinion and the
Reconsideration Opinion for an interlocutory epgbto the United States Court of Appeals for
the Federal Circuit. GE moves for summanggment of absolute and equitable intervening
rights. Pursuant to a stipulation by both parties, | stayed the proceedings pending the outcome of
the instant motions.

Il. APPLICABLE LAW

Summary judgment is appropriate if “thewant shows that there is no genuine dispute
as to any material fact and thewant is entitled to judgment asratter of law.” Fed. R. Civ. P.
56(a). In order to preclude summary judgmehg dispute about a material fact must be
“genuine,’ that is, if the evidence is such tlmateasonable jury could return a verdict for the
nonmoving party.” Anderson v. Liberty Lobby, Inc477 U.S. 242, 248 (19863ge alsaJKC
Holding Co. v. Wash. Sports Ventures, |64 F.3d 459, 465 (4th C2001). However, if the
evidence of a genuine issue of material fact “isatyecolorable or is not significantly probative,
summary judgment may be granted®hderson477 U.S. at 250. “As tmateriality . . . [o]nly
disputes over facts that might affect thetcome of the suit under the governing law will

properly preclude the entry of summary judgmend.’ at 248.



Once a motion for summary judgment i®perly made and supported, the non-moving
party may not rely merely on allegations or deial its own pleading, ther it must set out
“specific facts showing that ther® a genuine issue for trial.Celotex Corp. v. Catretd77 U.S.
317, 324 (1986). When considering a summary juglgrmotion, the court must view the facts
in the light most favorable to the party opposing the motiustin v. Clark Equip. Cp48 F.3d
833, 835 (4th Cir. 1995). “[T]he court must draN reasonable inferences in favor of the
nonmoving party, and it may not make credibildgterminations or weigh the evidence.”
Reeves v. Sanderson Plumbing Prods., B®20 U.S. 133, 150 (2000).

[11. MOTION FOR CERTIFICATION TO APPEAL

The procedure for appealing intecutory orders of the disti court is governed by 28
U.S.C. § 1292(b), which provides, pertinent part, as follows:

When a district judge, in making in a civil action an order not
otherwise appealable under this gattshall be of the opinion that
such order involves a controlling egtion of law as to which there
is substantial ground for difference of opinion and that an
immediate appeal from the ordenay materially advance the
ultimate termination of the litigatig he shall so state in writing in
such order. The Court of Appls which would have jurisdiction
of an appeal of such action ménereupon, in its discretion, permit
an appeal to be taken from suchlen; if application is made to it
within ten days after the entry of the order . . . .

In summary, leave to file an interlocutoappeal should be granted only when (1) the
order involves a controlling quésh of law, (2) as to which #re is a substantial ground for a
difference of opinion, and (3) immediate appealld materially advancte termination of the
litigation. To show that an farlocutory appeal is warranteshder 8 1292(b), the burden is on
the prospective appellant to demonstrate “thaeptional circumstances justify a departure from

the basic policy of postponing appellate reviewtl after the entry of a final judgment.”

Coopers & Lybrand v. Livesay#37 U.S. 463, 475 (19783ee also Lovelace v. Rockingham



Mem’l Hosp, 299 F. Supp. 2d 617, 623 (W.D. Va. 20045€ction] 1292(b) should be used
only sparingly and, thus, its requirements arettraonstrued.”). Becausgaterlocutory appeals
should be granted only in limited circumstandés, requirements for granting an interlocutory
appeal “are to be strictlgonstrued and applied.North Carolina ex rel. Howes v. W.R. Peele,
Sr. Trust 889 F. Supp. 849, 852 (E.D.N.C. 1995) (citMygles v. Laffitte 881 F.2d 125 (4th Cir.
1989))}

The Patent Foundation seekstifieation of the Opinionand Reconsideration Opinion
based on the following four questions: “(1)etther 35 U.S.C. 8§ 307(b) can be applied to
claim 1, which was not amended in the reexatnom; (2) whether the claim 1 ‘magnetization
recovery period’ can have differeconstructions before and aftthe reexamination certificate;
(3) whether it was proper to construe claim 1 to have an optional ‘magnetization recovery
period’ before the reexamination certificatend (4) whether the&Court properly found a
prosecution disclaimer of a claim 1 ‘magneti@a recovery period’ ofzero.” (Pl.’s Mot.
Certification Appeal 1.) kannot grant the Patent Foundat®omotion because none of the
guestions identified by the Patent Foundation wech controlling question of law, and an
immediate appeal of the Opam and Reconsideration Opiniorilwnot materially advance the
termination of the litigation.

The United States Court of Appeals for tReurth Circuit has defined a controlling
guestion of law to be one that presents arbwa question of pure law kose resolution will be

completely dispositive of the litegion, either as a legal or pretl matter, whichever way it

! The law of the regional circuit, in this case, that @& tnited States Court of Appsaior the Fourth Circuit, is

used to determine procedural questions not unique to patentlaiv. of W. Va. Bd. of Trs. v. VanVoorhi842

F.3d 1290, 1294 (Fed. Cir. 2003)arquip, Inc. v.Fosber Am., In¢.198 F.3d 1363, 1369 (Fed. Cir. 1999). | also

take guidance from the decisions of the United States Court of Appeals for the Federal Circuit on whether to grant
interlocutory review of an order certified for appeal by a district coBete e.g, Century Wrecker Corp. v. Vulcan

Equip. Co, 902 F.2d 43 (Fed. Cir. 1990) (unpublishedgctra Fitness, Incv. Pac. Fitness Corpl135 F.3d 777

(Fed. Cir. 1998) (unpublished).



goes.” Fannin v. CSX Transp., IndNo. 88-8120, 1989 U.Rpp. LEXIS 20859, at *16, 1989
WL 42583 (4th Cir. Apr. 26, 1989%ee alsd_ovelace 299 F. Supp. 2d at 623. Although the
guestion whether 35 U.S.C. 8§ 307(b) appliesatolaim that was not explicitly amended in
reexamination is a narrow question of pure lawrasolution on appeal would not dispose of the
present suit as either a legal or practical matk@llowing from my interpretation that the term
“amended” in 8§ 307(b) was not limited to éiggly amended claims, | held under 35 U.S.C.
8§ 252 that GE was protected frdmbility for any infringementprior to the isuance of the
reexamination certificate. This decision disposed substantial portion of the period of time of
infringement for which redress is sought. If 8 307(b) is determined on appeal not to apply to the
circumstances here, then the litigation would cargion the claim of infringement of the entire
period alleged, including the perid&fore the issuance of the raexnation certificate. Such a
result would not dispose of the litigation. To tentrary, it would increaste length of time of
infringement at issue for trial. For this reasoartifying this question for appeal would also not
materially advance the temation of the litigation.

The Patent Foundation arguesttimmediate appeal wouldclusively settle the time
period for which GE can be held liable for infringement, which would better position the parties
for settlement. Given the heavily contested natfréhis litigation to date, any possibility of
settlement is simply too speculaito give weight in this coigeration. The Patent Foundation
also asserts that it would be inefficient toqaed with litigation of the few remaining issues, at
the risk that the Court’s judgment will be reverseudl the parties will need to litigate claims for
the entire period of infringement. But with staof the time period of infringement removed

from the case, it seems more efficient to adklthe remainder and allow the entire matter to be



appealed from the final judgmentthie district court. | am nobavinced that any pretrial effort
and expense will be saved by certification.

The question whether the magnetization vecp period in Claim 1 can be given
different constructions beforend after reexamination would als@t be completely dispositive
of the litigation or materiallydvance the completion of the litigai. If it is found that the term
must be given only one construti then it is likely that GRvould not merit a finding of no
liability prior to reexamination because thereuM be no substantive change in the meaning of
magnetization recovery period. As with thetfigeiestion for certificatin, this outcome would
enable claims for the entire period of alleged ngeament to proceed to trial, rather than remove
claims or speed the case to completion.

The third and fourth proposed questions fatifteation do not present issues that would
be completely dispositive of the litigation, nor do they present questions for which there are
substantial grounds for a differenof opinion. The Fedal Circuit has stated that even though
parties often desire to make interlocutory egdp from claim construction decisions made by
district courts, no special accommodatfon these requests should be givesystrom v. TREX
Co, 339 F.3d 1347, 1350 (Fed. Cir. 2003) (“[P]iecenitiglation is as strictly precluded by the
rule of finality for patent cases as it is for asther case. Until the rules are changed, the parties
and the district courts are obliged to conclude patent cases in strict compliance with the finality
rule to avoid unnecessary litigation over jurisdingl issues in perfeciy an appeal.”). In
addition, determination of these two issueguiges scrutiny of theafctual record of the
reexamination proceedings and of the claims spetification of the ‘282 Patent. Interlocutory
appeal is not meant to embroil courts of appeal in factual det&isnin 1989 U.S. App.

LEXIS 20859, at *15. Review of ¢hCourt’s construction of “ngmetization recovery period”



would require an understanding of the concepts nlyidg the ‘282 Patent and a familiarity with
its claims and specification. Review of theutt's determination that the Patent Foundation
disclaimed a portion of the meaning of Clainmlreexamination would require examination of
the entire prosecution record on reexamorati These questions of law are too “heavily
freighted with the necessity for factual assessmentie appropriate for interlocutory review.
Id.

V. MOTION FOR SUMMARY JUDGMENT OF INTERVENING RIGHTS

An alleged infringer of a reissued or reexaed patent may be protected from liability
by the second paragraph of 35 WLS§ 252, which sets forth thetémvening rights of the alleged
infringer. The second paragraph of § 252 prawifte two separate and distinct defenses under
the doctrine of intervening rights: absolute méning rights and equitable intervening rights.
BIC Leisure Prods. v. Windsurfing Int’l, Incl F.3d 1214, 1220 (Fed. Cir. 1993). The second
paragraph consists of two sentences which esddtwo distinct situeons and provide two
different types of protectionid.
The first sentence defines absolutervening rights. It provides:

A reissued patent shall not abridgeaffect the right of any person

or that person’s successors inibess who, prior to the grant of a

reissue, made, purchased, offereddd, or used within the United

States, or imported into the Unit&dates, anything patented by the

reissued patent, to contie the use of, to offer to sell, or to sell to

others to be used, offered for sale, or sold, the specific thing so

made, purchased, offered for salesed, or imported unless the

making, using, offering for sale, or selling of such thing infringes a

valid claim of the reissued patent which was in the original patent.
35U.S.C. §252, 12, sent. 1.

This sentence provides an accused infringéh whe absolute right to use or sell a

product that was made, purchased, offered to selysed before the grant of the reissue or



reexamined patent as long as this activity dogsnfionge a claim of the reissue or reexamined
patent that was in the original patei@eeBIC Leisure Prods.1 F.3d at 1220-21This absolute
right extends only to anything madaurchased, offered to sell, osed before the grant of the
reissue or reexamined pate@ee id. In other words, it covers paducts already nike at the time
of reissue or reexaminationld. Because of the &eity prior to reexamination, an infringer
might enjoy an intervening right “to continue athwould otherwise be infringing activity” after
reexamination. Seattle Box Co. v. Indus. Crating & Packing, |nt56 F.2d 1574, 1579 (Fed.
Cir. 1985) (‘Seattle Box I).
The second sentence of the second paragraph of section 252 defines equitable intervening
rights. It provides:
The court before which such matts in question may provide for
the continued manufacture, use, offer sale, or sale of the thing
made, purchased, offered for sale, used, or imported as specified,
or for the manufacture, use, affeor sale, or sale in the United
States of which substantial pregtdon was made before the grant
of the reissue, and the court may also provide for the continued
practice of any process patentedtbhg reissue that is practiced, or
for the practice of which substaadtpreparation was made, before
the grant of the reissy to the extent and under such terms as the
court deems equitable for the protion of investments made or
business commenced before the grant of the reissue.

35U.S.C. §252, 12, sent. 2.

By its terms, this sentence provides for toairt to grant much broader rights than does
the first sentence.BIC Leisure Prods.1 F.3d at 1221. The second sentence permits the
continued manufacture, use, offer for sale, d& & additional products covered by the reissue
or reexamined patent when the infringer made, purchased, offered for sale, or used identical

products, or made substantial pregtions to make, use, offer for sale, or sell identical products,

before the date of the issuance of the reexamined paSsdid. This equitable right is not

10



absolute.ld. The court may only provide for the conted manufacture, use, offer for sale, or
sale “to the extent and under such terms asciburt deems equitable for the protection of
investments made or business commenced” 35 U.S.C. § 252, | 2, sent. 2.

GE seeks intervening rights for any infringing activity that occurred after the issuance of
the reexamined patent. The ‘282 Patentldssd a method for producing a set of magnetic
resonance three-dimensional image data, alsadcalpilse sequence. In GE’s commercial MRI
systems, a pulse sequence is programmed inw&asefapplication on a computer used to control
the MRI scanner. (Bayram Defl.3, Mar. 3, 2011.) Itis only by the execution of the software
application that an MRIcganner will perform a pulse sequence for MRI imagind.) (

At the outset, the Patent Fouttida claims that interveningghts are not available where
“the making, using, offering for saler selling of [the specific thg] infringes a valid claim of
the reissued patenthich was in the original patefit 35 U.S.C. 8§ 252, | 2, sent. 1 (emphasis
added). The Patent Foundatiogwes that Claim 1 “was in the original patent” because the text
of the reexamined Claim 1 is identical to tk&tClaim 1 in the origial patent, and no explicit
amendment was made to Claim 1. Under GHEé&w, to determine whether a claim in the
reexamined patent “was in the original patetitg court should apply the same standard that is
used to determine whether “the claims of th@inal and reissued patents are substantially
identical” under the first paragrapf § 252. If that standard weeapplied, intervening rights
would not be available wherthe infringed claim in the reexamined patent was “without
substantive change” from the original patent.

In essence, the Patent Foundation urgeCthet to inquire whdter the claim language
was literally altered, regardless of whethemitsaning was substantively changed, whereas GE

proffers an interpretation that asks whetliee claim meaning wasubstantively changed,

11



regardless of whether its languagesMigerally altered. | find that GE’s interpretation is a better
understanding of the phrase “wastimre original patent.” Here, in the original ‘282 Patent,
Claim 1 disclosed a process that involvedriyaetition of a magnetization preparation period, a
data acquisition period, and an optional maiga&on recovery period. In contrast, the
reexamined Claim 1 disclosed a processwinich the magnetization recovery period was a
mandatory step in the process. To say thatdbgamined Claim 1 “was in the original patent”
simply because it had not been textually adesl would ignore the substantial difference in
coverage between the reexamined claim and the original claim. In reality, the invention
described by the reexamined Claim 1 is not theesas the one disclosedthe original patent,
and therefore the claim cannot be daithe “in the original patent.”

GE's approach is also morertsistent with the operation tfe first paragraph of 8§ 252.
| held in the Opinion that a claim can be “amedidtarough a clear disclaien of its meaning in
the prosecution of the reexamination and aesponding cancellation & related, dependent
claim, without a literal change in its claim languaddound that this change in the meaning of
the claim could entitle an alleg@afringer to a judgment of no lidky prior to the issuance of
the reexamination certificate because the nmgpof the claim had been substantively changed
under 8 252, even where the laage of the reexamined afairemained identical to the
language of the originallaim. While | recognize thahe terminology employed in the second
paragraph of § 252 differs from that in the tfipgragraph of § 252 and from that in § 307(b), |
see no reason why Congress would intend forakleged infringer in GE’s position to be
protected from liability prior tahe issuance of the reexaminatioertificate, yet remain liable

for infringement after its issuance for specifems it made or used prior to the issuance.

12



Although the Federal Circuit ha®t addressed this questiadhe manner in which it has
applied the doctrine of intervenimghts comports with my interpretation of “was in the original
patent.” In Seattle Box,lthe Federal Circuit first held thatetlelaims in the reissued patent were
substantively different than those in the original patent under paragraph one of § 252, and
therefore the alleged infringer wid not be held liable for angctivities performed before the
reissue patent dateéSeattle Box Co. v. Indu€rating & Packing, Inc.731 F.2d 818, 828 (Fed.
Cir. 1984). It then considered whether thiegdd infringer was protected by the doctrine of
intervening rights. It held as follows:

The only question to ask under thest is whether claims of the

original patent which are repeated in the reissue patent are

infringed. . . . If valid claims in the original patent appear

unaltered in the reissue patent, the doctrine of intervening rights

affords no protection tthe alleged infringer.

We have already held, howevdhat the claims appearing in

Seattle Box’s reissued patent argostantively different than those

in the original patent. That is, Seattle Box repeaatglaim from

its original patent in its reissuguhtent. Industrial, therefore, may

properly raise a defensé intervening rights.
Id. at 830. The Patent Foundation urges the Cmumterpret the phse “appear unaltered”
(which is used in the quoted passage above)daritiral sense of whethéhe language of the
claim had been altered. But athl find significant is that the Federal Circuit referenced its
determination from the 8§ 252 first paragraphalgsis that the claimsvere “substantively
different” to reach its conclusion that intervenimghts were availableCertainly, it could have
simply rested on the fact that the language efdlaims had been literally changed, but instead it
looked to whether the languagedhzeen substantively changed.

The Federal Circuit's treatment of intervening rightSeattle Box Wwas explained and

applied inKaufman Co. v. Lantech, In@B07 F.2d 970 (Fed. Cir. 1986). Kaufman the court

13



describedSeattle Box llas having “noted that because itlldetermined that the reissue claims

in that case wersubstantivelydifferent from the original @ims, the infringe could raise a

defense of intervening right 807 F.2d at 978. Theaufmancourt then reasoned that, having

already held that the claims thfe reexamined patent were not substantively different from those

in the original patent, under the “was in thegoral patent” exceptionintervening rights could

not be assertedld. In doing so, the Federal Circuit refed the alleged infringer’'s argument

that any amendment made during the reexaminajoaceeding is substantial and therefore

automatically entitles the infrger to an intervening rightld. The Federal Circuit stated that

“the cases have consistentbpnstrued the second parggraof 8§ 252 as requiring that a

substantive change be made to the claimgeissue before an infringer is entitled to an

intervening right.” I1d. (collecting cases). The approach takeSéattle Box hndKaufmanhas

been reduced to the following statement of ld@nce a determination is made that the claims

are not ‘identical’ within the meaning of tHest paragraph of section 252, the defense of

intervening rights under the second paapdr of section 252 can be raisedVestvaco Corp. V.

Int'l Paper Co, 991 F.2d 735, 742 (Fed. Cir. 1993). These cases teach that that standards

applied in the first paragraph of 8 252 should be used to determine whether a valid claim in the

reexamined patent was in the original patenttfi@ purpose of decidingn alleged infringer’s

entitlement to intervening rights. Thus, the defeof intervening rights may be raised here.
Separately, the Patent Foundation arguesthtigatioctrine of intervening rights does not

apply where the claims of the original patemére narrowed by reexamation, rather than

broadened by reissue. Where the claims have been narrowed, contends the Patent Foundation,

the broad claims in the original patent put theepbal infringer on noticef the narrowed scope

of the reexamined claims, and intening rights should not be awarde8ee Henkel Corp. v.

14



Coral, Inc, 754 F. Supp. 1280, 1308 (N.D. Ill. 1990) (findithat potential infringer was not
entitled to equitable intervening rights becaus®psoof reissue patent was narrowed rather than
broadened).

In Engineered Data Products v. GBS Corp06 F. Supp. 2d 461 (D. Colo. 2007), the
court addressed and rejected thiscise argument. There, Engered Data Products (“EDP”),
which was the holder of a patent on a latglidevice, filed suit against GBS Corp. for
infringement. In reexaminatioseveral claims were cancellenldaothers were amended in order
for EDP to obtain a reexamination certificatéh addressing the present argument, the court
stated:

First, EDP asserts that the defe of intervemmg rights only

applies when the original claims have been broadened on

reexamination. Because GBS allegbhat the claims of the ‘674

patent were narrowed during exaation, EDP argues that even if

its patent claims were substamtiy changed in this manner, GBS’s

intervening rights defense fails as a matter of law.

| find no merit in this argument. Section 305, which governs

reexamination proceedings, prohitdis applicant from broadening

a claim during reexamination. See 35 U.S.C. § 305;Creo

Products, Inc. v. Presstek, In805 F.3d 1337, 1343 (Fed. Cir.

2002). Section 307(b), meanwhilexpressly provides for the

application of 8 252’s interveng rights defense to reexamined

claims, which would be unnecessafyEDP were correct that

intervening rights only@ply to broadened claims.
506 F. Supp. 2d at 467. | am persuhbg the rationale set forth EBngineered Data Products
That approach is also consistent with the Fdderauit’'s application ofthe first paragraph of
§ 252 to narrowing amendmentSeeBloom Eng'g Co. v. N. Am. Mfg. C@29 F.3d 1247, 1251
(Fed. Cir. 1997). Further, the language of 8 28&f does not limit intervening rights to claims

that have been broadened. With those preliminary legal issues disposed of, | will proceed to

consider GE’s entitlement to abstdwand equitable tarvening rights.

15



A. Absolute Intervening Rights

GE seeks absolute intervening rights for alirols of infringement after the issuance of
the reexamination certificate on M4, 2010. GE must show thatistentitled to judgment as a
matter of law that it is not liable for any infgement of the ‘282 Patent between May 4, 2010
and June 28, 2011, which is the date the ‘282 Patgites. An absolutmtervening right only
allows the defendant to continte use or sell “the specifithing” that was made, purchased,
offered for sale, or used prior to theagt of the reissue aeexamined patentSeeBIC Leisure
Prods, 1 F.3d at 1220-21see alsoP.J. FedericoCommentary on the New Patent A86
U.S.C.A. 1, 46 (1954) (“The speciftbings made before the date of reissue, which infringe the
new reissue claims, are absolutely free of thesteid patent and may be used or sold after the
date of the reissue without regard to the patent.”).

“[A] ‘specific thing’ qualifies for absolute intervening rights only if in existence at the
time of reissue.” Shockley v. Arcan248 F.3d 1349, 1360 (Fed. C2001) (stating that “the
specific thing” refers “to theangible article” which “was in existence” prior to reissue)
(emphasis added). For example,BIC Leisure Productsthe court allowed the infringer an
absolute intervening right tols&0,870 sailboards that infringed the patent in suit because 5,245
of those sailboards had been manufactured befogereissue date andere being held in
inventory, and another 5,625 sailboards had been purchased by the infringer by binding contract
before the reissue date. 1 F.3d at 1222.Shnckley the court held that absolute intervening
rights did not protect thefiinger’s importation and salef 10,000 mechanic’s creepetecause
those creepers had not been manufactured fwithe reissue date. 248 F.3d at 1360. These

decisions reflect an understanding that theustay framework limits the protection afforded by

2 A mechanic’s creeper is a flat base surface on wheatlettables mechanics to lie on their backs while working
under an automobileShockley248 F.3d at 1353.
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absolute intervening rights, but allows mubhoader rights to continue to make and use
additional products under equbte intervening rights.

The requirement that there be a specific thing in existence is difficult to apply to the
present matter for two reasons.rsEi the ‘282 Patent disclosasprocess, which consists of a
series of acts or steps anddistinguishable from a product apparatus, which is a tangible
item. Seeln re Kollar, 286 F.3d 1326, 1332 (Fed. Cir. 200Znhe Patent Foundation argues that
absolute intervening rights do not apply to meses. No provision faa patented process is
made in the absolutentervening rights section. Bgomparison, the statutory language
governing equitable intervening rights explicitllows “for the continued practice of any
process patented by the reissue that is mexttior for the practicef which substantial
preparation was made, before the grant of tissue.” 35 U.S.C. 8 25 | 2, sent. 2. Second,
even if absolute intervening rights extend to a process, the pulse sequence process disclosed by
the ‘282 Patent was embodied as several soft@ppdications, whichywhen loaded on to an
MRI system and executed, practiced the patentedegs. Viewing the facts in the light most
favorable to the Patent Foundation, the softwapplications only existed as intangible
information that was capable of being load&dto an unlimited number of MRI systems.

| need not decide whether any patentecc@ss might merit the ptection of absolute
intervening rights because GE has made no sigpim the instant motion that any “specific
thing” in existence at the time of the issuamdethis reexamined patent is entitled to such
protection. There sabeen no proof offered that the softwapplications werecorporated into
specific MRI systems in existence and of the tgpkl by GE. GE appears to take the position
that because the allegedly infringing softwareliapfions had been developed prior to issuance

of the reexamined patent, it should have full license to continue to use and sell those
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applications. But unlike sailboards or creepé#us, pulse sequence software did not constitute
physical inventory that the infringer would netddispose of to avoid a loss. No “specific
thing” can be identified here, thus no limit can be placed on the automatic entitlement to
continue infringing activity under absolute interirenrights. To allow GE the broad right to
incorporate its software into an unspecified hemof MRI scanners degated for sale, for the
remaining life of the patent, would not be cstent with the circumscribed nature of the
absolute intervening rights defense. Underdbeitable intervening righ inquiry, a court can
provide for the continued manufacture and salmfoinging things, as well as for the continued
practice of any process patented by the reexanpagzht. It is the more appropriate vehicle to
consider the intervening rights, if any, GB&s to continue allegedly infringing activity.
B. Equitable Intervening Rights

The remedy of equitable intervening rights is “calculated to protect an infringer’s
preexisting investments and businesSé&attle Box |I756 F.2d at 1580. In determining whether
an accused infringer is entitled to equitaliervening rights, a court considers whether
substantial preparation was made before $saance of the reexamined patent; whether there
were existing orders or contracts at the timehef issuance of the reexamined patent; whether
noninfringing goods can be manufactured fromittventory used to manaéture the infringing
product, considering the cost of conversiand whether the accusedringer was acting in
good faith. Seattle Box [I756 F.2d at 1579-80.

According to GE’s evidence, GE’s pulsequence software applications were all
developed before May 4, 2010. In fact, one ®fipplications was made as far back as 1993 and
first offered as a product in 1994. (BayranedD §9.) The design of the pulse sequence

application, as part of aMRI system, is regulated by th¢S. Food and Drug Administration
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(“FDA"). See21 U.S.C. § 360c(a)(1)(B); 21 C.F.R. 88 820.20, 820.30, 892.1000. To comply
with FDA design verification requirements, GEpased a strict quality management system on
its pulse sequence applicationgBayram Decl. § 12.) Underithsystem, before any pulse
sequence application was offered for comnatrcelease, GE required the following be
completed, with a formal review and approvél) a design inputs pla2) a design output plan,

(3) a design verification plan, (4) a design transfer plan, and (5) a design validationldlan. (
1 13.) Each step in the quality managemestesy was carried out by several GE personnel, and
the FDA procedures generally required sixetghteen months for GE to completdd. (T 16-

17.)

The mere fact that GE imposed a quality management system in order to comply with
FDA regulations in developing the software kggiions does not necessarily show that its
preparation was substantial, and | must draweasonable inferences from the facts in favor of
the Patent Foundation. Dr. Ersin Bayram, the rédhager who submitted the declaration that
constitutes the lion’s share of GEevidence to support this moti, did not attest that GE had
invested substantial time or resources to devdie software applications. Nor did GE provide
evidence of any actual costs it incurred in depieg the applications Although investment in
obtaining FDA approval for a regulated product cartainly entail substantial resources, | have
little evidence before me on this motithrat such resources were expended.

In considering whether to use the court'sddd equity powers” to fashion a remedy,
Seattle Box 11756 F.2d at 1579, information about whet& made profits sufficient to cover
its initial investment in development of the pulse sequence software applications is pesgiment,
Plastic Container Corp. v. @t’l Plastics of Okla., In¢.607 F.2d 885, 902-03 (10th Cir. 1979).

See also Seattle Box 131 F.2d at 830 (stating that to ecise its equity powers properly, the
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trial court “must carefully weigstandard equitable consideratidhigemphasis added). GE has
been selling MRI scanners loadedh the allegedly infringing software applications for several
years—in at least one s since 1994—and damages cannot bessaddor this period of sales.
See id(considering whether there wadong period of sales beforestpatent reissued for which
damages cannot be assess®¥dayne-Gossard Corp. v. Sondra, Iné34 F. Supp. 1340, 1363
(E.D. Pa. 1977) (sameaff'd, 579 F.2d 41 (3d Cir. 1978). Aequitable intergning right to
continue to sell the software applicatiomsuld not be necessary for the protection of
investments made before the issuance of te@amined patent if the investments have long
since been recouped. The sales periods for edtile @flegedly infringing software applications
do not appear to be in the redpand no evidence has been supplied of GE’s profits from those
sales.

GE has also not shown thattk were any existing orders @ontracts at the time of the
issuance of the reexamined patent. GE®nbsof products offered as of April 17, 2010 only
suggests that certain products were beifigred for sale as of May 4, 2010—such evidence
does not show that there were atyual pending orders or sales.

Finally, | am not satisfied that GE has efisdied that its development and sale of the
software applications was done innocently ogaod faith. The consideration of innocence or
good faith action in equitable intervening rightsalgsis has yet to be precisely defined. In
Seattle Box lIthe Federal Circuit found it relevant thilaé alleged infringer relied on the advice
of its patent counsel in attempting to desigrmpitsduct to avoid infringenm#, and the infringer’s
product did not literally infringghe original patent. 756 F.2d at 1580-81. Some courts have
interpreted the good faith famtthat was applied iSeattle Box Ilto ask whether the alleged

infringer relied in good faith on the advice of its counsek Richardson-Vicks, Inc. v. UpJohn
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Co, No. 93-556, 1996 U.S. Dist. LEXIS 702,*&5, 1996 WL 31209 (D. Del. Jan. 17, 1996),
whereas other courts have treated it as a meqpeint that the alleged infringer “in good faith
innocently develop and manufaogé an invention not claindeby an original patentSee Thayer

v. Nydigger No. 95-2004, 1999 U.S. Dist. LEXIS 5886, at *36, 1999 WL 372552 (D. Ore. Apr.
15, 1999). An accused infringer may be chemared as “innocent” when it undertook
substantial activities that because aésae turn out to be infringemengee Haden Schweitzer
Corp. v. Arthur B. Myr Indus901 F. Supp. 1235, 1242 (E.D. Mich. 1995). An infringer may
also be “innocent” when relying in good faitbn some perceived infirmity in the original
patent.” Thayer 1999 U.S. Dist. LEXIS 5886, at *34. It halso been stated that “[ijnvestments
made when a defendant was fully cognizant atiraks of the questionablegal status of [its]
conduct do not lend credente a later request for edable intervening rights.” Bendix
Commercial Vehicle, Sys. LLC v. Haldex Brake Prods. C@®7 F. Supp. 2d 854, 858 (N.D.
Ohio 2010) (quotations omitted).

In light of the court's broad equity povgerto determine the need for an equitable
intervening right, the inquiryhould not be limited to good faitkeliance on the advice of
counsel, as the Patent Foundation argues. GEsthyatit relied in goodhith on the invalidity
of the original patent, as ewdced by its prompt request fex partereexamination of the
original patent claims as soon as thatent Foundation brought suit. Yet seekéxgparte
reexamination is a fairly common litigation strategy and does not by itself show that GE actually
proceeded to develop and sell the allegedfyinging products based on the belief that the
patent’s claims could not be applied to it. Hur reasons stated above, the evidence supplied by

GE is insufficient to support its motion forramary judgment of equikde intervening rights.

21



V. CONCLUSION
For the reasons set forth above, Defertda Motion for Summary Judgment of
Intervening Rights (docket no. 185) will be dehi@and Plaintiff's Motion for Certification to
Appeal (docket no. 188) will be denied. Tétay on the proceedings (docket no. 184) shall be
lifted. An appropriate order will follow.
The Clerk of the Court is hereby directedsend a certified copy of this Memorandum
Opinion and the accompanying Order to all counsel of record.

Entered this 27tt  day of May, 2011.
rssrne A Jtor’

NORMAN K. MOON
UNITED STATES DISTRICT JUDGE
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