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STARK, U.S. District Judge:

Portios

Defenc

Pending before the Court are Plaintiff Masimo Corporation’s (“Masimo” or “Plaintiff™)

~ Motion for Summary Judgment (C.A. No. 09-80-LPS D.I. 1226);' Masimo’s Motions to Exclude

1s of the Testimony of Michael Keeley, Joseph Dyro, and Bryan Bergeron (id.);

dants Philips Electronics North America Corporation’s and Philips Medizin Systeme

Boblingen GMBH’s (“Philips” or “Defendants™) Cross-Motion for Summary Judgment (D.I.

1241);/and Philips’ Motions to Preclude Certain Expert Testimony of Dr. Shah, Dr. Madisetti,

and Mr. Wagner (D.I. 1232). For the reasons stated below, all of the motions will be granted in

part and denied in part.

I

The pa

BACKGROUND
Masimo asserts 14 claims of the four patents-in-suit against Philips. (See D.I. 1241 at 2)

tents-in-suit are U.S. Patent Nos. 6,157,850 (“*850 patent”); 7,509,154 (<154 patent™);

8,019,400 (**400 patent”); and 7,530,949 (“’949 patent”). (See id.) The *850, *154, and 400

patents claim “various saturation and pulse rate algorithms.” (Id.) The *949 patent claims a

“patient monitoring system . . . that includes a portable monitoring device and a docking station.

- DIL1

2

226 at 3) Masimo accuses Philips’ Fourier Artifact Suppression Technology (“FAST”)

algorithm of infringing the *850, *154, and 400 patents, and accuses Philips’ MMS X2 monitors

of infringing the 949 patent. (See D.I. 1241 at 2-3)

On June 27, 2016, Masimo moved for partial summary judgment with respect to the °949

patent! (See D.I. 1226) Specifically, Masimo seeks partial summary judgment that Philips

infringes two claims of the 949 patent; that the *949 patent is not invalid as anticipated; and that

'Unless otherwise noted, all citations to the docket are to C.A. No. 09-80-LPS.

1




Masimo is entitled to lost profits for convoyed sales. (See id.)
On the same day, Philips filed its cfoss—motion for summary judgment. (See D.1. 1241)

In its motion, Philips seeks summary judgment that it does not infringe the 850, *154, and 400
patents; that it does not willfully infringe the >850 and *400 patents; and that the 949 and *400
patenté, are invalid. (See id.) Philips also seeks summary judgment to preclude lost profits
damages for any infringement of the 850 and *400 patents and to preclude lost profits damages
on convoyed sales. (See id.)

; Lastly, and also on June 27, 2016, Masimo and Philips each filed Daubert motions
relatin;g.{,r to each othef’s experts. (See D.I. 1226; D.1. 1232)

Collectively, the parties filed a total of 230 pages of briefing in relation to these motions.
The Court heard two-and-a-half hours of oral argument on September 8, 2016. (See Transcript
(“Tr.”j) Each motion consists of various subparts, most of which require separate analysis — a
task ta which the Court turns its attention below.
I. ' LEGAL STANDARDS

A Daubert Motions to Exclude

| In Daubert v. Merrell Dow Pharmaceuticals, Inc., 509 U.S. 579, 597 (1993), the
Supreme Court explained that Federal Rule of Evidence 702 creates “a gatekeeping role for the
[trial] judge™ in order to “ensur[e] that an expert’s testimony bdth rests on a reliable foundation
and is ;relevant to the task at hand.” Rule 702 requires that expert testimony “help the trier of fact
to und%:rstand the evidence or to determine a fact in issue.” Fed. R. Evid. 702(a). Expert
testimgny is admissible only if “the _testimony is based on sufficient facts or data,” “the testimony

is the product of reliable principles and methods,” and “the expert has reliably applied the
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principles and methods to the facts bf the case.” Fed. R. Evid. 702(b)-(d).

There are ;[hree distinct requirements for proper expert testimony: (1) the expert must be
qualified; (2) the opinion must be reliable; and (3) the expert’s opinion must relate to the facts.
See Elcéck- v. Kmart Corp., 233 F.3d 734, 741 (3d Cir. 2000).

B. Summary Judgment

‘ Pursuant to Rule 56(a) of the Federal Rules of Civil Procedure, “[t]he court shall grant
summéry judgment if the movant shows that there is no genuine dispute as to any mateﬁal fact
and the movant is entitled to judgment as a matter of law.” The moving party bears the burden of
demon:strating the absence of a genuine issue of material fact. See Matsushita Elec. Indus. Co.,
Ltd. v.:Zenith Radio Cofp., 475 U.S. >574, 585-86 (1986). An assertion that a fact cannot be — or,
alternatively, is — genuinely disputed must be supported either by citing to “particular parts of
materiﬁls in the record, including depositions, documents, electronically stored information,
afﬁda\Ifits or declarations, stipulations (including those made for purposes of the motion only),
admiss;ions, interrogatory answers, or other matérials,” or by “showing that the materials cited do
not esfablish the absence or presence of a genuine dispute, or that an adverse party cannot
- produce admissible evidence to support the fact.” Fed. R. Civ. P. 56(c)(1)(A) & (B). If the
movin%g party has carried its burden, the nonmovant must then “come forward with specific facts
showing that there is a genuine issue for trial.” Matsushita, 475 U.S. at 587 (internal quotation
marksiomitted). The Court will “draw all reasonable inferences in favor of the nonmoving party,
and it 3may not make credibility determinations or weigh the evidence.” Reeves v. Sanderson
Plumbing Prods., Inc., 530 U.S. 133, 150 (2000).

To defeat a motion for summary judgment, the nonmoving party must “do more than



|
+
|
i

simply; show that there is some metaphysical doubt as to the material facts.” - Matsushita, 475

U.S. até 586; see also Podobnik v. U.S. Postal Serv., 409 F.3d 584, 594 (3d Cir. 2005) (stating

t

that party opposing summary judgment “must present more than just bare assertions, conclusory
allegations or suspicions to show the existence of a genuine issue” (internal quotation marks
omitted)). The “mere existence of some alleged factual dispute between the parties will not

| ‘
defeat lan otherwise properly supported motion for summary judgment;” a factual dispute is

genuine only where “the evidence is such that a reasonable jury could return a verdict for the
nonmoving party.” Anderson v. Liberty Lobby, Inc., 477 U.S. 242, 247-48 (1986). “If the

evidence is merely colorable, or is not significantly probative, summary judgment may be
|

grante%l.” .1d. at 249-50 (internal citations omitted); see also Celotex Corp. v. Catrett, 477 U.S.
3 17, 3;22 (1986) (stating entry of summary judgment is mandated ‘;against a party who fails to

, _
make a showing sufficient to establish the existence of an element essential to that party’s case,
and on] which that party will bear the burden of proof at trial”). Thus, the “mere existence of a
scintiliia of evidence” in éupport of the nonmoving party’s position is insufﬁcient to d_efeat’a
motiorfgl for summary judgmeﬁt; there must be “evidence on whiéh the jury could reasonably find”
for the: noﬁmoving party. Anderson, 477 U.S. at 252.

i .
III. ' DISCUSSION

t
|

LA Daubert Motions

!
|
|
i

Motion 1: Masime’s Motion (D.I. 1226) to Preclude Michael Keeley’s
Testimony on Whether Masimo Has Satisfied the First Panduit Factor

I
)
!

| Masimo. argues that Dr. Keeley’s testimony on whether Masimo has satisfied the first

Panduit factor should be excluded because Dr. Keeley “inappropriately incorporat[es]” the



second Panduit factor into his analysis. (D.L 1226 at 32) Specifically, Masimo argues that Dr.
i
Keeley does not show a lack of demand for Masimo’s patented products, as required by the first

_ 'Pandu%t factor. (See_z'a’. ét 31-32) Instead, Dr. Keeley’s opinion diécusses non-infringing
| substitilites and, therefore, goes to the second Panduit factor. (Sée id.) Inits responsé, Philips
“.agree{s]” that Dr. Keeley will no‘t testify on the first Panduit factor. (D.I. 1286 at 32)
Moreofver, Philips “does not dispute” that Masimo has satisfied the first Panduit factor
througimut the damages period. (Zd. at 23)

% Acc_:ordin,gly, since Philips has indicated that Dr. Keeley will not offer testimony on the

|
| . . .
first Panduit factor, the Court will grant Masimo’s motion.”

‘ Motion 2: Masime’s Motion (D.1. 1226) to Preclude Michael Keeley’s |
_ { ‘ Testimony Regarding the»Basis-for—Customer-Demand Test

Masimo argues that Dr. Keeley’s testimony on the basis-for-customer-demand test should
be exciluded because the test is not applicable to a determination as trorwhether Masimo is entitled
to lostgproﬁts on consumables. (See D.I. 1226 at 33-34)* In support of its motion, Masimo cites
to sevéral Federal Circﬁit cases, arguing that Dr. Keeley’s opinion “departs from the Federal
Circui‘t’s lost profits jurisprudence.” (d. at 34 (emphasis omitted))

f Philips responds that the basis-for-customer-demand test is part of “the correct legal

standaid” for assessing whether to award lost profits on consumables, citing to Federal Circuit
I .

i
I
e
I
|

1

J For clarity, throughout this opinion when the Court states that it will grant or deny a
“motion” the statement is limited to the particular portion of the motion being discussed in the
particular section of the opinion.

“*Philips argues that Masimo must satisfy a two-part test to obtain lost profits on
consumables: the basis-for-customer-demand test and the functional-unit test. (See D.I. 1286 at
24) Masimo responds that it need only satisfy the functional-unit test. (See D.I. 1226 at 33)
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case law on this point. (D.I. 1286 at 31) In its reply brief, Masimo distinguishes Philips’ cases
and notes that the Court’s jury instructions in an earlier phase of this litigation (i.e., in connection
with trial held in September, 2014 (“Masimo I”’)),* did not require Masimo to satisfy the basis-
for-customer—demand test in order to prove lost profits on consumables. (See D.I. 1300 at 15) At
oral argument, Masimo explained that Philips “never disputed” the Court’s jury instructions in
Masimo I, also pointing out that the Court’s jury instructions there Were consistent with several
model jury instructions on lost profits. (See 'fr. at 84-85; D.1. 1301-2 Ex. 59 at 117)

| - The Court agrees with Masimo that Dr. Keeley’s testimony on the basis-for-customer-
deman:d test >is inconsistent with the jury instructions in Masimo I. (See D.1. 908 at 58) The
relevant jury instruction in Masimo I did not require Masimo to satisfy the basis-for-customer-
demand test to recover lost profits on consumables. Instead, the jury instruction provided that
Masimo need only show that its consumables are part of a functional unit along with its pulse
oximetry sensors and cables. (See id.) Moreover, Philips never contested the Court’s jury
instructions in Masimo I and has not illustrated how the law or the facts have changed since that
time. (See D.I. 1300 at 15)

The Court believes its instruction in Masimo I correctly stated the law. For this reason,

and in order to avoid potential inconsistency between Masimo I and the forthcoming trial, the
jury at the forthcoming trial will be given the same instruction with respect to lost profits. It

follows that the portions of Dr. Keeley’s expert opinions that rely on the basis-for-customer-

“The Masimo I trial involved (among other things) Masimo’s claim for damages for
Philips’ infringement of Masimo’s *222 and *984 patents, as well as Philips’ contentions that
these patents were invalid. (See D.I. 1226 at 2) The jury awarded Masimo in excess of $466
million. (See D.I. 912 at 5) On post-trial motions, the Court upheld the jury’s verdict. (See D.L
997) ‘ : . ‘
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demand test must be excluded. Dr. Keeley will not be permitted to present testimony applying
the basis-for-customer-demand test at trial.
Accordingly, the Court will grant Masimo’s motion.

Motion 3: Masimo’s Motion (D.I. 1226) to Preclude Michael Keeley’s
Testimony on the Functional-Unit Test

Masimo argues that Dr. Keeley’s testimony on the functional-unit test should be excluded |
because “there is no genuine dispute” that Masimo’s consumables “function together as a single
assembly to achieve a central purpose of the patented invention.” (D.I. 1226 at 27) Philips
responds that Masimo’s pulse oximeters are “intentionally designed” to work with only
,Masin;o’s consumables. (D.I. 1286 at 30) Therefore, according to Philips, Masimo’s pulse
oximeters and consumables are sold together “only for reasons of financial gain and business
advanﬁage,” and any damages on Masimo’s consumables would contravene Federal Circuit case
law, which prohibits lost profits for any “patented apparatus and convoyed product . . . ‘sold

292

together merely for . . . business advantage.”” (Id. (quoting Warsaw Orthopedic, Inc. v.
NuVasive, Inc., 778 F.3d 1365, 1375 (Fed. Cir. 2015), vacated on other grounds sub nom.
Medtronic Sofamor Danek USA, Inc. v. NuVasive, Inc., 136 S. Ct.b893 (2016))) In its reply brief,
Masimo characterizes Philips’ arguments as “antitrust allegations” (D.I. 1300 at 23) because
Philips hypothesizes that Masimo’s lost consumables sales could be “caused by Masimo’s illegal
locking and tying (and not the alleged infringement).” (D.I. 1286 at 31)

To the extent that Philips seeks to introduce antitrust allegationé at the forthcoming patent

trial, the Court will address any appropriate request by Masimo to limit or preclude antitrust

evideﬁce at the appropriate time. (See generally C.A. No. 11-742-LPS D.I. 80 at 7) At this time,v



Masinio has not provided any basis for the Court fo conclude that Dr. Keeley’s testimony will
potentially confuse the jury or be unduly prejudicial. Therefore, the Court concludes that Dr.
Keele)%’s proposed testimony ié probative of whether Masimo can satisfy the functional-unit test
and is ;permissible expert testimony..

Accordmgly, the Court will deny Masimo’s motion.

Motion 4: Masimo’s Motion (D.I. 1226) to Preclude Joseph Dyro’s Testlmony
on the Legal Effect of the Parties’ OEM Agreement

| Masimo a:gues:that Dr. Dyro’s testimony on the legal effect of the parties’ ‘OEM
Agreerjnent should be excluded because Dr. Dyro’s testimony relates to a legal issue and because .
Dr. Dyro lacks exinertise in legal matters. (See D.1. 1226 at 37-38) Philips responds that Dr.
Dyro ‘édoes not opine on the scopé or legal effect of the 2003 OEM agreement” and, therefore,
“fhere ::is no such opinion for the Court to strike.” (D.I. 1286 at 34) |

As Philips has indicated that Dr. Dyro will not testify on the legal effect of fheiaarties’

OEM a!lgreemeht, the Court will grant Masimo’s motion.
I ' S _

* ‘Motion 5: Masimo’s Motion (D.I. 1226) to Preclude Bryan Bergeron’s

; Testimony on the European Patent Office’s Proceedings

| Masimo argues that Dr. Bergeron’s testimony on the European Patent Office’s (“EPO”)

proceédingé should be excluded because Dr. Bergeron has “no expertise in European patent law.”
(D L 1226 at 39) Specifically, Masimo argues that Dr. Bergeron’s testimony “mischaracterize|[s]
- the EPO proceedlnos as Dr. Bergeron misattributes the EPO’s rejection of a claim to the written
descnptlon requirement. (/d. at 40) In its 'response, Philips “does not disr;ute” that Dr. Bergeron
has ﬁoé expertise in European patent law, but'maintains that Dr. Bergeron should be able to

I .
disclose that the EPO “agreed with [his] interpretation of what is (and is not) disclosed” in



Masimo’s speéiﬁcation. (D.I. 1286 at 35) Masimo replies that Dr. Bergeron offers an opinion
“without understanding . . . European patent prosecution.” (D.I. 1300 at 24)

The Court agrees with Masimo. As both sides acknowledge, Dr. Bergeron “is not
qﬁaliﬁed to opine on European patent procedure.” (D.I. 1226 at 39) Allowing Dr. Bergeron’s
testimony would risk introducing at trial issues concerning European patent law that would not
be helpful — and would potentially be confusing — to the jury.” Hence, the portions of Dr.
Bergeron’s testimony regarding the EPO’s proceedings will be excluded, and Dr. Bergeron will
not be permitt_ed to testify regarding the EPO’s proceedings.

Accordingly, the Court will grant Masimo’s motion.

Motion 6: Philips’ Motion (D.I. 1232) to Preclude Nitin Shah’s Testimony on
the Acceptability of

' Philips moves to exclude Dr. Shah’s testimony on the acceptability of || | EEREEEEE
B < crounds that Dr. Shah’s opinions are based on three data samples that were
selected by Masimo. (See D.I. 1232 at 2) Because Masimo has not disclosed which data samples
it providea to Dr. Shah, Philips cannot, it contends, “recreate or challenge the testing Dr. Shah
witnessed.” (Id. at 4) Moreover, as Philips observes, Dr. Shah had no “input on which data
~ would be shown to him.” (/d. at 3)

Masimo counters that Dr. Shah’s tests rebut an opinion given by Philips’ expert “{jJj

I (D 1285 at 1) According to
Masiro, I

- : Philips’ expert’s opinion on this point. (/d.) Masimo further insists that Dr.

>At oral argument, Philips urged the Court to consider factors pertinent to Federal Rule of
Evidence 403 as part of its analysis of the parties’ Daubert motions. (See Tr. at 38)
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‘Shah “'pers_onally observed Philips’ monitors . . . operating on actual patient signal data in real
~ time” during testing and “was not spoon-fed client-prepared or lawyer-orchestrated facts.” (Id. at

3)

The admissibility of Dr. Shah’s testimony does not depend on Dr. Shah having analyzed

every possible data sample. Given the purpose of his testimony, Dr. Shah need not have tested a

wide rélnge of data samples as long as he can show || | [ | GTGTNGNGNNEEEEEEE
_. (I1d. at 1) Dr. Shah’s testimony is admissible

'becaus‘;e it satisfies thaf criterion: Dr. Shah considered three examples, each of which arguably

*rebuts Philips’ position G
I (Scc id at 1-2) Dr. Shah’s testimony is sufficiently
reliabl%: Because Dr.l Shah “has previously done comparative testing on pulse oximeters™ and
personﬁlly observed Philips’ monitors during testing. (/d. at 3-4)

‘: The Court concludes that Dr. Shah’s testimony will help the jury. The Court will deny
PhilipsE’ motion.

; 'Mbtion 7: Philips’ Motion (D.I. 1232) to Preclude Vijay Madisetti’s
| Testimony on the Acceptability of

|
Philips moves to preclude Dr. Madisetti’s testimony on the acceptability of |||
arguiné that Dr. Madisetti is not “an expert in customer buying preferences for pulse oximetry
~ devices.” (D.L 1232 at 6) Masimo responds that it “has no intent to present such opinions” from

Dr. Madisetti, although adding that Dr. Madisetti should not be “precluded from testifying about

the technical performance of j | N (D.1 1285 at 5)

“To establish that Dr. Madiseétti has a reliable basis on which to te'stify as to FAST’s
technical performance, Masimo has filed a Motion for Leave to File Madisetti’s Supplemental

10



Accordingly, since the parties agree that Dr. Madisetti will not be testifying about
customer buying preferences for pulse oximetry devices, the Court will grant Philips’ motion.

Motion 8: Philips’ Motion (D.I. 1232) to Preclude Michael Wagner’s
Testimony Regarding a Reasonable Reyalty for the *949 Patent

Philips argues that Mr. Wagner’s testimony regarding a reasonable royalty for the 949
patent should be excluded because Mr. Wagner “fails to apportion” royalties to the asserted
claims of the *949 patent, and because Mr. Wagner “fails to use any discernable methodology” toi
calculgte a reasonable royalty rate. (D.I. 1232 at 7) Specifically, Philips argues that Mr. Wagner
bases his opinion on the value of all dual-mode functionality, not just “the particular type of
dual-mode functionality covered by the asserted claims™ of the- ’949 patent. (/d. at 7;8)

Masimo counters that Philips’ proposed alternatives to Masimo’s patented dual-mode
‘ﬂmctionality “were not acceptable” as non-infringing alternatives. (D.I. 1285 at 6) Masimo also
defends Mr. Wagner’s methodology, noting that “[t]he Federal Circuit has approved of [Mr.
Wagner’s] analyses” in other litigation and that his methodology “ha[s] thoroughly ‘been
subjected to peer review and publication.”” (Id. at 7-8 (quoting Microsoft Corp. v. Motorola,
Inc., 904 F. Supp. 2d 1109, 1117 (W.D. Wash. 2012)))

Expert testimony may be admissible under Rule 702 if there are “good grounds” for the

Expert Report. (See D.I. 1314 at 1-2) Philips has characterized Masimo’s motion as “a sur-reply
brief that should have been part of Masimo’s opposition to Philips’ Daubert motion.” (D.I. 1316
at 2) As Masimo notes, however, Philips’ Motion to Strike Dr. Madisetti’s Supplemental Expert
Report was still pending before the Court when Masimo’s answering brief was due. (See D.L
1314 at 1) More substantively, Dr. Madisetti’s proposed supplemental expert report “relate[s] to
whether certain versions and modifications of [FAST] constitute acceptable non-infringing
alternatives, a critical issue which impacts the reasonable royalty damages sought by [Masimo].”
(D.I. 1299 at 3) Because the supplemental expert report will be helpful to the fact finder when
calculating damages, the Court will grant Masimo’s Motion for Leave (D.I. 1314).
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expert’s conclusion, “even if . . . ‘there are better grounds for some alternative conclusion’ and
.. . there are some ﬂaws in the [expert’s] méthods.” Heller v. Shaw Indus., Inc., 167 F.3d 146,
152-53j (3d Cir. 1999) (éuoting In re Paoli RR. Yard PCB Litig., 35 F.3d 717, 744 (3d Cir.
1994)). Here, Mr. Wagner’s conclusion is based on a sufficiently reliable, ﬁeer-reviewed
methodology. (See D.I. 1285 at 7) Additionally, Mr. Wagner’s analysis is of a type widely used
in royalfy cases, and the Federal Circuit has approved of Mr. Wagner’s mefhodology. (See id. at
7-8)

~ Therefore, the Court concludes that Mr. Wagner has relied on good‘ grounds to arrive at a
reason:able royalty rate. Accordingly, the Court will deny Philips’ motion.

- B. Summary Judgment Motions

Motion 9: Masimo’s Motion for Summary Judgment (“MSJ”) (D.1. 1226) of
Infringement of Claims 4 and 10 of the 949 Patent

Masimo argues that the Court should grant partial summary judgment that “Philips’ X2
portab;le monitor . . . used in combination with the Philips IntelliVue MP20, MP30, MP40,
MPSO,: MP70, MP90, MX600, MX700, and MX 800 bedside monitors” (“IntelliVue Monitors™)
infringe claims 4 and 10 of Masimo’s *949 patent. (D.I. 1226 at 4) In support of its motion,
Masirrlio notes that one of Philips’ experts, Dr. Dyré’f" “agreed” that the accused IntelliVue
Monitors infringe claim 4 and offered no opinion on whether the accused IntelliVue Monitors |
infringe claim 10. (/d. at 6, 8) Masimo also relies on its own technical expert, Dr. McNames,
who “opine[d] that the accused devices infringe [c]laim 10.” (/d. at 7)

The Court concludes that there is no genuine dispute of rﬁaterial fact that Philips’ accused

IntelliVue Monitors infringe claim 4 and that Philips’ accused products with pre-2011 versions

12



of FASi,T infringe claim 10. Philips’ own expert, Dr. Dyro, opined that the accused IntelliVue
Monitgrs infringe claim 4. (See id. at 6) Although Philips also provided expert testimony that
Masimo’s expert, Dr.\ McNames, “has not established infringement of [c]laim 10,” Philips’
expert had no opinion on whether Philips’ accused products infringe claim 10. (Zd. at 7-8)
Philips has not provided evidence rebutting Masimo’s evidence of infringement. Accordingly,
the Court will grant Masimo’s motion that Philips’ accused products infringe claim 4 and that
Philips’ accused products with pre-2011 versions of FAST infringe claim 10.

Philips’ opposition to these conclusions includes a contention that Masimo is effectively
construing “docking station” to be a singular device,’ despite the féct that “the Court has already
construed the term ‘docking station’ to allow for a multi-cqmponent device.” (D.I. 1286 at 4) In
Philips" view, Masimo’s new construction would meaﬁ none of the accused IntelliVue Monitors
infringé claims 4 and 10, because each monitor needs an additional device or component to meet
' the ligitations of these claims. (See id. at 6-10)

The Court agrees with Masimo that its infringement case is not based on a “ré—
conStrgction” of the Court’s construction of “docking station.” (See D.I. 1300 at 1) The Court’s
constrl:lction of “docking station” is “an apparatus that mechanically accepts and removably
retains: a portable physiological measurement device.” (D.I. 750 at 41-42 (internal quotation
marks :omitted)) Masimo accepts and applies this construction; further, in its reply brief, Masimo
expresgsly states that it accepts that a “docking station” need not be a singular device. (See D.L

1300 at 1) The Court perceives nothing in Philips’ characterization of Masimo’s contentions to

"Philips speculates that Masimo offers its purported “new” construction in order “to
~distinguish prior art” — specifically, the Nellcor Symphony System — to avoid invalidity. (D.I.
1286 at 4) :

13



provide a meritorious basis for denying Masimo’s motion for summary judgment of
infringement.

'Philips next contends that it had “an implied license to sell the MMS X2 under Masimo’s
949 pétent.” (D.I. 1286 at 1‘3) Masimo counters that Philips’ license does not give rise to an
impliecéi license because Philips’ license “permit[ted] Philips to engage in [only] certain specified
conduct.” (D.L. 1300 at 5) Masimo also notes that all of Philips’ documents supporting an
implied license predate the issuance of the *949 patent. (See id. at 6)

The Court concludes that the record does not support Philips’ assertion that it had an
implied license to sell the MMS X2. An implied license will not be found where the applicable
licensiilg agreement has an “express disclaimer” limiting the scope of the license. See LG Elecs.,
Inc. v. Bizcom Elecs., Inc., 453 F.3d 1364, 1369 (Fed. Cir. 2006), rev’d on other grounds sub
nom. Quanta Comp., Inc. v. LG Elecs., Inc., 553 U.S. 617 (2008). Masimo’s license agreeement
with Philips contains such an express disclaimér, stating that “[n]othing in this agreement will be
considered a license from either [plarty . . ., except as expressly provided in the license grants.”
(D.L. 1300 at 5-6 (emphasis and internal quotation marks omitted)) The applicable licensing
agreerrilent does nof give rise to an implied license to Philips to sell the MMS X2 under the 949
patent.

Finally, Philips contends that, “[ilndependent of the construction of . . . ‘docking
stationl”’ summary judgment should be denied for post-2011 versions of Philips’ FAST X2
products because “there is an issue of fact as to whether” such products come within the scope of

claim 10. (D.I. 1286 at 10)

This argument does not go to the pre-2011 versions of FAST; and the Court has not been
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persuaded by Philips’ other bases for opposing summary judgment. Hence, the Court will (as
noted above) grant Masimo summary judgment with respect to the pre-2011 versions of FAST.
However, with respect to the post-2011 versions of FAST, the Court agrees with Philips

that genuine disputes of material fact preclude an award of summary judgment. |GGz

I < 150 argues that “Masimo offers no
evidence that . . . post-2011 revisions of FAST meet the limitations of claim 10.” (/d.) Philips is

correct that summary judgment of infringement is not warranted with respect to claim 10 of the

’949 patent as applied to post-2011 versions of FAST. [ NG

_The Court will deny Masimo’s motion that Philips’ accused products with
post-2011 versions of FAST infringe claim 10.

| Accordingly, the Court will grant in part and deny in part Masimo’s motion for summary
judgment of infringement of the 949 patent. Specifically, the Court will grant the motion with
respect to infringement of claim 4 by Philips’ Intellivue Monitors using pre- and post-2011
versions of FAST, will grant the motion with respect to infringement of claim 10 by products
using pre-2011 versions of FAST, and will deny the motion with respect to infringement of claim
10 by products using post-2011 versions of FAST.

Motion 10: Masimo’s MSJ (D.1. 1226) that the Nellcor N-250 System Is Not
Prior Art to the 949 patent '

Masimo seeks summary judgment that the Nellcor-250 System (“N-250 or “N-250
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system”) is ﬁot prior art to the 949 patent based on Philips’ purported failure to corroborate any
alleged prior public use or sale of the N-250 system. (See D.I. 1226 at 11-14) For purposes of 35
U.S.C. § 102(b), invalidating prior art must be shown, by clear aﬁd convincing evidence, to have
been “in public use or on sale in this country, more than one year prior to the date” of the
pertinent patent application, here the application that resulted in Masimo’s *949 patent. A party
may satisfy this burden with testimony of a prior public use or sale that is corroborated by
documentary evidence, “preferabiy cen physiéal records that were made contemporaneously with
the alleged prior invention.” Juicy Whip, Inc. v. Orange Bang, Inc., 292 F.3d 728, 743 (Fed. Cir.
2002). Uncorroborated testimony “alone cannot surmount the hurdle that the clear and
convincing evidence standard imposes in proving patent invalidity.” Finnigan Corp. v. Int’l
Trade bomnv 'n, 180 F.3d 1354, 1370 (Fed. Cir. 1999).

Here, Philips has offered documentary and physical evidence that could be found by a
reasonable factfinder to corroborate a prior public use or sale of the N-250 system. The record
contains witness testimony that may be found to be corroborated by service manuals, an FDA
submission, an SEC filing, an advertisement, a patent, and a physical example of the N-éSO. (See
D.1. 1286 at 16-18 (citing record evidence)) “[D]ocumentary evidence, created around the time
[a] machine was developed, provides strong suppbrt” for a witness’s testimony establishing prior
art. Lazare Kaplan Int’l, Inc. v. Photoscribe Techs. Inc, 628 F.3d 1359, 1374 (Fed. Cir. 2010)
(affirming finding of prior art based on testimony corroborated by contract and operation manual
made contemporaneously with alleged prior art invention). Hence, the record contains evidence
from which a reasonable jury could find that the N-250 is prior art to the *949 patent.

| Accordingly, the Court will deny Masimo’s motion.
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Motion 11: Masimo’s MSJ (D.I. 1226) that Masimo is Entitled to Lost Profits
Through March 7, 2011 for the 850 and 154 Patents

Philips agrees that Masimo is entitled to lost profits through March 7, 2011 for the *850
~and’ 154 patents. (See D.I. 1286 at 19) Moreover, the parties have agreed that they will not |

- relitigate the amount of .lost profits through March 7, 2011, an issue that was resolved in
connectién with Masimo I. (See D.I. 1300 at 14; Tr. at 82) Therefore, the Court will grant -

~ Masimo’s motion.

Motion 12: Masimo’s MSJ (D.I. 1226) that Masimo Satisfies the First and
Third Panduit Factors Throughout the Damages Period

' Philips agrees that Masimo satisfies the first and third Panduit factors throughout the
damages period, even after March 7, 2011. (Sée D.I. 1286 at 23-24) Thus, the Court will grant
Masimo’s motion.

! Motion 13: Masimo’s MSJ (D.I. 1226) and Philips’ MSJ (D.1. 1241)
T Regarding Lost Profits on Sales of Consumables

j Masimo argues that the Court should grant summary judgment that it i.s entitled to lost
profitsi on sales of consumables.® (See D.I. 1226 at 25) In its motion, Masimo argues that it need
only se!itisfy the functional-unit test to obtain lost profits on convoyed sales and further argues that
it does; satisfy this test. (See id. at 26-27) |

Philips responds fhat Masimo’s use of the functional-unit test as “the sole test” for lost

proﬁts‘ on convoyed sales “is wrong.” (D.I. 1286 at 24) Philips argues that Masimo must instead

satisfy a two-part test to prove lost profits on consumables: the functional-unit test and the basis-

8Masimo’s consumables consist of “a patented apparafus and convoyed product.’; (DL
1286 at 30) Therefore, the terms “consumables” and “convoyed sales™ are used interchangeably
in this section. ' »
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for-customer-demand test. (See id.) Philips also argues that Masimo dbes not saﬁsfy either of
these tests. (See id. .at 28-31) Speciﬁcaﬂy, with respect to the functional-unit test, Philips
prbvides testimony that Masimo’s pulse oximeters are sold as a functional unit “only for réasons
of financial gain and business advantage — and not for any functional or technical reason.” (Id. at
30) Thus, according to Philips, any lost profits damages on Masimo’s consumables would
contravene Federal Circuit law, which holds that “a patented apparatus and convoyed product

. ‘[bJeing sold together merely for . . . business advantage is not enough [to form a functional
unit].”” (Id. (quoting Warsaw Orthopedic, Inc. v. NuVasive, Inc., 778 F.3d 1365, 1375 (Fed. Cir.
2015), vacated on other grounds sub nom. Medtronic Sofamor Danek USA, Inc. v. NuVasive,
Inc., 136 S. Ct. 893 (2016))) With respect to the basis-for-customer-demand test, Philips
contends that the recor(i does not permit a reasonable factfinder to find that “Masimo’s
inventions are . . . the basis for customer demand for pulse oximeters.” (/d. at 28)

Philips makes its arguments both in opposition to Masimo’s motion for summary
judgment and in its own cross-motion. That is, Pﬁilips also moves for summary judgment that
Masimo is not entitled to lost profits on consumables. (See D.I. 1241 at 40-41) The Court
agrees with the parties that Masimo’s motion and Philips’ cross-motion are “related.” (D.I. 1317
at 1) Hence, the Court will address them together.

' As previously discussed in connection with the parties’ Daubert motions, the Court’s jury
instrucltions in Masimo I did not require Masimo to satisfy the basis-for-customer-demand test in
order to obtain lost profits on its consumables. (See D.I. 1300 at 15) Instead, the jury instruction
provided that Masimo needed only to show that its consumables were a ﬁlnctiopal unit. (See D.L

908 at 58) Thus, for the same reasons the Court has already granted Masimo’s motion to
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preclude Dr. Keeley’s testimony regarding the basis—for—consufner—démand test (see supra) — that
is, because the law does not support Philips’ position,® the Court did not require the Masimo I
jury to find Masimo satisfied the basis-for-consumer demand teét, Philips did not contest the
Masirﬁo I instruction, and altering that instruction to require satisfaction of the basis-for-
consumer-demand test in the forthcoming trial would give ris¢ to a substantial risk of (unfairly)
inconsistent verdicts — the Court will not require Masimo to satisfy the basis-for-customer-
demand test in. the current phase of this litigation.

Consistent with the agreed-upon jury instruction used in Masimo I, in order to obtain lost
proﬁts"on consumables, Masimo must satisfy the functional-unit test. Relating to this test,
Masimo argues that its “pulse oximetry sensors, cables, and monitors function together as a
single assembly to achieve a central purpose of the patented invention.” (D.I. 1226 at 27)
Philips refutes Masimo’s argument, ekplaining that “Masimo’s documents indicate that it is only
for reasons of financial gain and business advantage — and not for any functional or technical
reasons— that [Masimo] locks its pulse oximeters.” (D.I. 1286 at 30) A reasonable jury could be
persuaded bsf the evidence to resolve this issue either for Masimo or for Philips. As such, the
record reveals “a genuine dispute of material fact regarding the functional relationship between a

Masimo pulse oximeter and a Masimo sensor.” (Id.)

 Among the many cases cited by Philips is Rite-Hite Corp. v. Kelly Corp., 56 F.3d 1538,
1549-51 (Fed. Cir. 1995) (en banc). Rite-Hite holds, among other things, that a non-practicing
patentee may potentially recover lost profits damages. See id. at 1546-47. It is difficult to
understand how this holding could be correct if, as Philips argues, any party seeking lost profits
damages must always satisfy the basis-for-consumer-demand test. How can a patentee that does
not sell an embodiment of its patent ever prove that the patented technology is the driver of
demand for its non-existent product?
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\Accordingly, the Court will deny Masimo’s motion. "

P : :

_ j Motion 14: Philips’ MSJ (D.I. 1241) of No Literal Infringement of the *850
‘ and 400 Patents Based on the Alternative Calculations Limitations
|

A

literaH)!/ infringe the asserted claims of the *850-and *400 patents under the Court’s construction

 of the “parallel alternative calculation’ terms.” (D.I. 1241 at 6) [ R R

Philips argues that the Court should grant summary judgment that FAST “does not

T I

herefore, according to Philips,

“FAST does not [literally] infringe™ the relevant patents. (/d.)

|

i

‘ .
‘ %At oral argument, Philips argued that the vast majority of damages Masimo is seeking
are attributable to the cables and sensors, and suggested it would be unfairly prejudicial to Philips
(in addition to being legally erroneous) to ask the jury to consider this portion of Masimo’s
damages request. (See Tr. at 94) While the Court disagrees, the parties should consider (and, at
an appropriate time, advise the Court of their views) whether it would promote judicial economy
(by reducing the likelihood of proceedings on remand after any appeal) for the verdict sheet to
requirc;a the jury to separate out the portion of any damages award attributable to cables and.
Sensors. -

Like the parties, in the context of FAST the Court uses the terms “calculator” and
“algorithm” interchangeably. (See D.I. 1241 at 7)
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I (simo contends that the Court noted during claim

construction that the parties agreed “the two calculators have to receive the same input data” and
“each calculator receive[s] the same signal,” belying Philips’ current distinction between “same
input data” and “same signal.” (D.I. 1069 at 7 (internal quotation marks omitted; emphasis
added); see also Tr. ét 22-23; D.I. 1059 at 11 (Philips agreeing, during claim construction
hearing, thaf “both calculators operate on the same . . . signals™)) Masimo also refutes Philips’
argument regarding different time windows of data by noting that the Court previously held that

“the calculators do not need to rely on the same subset of input data when making their

calculations.” (D.L 1069 at 9)

In the Court’s view, the record presents genuine issues of material fact precluding an

award of summary judgment of no literal infringement. [ kNG

oth experts claim to be applying

the Court’s constructions. (See D.I. 1241 at 7; D.1. 1287 at 5-6) The Court disagrees with

Philips’ contention that the Court has already determined (in its opinion explaining its
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coristruction) that, as a matter of law, the two estimates “must relate to the same period of time”

in some manner other than the way Masimo’s expert opines that they do “relate to the same

period Eof time.” (See D.I. 1069 at 8-9; D.I. 1240-6 Ex. 12 at C-21 (Masimo’s expert Dr.
Madisétti’s opinion)) To the éohtrary, on the present record, the Court does not find resolution
of the 1|)arties’ dispute amenable to summary judgment.
Accordingly, the Court will deny Philips’ motion with respect to literal infringement.
. Motion 15: Phiiips’ MSJ (D‘.I. 1241) that Masimo Is Precluded ‘froﬁl Relying
! on the Doctrine of Equivalents to Establish Infringement of the 850 and *400
! Patents Based on the Alternative Calculations Limitations
gPhilips argues that the Court should graht summary judgment precluding Masimo from
relying;é on‘the doctrine of equivalents to establish infringement of the *850 and *400 patents.
(See D.I. 1241 at 10-12) Accordiﬁg to Philips, Masimo is estopped from relying on the doctrine
of equivalents to prove infringement because Masimo added the “parallel alternative
| calculations” limitation in order to overcome rejections for indefiniteness and double patenting
during patent prosecution. (Sée id. at 11) Althéugh Philips’ arguments in the opening and reply
briefs Primarily focus on the ‘850 patent, Philips stated at oral argument that its contentions also
apply t‘o the *400 patent, as bbth patents’ “limitations have precisely the safne meaning.” (Tr. at
34)
i Masimo counters that prosecution history estoppel does nof apply because Philips “nevér
shows.[that] Masimo made a narrbwing amendment” with respect to either patent. (DI 1287 at
8) With respect to the *400 patent, Masimo further observes that “Philips points to no

amend;ment at all” and “never explains how the amendments to the *850 patent relate to the

claims of the *400 patent, as the law requires.” (I/d. at 9)

22



“Estoppel arises when an amendment is made to secure the patent, and the amendment
narrows the patent’s scope.” Festo Corp. v. Shoketsu Kinzoku Kogyo Kabushiki Co., 535 U.S.
722,736 (2002). In cases where the reason for an amendment is ambiguous, a district court
should “proceed[] under the presumption that prosecution history estoppel applies.” EMD
Millipore Corp. v. All Pure Techs., Inc., 768 F.3d 1196, 1204 (Fed. Cir. 2014). A patentee “then
ha[s] the burden to rebut the presumption through [establishing] one of . . . three enumerated .
exceptions” to estoppel. 1d.; see also Amgen Inc. v. Hoechst Marion Roussel, Inc., 457 F .3d
1293, 1312-13 (Fed. Cir. 2006) (describing “what must be shown by a patentee” to rebut
presumption of estoppel). A patent’s prosecution history does not limit the claims of a related
patent when “the speciﬁc limifation added in the claims of ‘an earlier issued patent is not present
in the claims of the later issued patent[].” A4[-Site Corp. v. VSI Int’l, Inc., 174 F.3d 1308, 1322
(Fed. Cir. 1999).

| Here, the reasons for and impact of Masimo’s amendments are ambiguous. Therefore,
the Court will “proceed[] under the presumption that prosecution history estoppel applies,” and
Masimo must rebut that presumption by showing that an exception to estoppel applies. EMD
Millipore Corp., 768 F.3d at 1204.

' Masimo has not rebutted the presumption with respect to two limitations of claim 1 of the

’850 patent: “generating a plurality” and “said signals.” With respect to these limitations,
Masimo contends that Philipé has failed to show that the amendments to these claim terms
narrovs'/ed the scope of the claims. (See D.1. 1287 at 9) But it is Masimo’s burden to rebut the
presumption of prosecution history estoppel and it has not done so with respect to the “generating

a plurality” and “said signals” limitations. Since Masimo has not “rebut[ted] the Festo
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presumption, prosecution history estoppel prevents the doctrine of equivalents from being
applied” to the “generating a plurality” and “said signals” terms in claim 1 of the *850 patent.
Ampex Corp. v. Eastman Kodak Co., 460 F. Supp. 2d 563, 568 (D. Del. 2006)

By contrast, Masimo has rebutted the presumption with respect to the “correlates”
limitation in claim 1 and the “comprising” limitation in claim 25, neither of which appear to
relate to “a’disputed limitation,” as they do not relate to the parallel alternative calculations
limitation at issué. (D.1. 1287 at 9) Therefore, while Masimo is estopped from alleging
infringement under the doctrine of equivalents to satisfy the “generating a plurality” and “said
signals” limitations of claim 1, Masimo is not estopped from relying on the doctrine of
equivalents with respect to the “correlates” limitation in claim 1 and the “comprising” limitation
in claim 25. Accordingly, the Court will grant in part and deny in part Philips” motion with
respect to the doctrine of equivalents and the 850 patent.

Turning to the *400 patent, Masimo has rebutted the presumption of estoppel by
demonstrating that the *400 patent has different limitations than the 850 patent. As noted above,
a patent’s prosecution history does not limit the claims of a related patent when “the specific
limitation added in the claims of an earlier issued patent is not present in fhe claims of the later
issued patént[].” Al-Site Corp., 174 F.3d at 1322. Although the 400 patent “is a continuation
of” the *850 patent, the *400 patent does not contain the speciﬁc limitations that were added in
the *850 patent — i.e., the “generating a plurality” and “said signals” limitations. (See C.A. No.
11-742-LPS D.I. 7-1 Ex. 2 at 128, 159-60) Therefore, even though the limitations were added to
overcome concerns regarding patentability (see D.I. 1240-3 Ex. 6 at 55-56), the limitations of the

’850 patent “are . . . not relevant to determining the scope of the claims” of the *400 patent. A4/-
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Site Corp., 174 F.3d at 1323.

At oral argument, Philips acknowledged that the 850 and *400 patents contain “different
language,” but noted that “the Court has construed . . . [both patents’] limitations [to] have
precisely the same meaning.” (Tr. at 34) On this basis, Philips seeks a determination that
Masimo has failed to rebut the presumption of prosecution history estoppel in connection with
the *400 patent. (See id.) However, the Federal Circuit does not look to courts’. claim
construction rulings to determine whether the same limitations are present in related patents for
purposes of prosecution history estoppel. See A/-Site Corp., 174 F.3d at 1323; see also Depuy
Orthopaedics, Inc. v. Androphy, 2000 WL 297814, at *8 (N.D. Il Jan. 19, 2000) (stating that
courts ioo‘k to language of patent claims, not language of claim constructions, to determine
whether “the prosecution history of a related patent . . . limit[s] the claims of another related

| patent.”). Accordingly, the Court will deny Philips” motion with respect to the 400 patent.
Motion 16: Philips’ MSJ (D.1. 1241) of No Literal Infringement of the
“Analyzing” / “Analysis Module” Limitations of Claims 1 and 25 of the *850
Patent

Philips argues that the Court should grant summary judgment that FAST does not literally

infringe the *850 patént because FAST does not meet the limitations of claims 1 and 25. (See
D.L 12141 at 1.3) Claims 1 and 25 require the algorithm to analyze “two or more possible
indications (determined by different techniques) after the possible indications are determined.”
(Id. (emphasis omitted)) In Philips’ view, Dr. Madisetti, Masimo’s expert, “unequivocally

agreed that the analysis must be performed after both values are calculated.” (/4.) ||| G
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ence, in Philips’ view, FAST does not literally infringe claims 1 and

25 of the *850 patent.

Masimo disagrees with Philips’ characterization of Dr. Madisetti’s testimony. While
Philips contends that Dr. Madisetti “unequivocally agreed that [all] the analysis must be
performed after both values afe calculated” (id. at 11), in Masimo’s view Dr. Madisetti instead

only “said “at least some analysis’ must occur after both values are calculated” (D.1. 1287 at 11

(quoting D.L. 1240-8 Ex. 16 at 160)). [

' The record could reasonably be found to support both sides’ positions, ||| Gz

Y - o 1 e cite

evidence for their contentions (compare D.1. 1241 at 13-15 with D.1. 1287 at 10-12); evidence
which; if believed, could support a finding for Philips or Masimo. Therefore, the record

demonstrates genuine disputes of material fact with respect to how FAST operates and whether
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|
FAST meets the limitations of claims 1 and 25.
' .Accordingly, the Court will deny Philips’ motion.
Motion 17: Philips’ MSJ (D.I. 1241) that Masimo Is Precluded From Relying

onthe Doctrine of Equivalents to Establish Infringement of Claims 1 and 25
of the 850 Patent -

|
|
fiPhjlips argues that the Court should grant summary judgment precluding Masimo from
relyiné on the doctrine of equivalents to establish inﬁingement of claims 1 and 25 of the- ’850
patent.’ In subport of its motion, Philips rebuts Masimo’s expert testﬁnony regarding the doctrine
of equivalents and cross-references previous arguments it made with respect to the “parallel
‘altema:tive calculations” limitation. (See D.I. 1241 at 15) Masimo counters that “Philips never
explains how any particular amendment relates to when the [pertinent] analysis must occur.”
D.L 1:287 at 13) At oral argument, Masimo further emphasizéd that Philips “never point[s] to
which iamendments give rise to. .. estopbel.” (Tr. at 74) ”
1 The Court agrees with Masimo. “[T]he doctrine of equivalents must be applied to
indivic;lual elements of [a] claim.” Warner-Jenkinson Co. v. Hilton Davis Chem. Co., 520 U.S.
17,29 i(l 997). Therefore, a party alleging prosecution history estoppel must point to specific
elemerilts of a claim that were narrowed during prosecution. Here, Philips has not identified
speciﬁ':c elements that allegedly give rise to prosecution history estoppel. Mofeover, unlike the
argumients i‘; made with respect to the “parallel alternative calculations” -iimitation, Philips does
not cité to speciﬁc claims that were initially rejected and then subsequently amended duﬁng
proseciution; nor does Philips explain how those claims relate to the limitations now at issue.

’(Comp:are D.I. 1241 at 11-12 with id. at 15) Instead, Philips references the arguments it made.

with respect to the parallel alternative cal_éulations limitation, but fails to explain which particular
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amendment “relates to when the analysis must occur in the analyzing step of [c]laim 1.” (D.I.
1287 at 13)
“Accordingly, the Court will deny Philips’ motion.

Motion 18: Philips’ MSJ ’(D.I. 1241) of Non-Infringement of Claim 23 of the
’850 Patent

;Philips argues that the Court shoﬁld grant summary judgment that it does not infringe
Claim ;23 of the 850 patent because the claim is “circular” and, therefore, “impossible to meet.”
(D.I. 1241 at 16) Masimo counters that the claim is not circular. (See D.I. 1287 at 14) Masimo
further; explains how FAST could be found to meet the limitations of claim 23. (See id. at 14-15)

+ The Court concludes that the parties have presented genuine disput¢s of material fact,
including whether the claim is circular and whether FAST meets the claim’s limitations.
Accorc;,lingly, the Court will deny Philips’ motion. |

{I Mofion 19: Philips’ MSJ (D.I. 1241) of Non-Infringement of the 400 Patent

' Philips argues that the Court should grant summary judgment that it does not infringe the

asserted claims of the *400 patent because (I
A <  clairns
requiré.” (DI 1241 at 17 (emphasis omitted)) At oral argument, Philips added that it was
syeekin:g summary judgment of non-inﬁ*ihgement under the doctrine of equivalents, given that |
Masim!o “made no argument in its bfiefs Whatsoevgr about [fhe] [d]octrine of [e]quivalents.”
-(Tr. at;109)

' Masimo responds that “the claims do not require that the resulting values be determined

after the preliminary values” and, therefore, “should not be interpreted to requiré” any order to
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the recited steps. (D 11287 at 15 (empha51s omitted)) ]
I._ I A ith respect

to the docmne of equivalents, Masimo noted at oral argument that Ph111ps did not brief the issue
and, hence could not meet its burden as the moving party. (See Tr. at 110)

The record demonstrates genulne disputes as to whether FAST literally infringes the

asserted claims of the 400 pacer.
1
I S S
A s (5
N S S

IG  vcn the presence of at least this genuine dispute of material fact, the Court will deny
i ) -

Philips:’ motion with respect to literal infringement.
|

‘ E
- Turning to doctrine of equivalents, the Court agrees with Masimo that Philips has not met

its bur(!ien as the moving party. (See Tr. at 110, 114) Thus, Masimo’s failure to address the

doctrine of equivalents in its briefing does not entitle P_hilipé to summary judgment on that issue.

Accorcilingly, the Court will deny Philips® motion with respect to the doctrine of equivalents.
| | ' ‘
Motion 20: Philips’ MSJ (D.I. 1241) that Masimo Is Precluded
from Asserting the Doctrine of Equivalents for the “Adjustably
Smoothing” Limitations of the *400 Patent

 Philips argues that the Court should grant summary judgment “that Masimo is precluded
| ’ ’ R
i
from asserting infringement under the doctrine of equivalents” with respect to the “adjustably
smoothing” limitations of the *400 patent. (D.I. 1241 at 19) Masimo responds that it “does not

intend to rely on the doctrine of equivalents™ to establish this limitation is met by Philips’
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accused products. (D.I. 1287 at 17) Accordingly, the Court will grant Philips’ motion.

Motion 21: Philips’ MSJ (D.1. 1241) [} G 5215 Lost

|

Q Profits Through Octeber 7, 2014

Philips seeks summary judgment that B - <ciudes lost profits through
Octobe;r 7,2014. (See D.1. 1241 at 20; D.I. 1287 at 17—18)> Masimo opposes, arguing first that
_ cannot bar lost profits through March 7, 2011 because “[t]he Masimo I jury
determined that Philips had no acceptable, non-infringing substitutes available to it” through that
date. (:DI 1287 at 17) Second, Masimo contends that ||| | S c2nnot bar lost profits
‘ betwee:n March 7, 2011 and October, 7, 2014, the expiration dafe of Masimo’s ’154 patent. (See‘
id at18)

; In its reply brief, Philips “agrees that [} c2noot preclude damages prior
to March 7,2011,” narrowiﬁg tﬁe parties’-dispute to the availability of lost profits damages for
the per;iod of March 7, 2011 through October 7, 2014. (D.I. 1302 at 8-9) Philips posits that
_ “can bar lost profits for that period if the *154 patent is found invalid or not
inﬁ‘iﬁgied.” V(Id. at 9 (emphasis omitted))

Because ..the parties agree that ||| | |  JJJEEI coes not bar lost profits through March
7,20 1:1, the Court will deny Philips’ 'métion with respect to lost profits through March 7, 2011.
Additil)nally, the record reveals genuine disputes of material fact with fespect .to the validity and
infrh1g?ement of the *154 patent, rendering summary judgment of no lost profits inappropriate for
- the period of March 7, 2011 through October 7, 2014.

' Accordingly, the Court will deny Philips’ motion.

Motion 22: Philips’ MSJ (D.1. 1241) that |||} S Bars Lost
Profits From October 7, 2014 Until November 1, 2015
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Philips asks the Court to grant summary judgment that || ||| precludes lost

profits throughout the damages period because ||| | N 25 2vailable as “a
non-infringing, acceptable alternative . . . throughout the [entire] damages period.” (D.I. 1241 at
20) Masimo responds that “Philips’ lawyers devised ||| i} for this litigation.” (D.I. 1287
at 18) ‘And, since ||| N 21lcccdly “was a legal strategy in reaction to the Masimo I
jury Vefdict,” Philips could not have implemented ||| | | QS 2oy carlier in the damages
period, making it unavailable. (Id.)
- The Court finds genuine disputes of materiél fact as to || | GG ccoesis.
creating “a genuine dispute as to whether Philips would have made [} available any
| earlier than it actually did.” (/d.)

Accordingly, the Court will deny Philips’ motion.

Motion 23: Philips’ MSJ (D.L 1241) that ||| | i 2 Nox-
infringing Alternative to Masimo’s 850 and *400 Patents

Philips argues that the Court should grant summary judgment that ||| || EGzNG s

a non-infringing alternative to Masimo’s 850 and *400 patents. (See D.I. 1241 at 20)

Specifically, Philips argues that || ||| | | | docs not literally infringe either of these

patnts because
B il s also contends that prosecution history estoppel bars

Masimo from proving infringement based on the doctrine of equivalents. (See id. at 22)

Masimo responds that [ ||| | | Q EEEE docs not avoid infringing the *850 and 400

patents, as |

I (D1 1287 at 18-19 (emphasis and internal quotation marks omitted))
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Masimo also argues against prosecution history estoppel, stating that “Philips never showed that
Masimo made a narrowing amendmeﬁt that would preclude the doctrine of equivalents.” (Id.)
Further, “Philips never explain[ed] how any particular amendment bore any relationship to the
offset in sampling in ||| > @)

Genuine disputes of material fact preclude granting Philips summary judgment with
respect to literal infringement. [ G
A (D[ 1241 at

21-22; D.I. 1287 at 19) The record contains sufficient evidence from which a reasonable jury
could find for either side on this dispute. (See, e.g., D.I. 1241 at 21-22; D.I. 1287 at 18-19) The
parties have genuine, material disputes with respect to how FAST operates and whether FAST
meets the Court’s construction of the limitations of the asserted claims of the 850 and *400
patents.

‘With respect to the doctrine of equivalents, the Court agrees with Masimo that Philips has
not “explain[ed] how any particular amendment bore any relationship to the offset in sampling,”
the contested issue in this motion. (D.I. 1287 at 19) As previbusly discussed, “the doctrine of
equivalents must be applied to individual elements of [a] claim.” Warner-Jenkinson Co. v.
Hilton Davis Chem. Co., 520 U.S. 17,29 (1997). Philips has not identified specific elements that
allegedly give rise to prosecution history estoppel and has not described which amended claims
relate tlo the limitation in question. Instead, Philips references the arguments it made with respect
to the parallel alternative calculations limitation but does not explain which particular
amendment relates to the offset in sampling..

Accordingly, the Court will deny Philips’ motion.
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Motion 24: Philips’ MSJ (D.I. 1241) of No Willful Infringement of the 850
and 400 Patents

Philips argues that “[t]he Court should grant summary judgment of no willful
infring:ement because Masimo has no evidence that Philips willfully infringed the 850 or 400
[platents.” (D.I. 1241 at 22) As both parties acknowledge, the Supreme Court articulated a new
standérd for willful infringemeht in Halo Electronics, Inc. v. Pulse Electronics, Inc., 136 S. Ct.
1923 (2016), overruling Seagate’s test for eﬁhanced damages. Under Halo’s new standard,
“subjective willfulness alone — i.e., proof that the defendant acted despite a risk of infringement
that was ‘either known or so obvious that it should have been known to the accused infringer’ . . .
—can siupport an award of enhanced damages.” WesternGeco L.L.C. v. ION Geophysical Corp.,
2016 WL 5112047, at *3 (Fed. Cir. Sept. 21, 2016) (quoting Halo, 136 S. Ct. at.1932; internal
citatiop omitted). To determine whether an accused infringer’s conduct was sﬁbj ectively willful,
the Co_prt must “measuref]” the accuse.d infringer’s “culpability . . . against the knowledge of the
actor a‘]t the time of the challenged conduct.” Halo? 136 S. Ct. at 1933. An accused infringer’s
conduct may be found to amount to willful infringement if it is “willful, wanton, malicious, bad- |
faith, deiiberate, consciously wrongful, flagrant, or . . . characteristic Qf a pirate.” Id. at 1932.

: Philips argues that Masimo cannot obtain enhanced damages under Halo because Philips
-subjectively “believed . . . that it does not infringe the *850 [platent” and “did not even know
about the *400 [p]atent until it was sued in 2011.” (D.L. 1241 at 23) Therefore, in Philips’ view,
“it had a good faith belief that it did not, and . . . does ﬁot, infringe” the 850 and ’400 patents.

(Id. at26)

" Masimo answers by citing testimony it contends shows that ||| GTcNcNNGTNGNGE
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The Court concludes that the parties have presented genuine disputes of material fact with

respect to willful infringement of the 850 patent. For example, at oral argument, _

reasonable factfinder hearing this (and the totality of record, admissible evidence) could

find for either side on this dispute. Thus, the Court will deny Philips’ motion with respect to the
*850 patent

With respect to the 400 patent, Masimo has not presented any evidence to support a
finding that Philips’ conduct was “willful, wanton, malicious, [or in] bad faith.” Halo, 136 S. Ct.
at 1932. A reasonable factfinder could not find that Philips subjectively intended to infringe the
*400 patent. Masimo argues that Philips willfully infringed Masimo’s *400 patent because “the

’400 patent includes a claim specifically directed to Philips’ precise calculation techniques.”
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(D.L. 1287 at 28) Even if true, this is an insufficient basis for a finding of willful infringement. -
. +Accordingly, the Court will grant Philips” motion with respect to the *400 patent.

| Motion 25: Philips’ MSJ (D.1. 1241) of No Literal Infringement of Claims 9,
| 10,.and 14 of the 154 Patent '

:Philips argues that the Court should grant summary judgment that Philips’ Accused
Products do not infringe claims 9, 10, and 14 of the 154 patent because the Accused Products

“do not ‘output’ an oxygen saturation that is ‘selected’ by the processot, as required by the

claims.” (D.I 1241 at 27) |

. Masimo responds that, despite the differences that Philips highlights, Philips® Accused

Products could still literally infringe claim 9 of the *154 patent."? (See D.1. 1287 at 28) [

|
.
1
The record demonstrates genuine disputes of material fact, including whether oxygen
saturat;ion measurements that imdergo additional processing can be found infringing.
Accordingly, the Court Wﬂi deny Philips’ motion.
o Mbtion 26: Philips’ MSJ (D.I. 1241) that Masimo is Pfecluded From Relying

on the Doctrine of Equivalents to Establish Infringement of Claims 9, 10, and
14 of the *154 Patent

2Claims 10 and 14 depend on claim 9 of the *154 patent. (See D.I. 1241 at27)
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Philips argues that Masimo should be precluded from relying on the doctrine of
equivalents to establish infringement of claims 9, 10, and 14 of thé ’154 patent, because
“Masimo made extensive amendments to claim 9 in response to rejections under sections 112
and 102(b). (D.I. 1241 at 31) Philips specifically argues that the “analysis” and “output”
requirements of claim 9 were added in response to the PTO’s rejections. (See id. at 31-32)

| Masimo counters that prosecution history estoppel does not apply because its
amendments “were only tangentially related to the patentability of the asserted claims, rebutting
the presumption that prosecution history estoppel applies.” (D.1. 1287 at 31) In support of its
argument, Masimo claims that the “analysis” and “output” requirements were not added to
overcome a section 102(b) rejection. (See id. at 31-32)

When presented with a narrowing amendment, the Court must “presum|e] that
prosecution history estoppel applies.” EMD Millipore Corp. v. All Pure Techs., Inc., 768 F.3d
1 156, 1204 (Fed. Cir. 2014). The patentee may then rebut the presumption by establishing one of
three exceptions to estoppel: “the equivalent [was] unforeseeable at the time of the application;
the rationale underlying the amendment [bore]} no more than a tangential relation to the
equivalent in question; or there [was] some other reason suggesting that the patentee could not
reasonably be expected fo have described the [equivalent].” Festo Corp. v. Shoketsu Kinzoku
Kogyo Kabushiki Co., 535 U.S. 722, 740-41 (2002).

Masimo relies on the “tangentiality” exception to rebut the presumption of prosecution
history estoppel. (See D.I. 1287 at 31) With respect to the “tangentiality” exception, the Court
must “focus[] on the patentee’s objectively apparent reason for the narrowing amendment” in the

“context in which the amendment was made.” Festo Corp. v. Shoketsu Kinzoku Kogyo
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Kabushiki Co., 344 F.3d 1359, 1369-70 (Fed. Cir. 2003) (en banc). Tangentiality 1s
demonstrated when “the reason for the narrowing amendment was peripheral, or not directly
relevant” to the equivalent in question. Id. at 1369. Further, “that reason [for the amendment]
should be discernible from the prosecution history record, if the public notice function of a patent
and its prosecution history is to have significance.” Id. “If the prosecution history reveals no
reason for the narrowing amendment, the presumption is not rebutted. . . . Silence does not
overcome the presumption.” Honeywell Int’l v. Hamilton Sundstrand Corp., 523 F.3d 1304,
1315-16 (Fed. Cir. 2008) (iﬁternal citation omitted).

Here, the prosecution history does not explain Masimo’s reasons for adding the
“analysis” and “output” requirements to the *154 patent. (See D.I. 1240-6 Ex. 11 at 48-49) At
best, the prosecution history indicates that the “analysis” requirément was not added to overcome
a section 102(b) rejection; but Masimo points to nothing in the record afﬁrmativ‘ely explaining
the reasons for amending the claim in question. (See id.) Similarly, Masimo does not identify
any record support for why the “output” requirement was added. (See id.) Because the
prosecution history “reveals no reason for the narrowing amendment[s],” Masimo has not A
vrebutted the presumption in favor of prosecution history estoppel. Hoﬁeywell, 523 F.3d at
1315-16.

Accordingly, the Court will grant Philips’ motion.

Motion 27: Philips’ MSJ (D.L. 1241) that the Nellcor Symphony System
Qualifies as Prior Art

Philips argues that the Court should grant summary judgment that the Nellcor Symphony

System (“Nellcor” or “Symphony System™) qualifies as prior art to the °949 patent because it was
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“on sale at the latest as ;)f July of 1997.” (D.I. 1241 at 32) To be prior art under section 102(b), |
there must be clear and convincing evidence that the alleged prior art was “in public use or on
sal¢ in this country, more than one year prior to the date” of the patent application being
challenged. 35 U.S.C. § 102(b) (2006). A party may meet its burden of proof under section
102(b) with testimony concerning a prior public use or sale that is corroborated by documentary
evidence, “preferably . . . physical records that were made contemporaneously with the alleged
prior invention.” Juicy Whip, Inc. v. Orange Bang, Inc., 292 F.3d 728, 743 (Fed. Cir. 2002).
Uncorroborated testimony “alone cannot surmount the hurdle that the clear and convincing
evidence standard imposes in proving patent invalidify.” Finnigan Corp. v. Int’l Trade Comm 'n,
180 F.3d 1354, 1370 (Fed. Cir. 1999).

Here, the record contains witness testimony and arguably corroborating documentary
evidence. (See D.I. 1287 at 33-34) Philips’ documentary evidence includes product manuals and
1996 FDA clearance for the Symphony System. (See D.I. 1302 at 16) Masimo counters that
Philips’ documents “do not show or corroborate a commercial sale or offer for sale” of the
Symphony Systefn. (D.I. 1287 at 34) Masimo also points out that “Philips presents no purchase
order, invoice, receipt, or other document showing or corroborating a sale of any version éf the
Symphony [S]ystem in the United States before the critical date.” (/d. at 35)

“[T)he uitimate determination of whether . . . oral testimony is sufficiently corroborated”
presents a factual question. T rdns Web LLC v. 3M Innovative Props. Co., 812 F.3d 1295, 1302
(Fed. Cir. 2016). Here, a reasonable factfinder could find that Philips’ product manuals and FDA
ﬁlings corrobérate testimony of a public use or sale at the pertinent time. Such a factfinder might

alternatively, however, reach the opposite conclusion. It follows, then, there is a genuine dispute
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of material fact on this issue.
- Accordingly, the Court will deny Philips’ motion.

: Motion 28: Philips’ MSJ (D.I. 1241) that the Nellcor Symphony System
} Includes a Docking Station as Required by Claims 4 and 7 of the 949 Patent

| Philips requests that thé Court grant summary judgment that the Nellcor Symphohy
System includes a docking station, as required by claims 4 and 7 of the *949 patent. (See D.I.
1241 .;t 32-36) The Symphony System consists of three components: the N-3000, N-3100, and
N—3200. (See id. ét 33) According to Philips, “[t]he N-3100 when combined with the N-3200
meets fhe‘ docking station limitation as construed by the [Clourt” and further “meets the

|
ﬁmitations recited in claims 4 and 7. (/d. at 34). Masimo counters that “any docking station
must Be the ... N-3200.”. (D.I. 1287 at 37) In Masimo’s view, since the N-3200 alone “does not
measufe an additional physiological parameter,” as the claims require, the N-3200. does not meet
the limitations of claims 4 and 7. (Id.)

: The record reveals genuine disputes of material fact. The parties disagree as to how many
components of the Symphony System comprise a docking station. The parties further disagree
on “wl?lether a skilled artisan would view” Philips’ combination of the N-3100 and N-3200 “as a
‘docking station’ under the claims.” (Id.) A reasonable factfinder could side with either Philips
or Masimo on these disputes..

| Accordingly, the Court wﬂl deny Philips’ motion.

Motion 29: Philips’ MSJ (D.I. 1241) that the Nellcor Symphony System
Renders Claim 10 of the *949 Patent Obvious

| Philips argues that the Court should grant summary judgment that “it would have been

obvious to combine the Nelicor Symphony System with the °272 [p]atent in 1999.” (D.L. 1241 at
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37) According to Philips, claim 10 of the 949 patent is obvious because “there was no
technological incompatibility that prevented the combination of the Nellcor Symphony with the
’272 patent in 1999.” (Id. at 39)

In response, Masimo argues that “skilled artisans Would not have been motivated to
combine the Symphony and the *272 patent technology because Nellcor — the purported designer
of the Syfnphony and [the] industry leader — had convinced the industry that the pulse oximetry
described in the *272 patent ‘was a trick.”” (D.I. 1287 at 38-39 (quoting D.I. 1240-10 Ex. 19 at

"4 100)) Masimo also notes that Nellcor raised “widespread skepticism that Masimo’s technology
worked.” (D.I. 1240-10 Ex. 19 at§ 100)

A claim is obvious when a person having ordinary skill in the art would have “an
apparent reason to combine the known elemenfs in the fashion claimed by the patent at issue.”
KSR Int’l Co. v. Teleflex, Inc., 550 U.S. 398, 418 (2007). As evidenced by the conflicting
testimony cited by the parties, the record demonstrates genuine disputes of material fact,
including whether skilled artisans would have any motivation to combine the Symphony System
and the °272 patent. (D.L. 1287 at 39) In particular, a reasonabie factfinder couid find that
skilled artisans would have combined Philips’ prior art, but could altematiifely find otherwise
(for reasons including Nellcor’s statements about the *272 patent). (See D.I. 1287 at 39)

Accordingly, the Court will deny Philips’ motion.

Motion 3¢: Philips® MSJ (D.I. 1241) that Claim 5 of the 400 Patent is
Indefinite

Philips argues that the Court should grant summary judgment that claim 5 of the *400

patent is indefinite. (See D.I. 1241 at 41) Claim 5 “includes the same phrase that is used in
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claim 17 of the °222 [p]atent” which was litigated in Masimo 1. (fd.) Since the Court held in
Masimt:o I that claim 17 of the 222 p‘atent was indefinite, Philips argues that the Court should
now ¢){tend the Masimo I ruling on the *222 patent to claim 5 of the *400 patent. (See id.)

:Masimo responds that the Court should not “extend[] the ruling on the *222 patent™ but, - |
insteadj, should make a decision on the *400 patent “based on the record pertaining to [c]laim 5 of
- the ’400 patent.” (D.I. 1287 at 41) That record, according to Masimo, shows that Philips® own
expert %“exellmined [c]laim 5 and agreed that a person of skill in the art would understand [the
claim] ;under the Court’s construction.” (fd.)

A patent is prcsuméd to be valid. See Microsoft Corp. v. i4i Ltd. P’ship, 564 U.S. 91, 95
~(2011): In light of this pﬂr_esumption, a party alleging indefiniteness must p_rbve by clear and
convinicing evidence that the claims fail to “inform those skilled in the art about the scope of the
invention with reasonable certainty.” Nautilus, Inc. v. Biosig Instruments, Inc., 134 S. Ct. 2120,
2129 (2014).

:Herc, Philips offers only theasser"[ed similarities between the *222 patent and‘the ’400
patent.] Given the record evidence — including Philips’ own expert’s téstimony regarding claim
5’s definiteness (see D.1. 1241 at 41; D.1. 1287 at41) —a reasohable factfinder would not have to
conclude that Philips has shown indefiniteness by clear and convincing evidence.

' Accordingly, the Court will deny Philips’ motion.

IV. *CONCLUSION |
;.For the forégoing reasons, the Court will grant in part and deny in part the parties’

motions. An appropriate Order follows.
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IN THE UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF DELAWARE

MASIMO CORPORATION,
Plaintiff,

C.A. No. 09-80-LPS
C.A. No. 11-742-LPS

V.

PHILIPS ELECTRONICS NORTH
AMERICA CORPORATION and PHILIPS
MEDIZIN SYSTEME BOBLINGEN GMBH,

N’ N N N N N N N N N’ N

Defendants.

ORDER
At Wilmington this 31st day of October, 2016:
For reasons discussed in the Memorandum Opinion issued this same date,
IT IS HEREBY ORDERED that:
1. Masimo’s Daubert motioﬁ to préciude testimony of Dr. Keeley, Dr. Dyro, and Dr.
| - Bergeron (C.A. No. 09-80 D.IL 1226)13 is GRANTED IN PART and DENIED IN PART.
2. Philips’ Daubert motiop to preclude testimony of Dr. Shah, Dr. Madisetti, and Dr.
Wagnér (D.I. 1232) is GRANTED IN PART and DENIED IN PART.
| 3. Masimo’s Motion for Leave to File Dr. Madisetti’s Supplemental Expert Report
(D.L 1*31_4) is GRANTED. |
4. Masimo’s motion for summary judgment (D.I. 1226) is GRANTED IN PART and
DENIED IN PART.

1

5. Philips’ motion for summary judgment (D.I. 1241) is GRANTED IN PART and

All references in this Order are to C.A. No. 09-80, unless otherwise noted.



DENIED IN PART.

6. As the Memorandum Opinion was filed under seal, the parties shall meet and
confer and shall, no later than November 2, submit a proposed redacted version. Thereafter, the
Court will issue a public version of its Memorandum Opinion.

7. The parties shall meet and confer and‘shall, no later than November 4, submit a |
joint status report, providing their position(s) as to how these cases should now proceed,
including what (if any) briefing should be provided relating to issues about the forthcoming trial;

such as those mentioned by Philips’ counsel at the most recent hearing.

HON. LEONARD P. STARK
UNITED STATES DISTRICT JUDGE





