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UNITED STATES DISTRICT COURT
CENTRAL DISTRICT OF CALIFORNIA

ICU MEDICAL, INC., CASE NO. SA CV 04-00689 MRP (VBKx)

Plaintiff, ORDER GRANTING IN PART
DEFENDANT ALARIS’ MOTION FOR
FEES, COSTS AND EXPENSES UNDER
35 U.S.C. § 285 AND GRANTING
ALARIS MEDICAL SYSTEMS, INC,, DEFENDANT ALARIS’ MOTION FOR

SANCTIONS PURSUANT TO FED, R.
Defendant. CIv.P. 11

V.

AND RELATED COUNTERCLAIMS

L

INTRODUCTION
On January 22, 2007, this Court granted defendant Alaris Medical Systems, Inc.’s
(*Alaris”) motion for summary judgment of invalidity of plaintiff ICU Medical, Inc.’s (“ICU")
“spikeless” claims, thereby dismissing ICU’s remaining claims in this case. As the prevailing
party, Alaris now seeks to recover fees, costs and expenses under 35 U.S.C. § 285,28 U.S.C. §
1927 and the Court’s inherent power. (See Alaris’ Mem. in Supp. of its Mot. for Fees, Costs and
Expenses under 35 U.S.C. § 285,28 U.S.C. § 1927 and the Court’s Inherent Power, filed Mar. 1,
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2007 (the “Fees Motion™).} Alaris has also renewed a prior motion for sanctions against ICU
under Federal Rule of Civil Procedure 11. (See Alaris’ Mem. of P. &. A. in Supp. of Al;n:_:;s’
Mot. for Sanctions Pursuant to Fed. R. Civ. P. 11, filed Sep. 19, 2005 and renewed on F el; 26,
2007 (the “Rule 1 1 Motion™).) On March 29, 2007, the Court heard oral argument from the
parties with respect to these motions and took them under submission.

The Court finds that this case is exceptional within the meaning of Section 285 and
awards Alaﬁs a portion of its requested attorney fees on that basis. The Court finds that
sanctions are also warranted under Rule 11 for ICU’s assertion of the “spike” claims in its
amended complaint, but finds that such sanctions are subsumed by the Court’s award of attorney

fees under Section 285. Further sanctions are otherwise inappropriate or unnecessary under

Section 1927 or the Court’s inherent power.

IL
DISCUSSION
The factual and procedural background of this case has been documented in the Court’s
prior orders and need not be repeated here.! ICU’s case has concluded by the Court’s grant of
Alaris’ request for summary judgment of noninfringement of ICU’s “spike” claims in U.S.
Patent Nos. 5,685,866 (“the ‘866 Patent”), 5,873,862 (“the ‘862 Patent”) and 6,572,592 (“the

‘592 Patent™), as well as Alaris’ request for summary judgment of invalidity of ICU’s

" The factual and procedural background can be found in the following Court documents:

1) July 30, 2004 Order Denying Plaintiff’s Motion for a Preliminary Injunction and Findings of Fact and
Conclusions of Law (“TRO/PI Denial Findings/Conclusions”),

2) July 17, 2006 Claim Construction Order (the “CC Order™),

3) July 17, 2006 Partial Summary Judgment Order for Noninfringement of “Spike” Claims and August 25,
2006 Findings of Fact Not Genuinely Contested and Conclusions of Law (collectively, “Spike PSJ
Findings/Conclusions™};

4) Jan. 22,2007 Order Granting Defendant Alaris’ Motion for Summary Judgment of Invalidity of Plaintiff
ICU’s “Spikeless” Claims under 35 U.S.C. § 112 (the “Spikeless SJ Order™); and

5) Feb. 21,2007 Findings of Fact Not Genuinely Contested and Conclusions of Law in Support of the Court’s
1/22/2007 Order Granting Alaris’ Motion for Summary Judgment of Invalidity of *Spikeless™ Claims under
35US.C. § 112,991 & 2 (“Spikeless 8] Findings/Conclusions™).
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“spikeless” claims in U.S. Patent No. 6,682,509 (*the ‘509 Patent”) and the ‘592 Patent.z‘ .
Having prevailed in the case, Alaris now seeks its fees, costs and expenses under Section l23!35,
Section 1927 and the Court’s inherent power for this nearly three-year long litigation. Alé%s has
also renewed a prior motion for Rule 11 sanctions targeting ICU’s assertion of the “spike:’ ;:Iaims

in the ‘866, ‘862 and ‘592 Patents in ICU’s amended complaint.

A, Legal Standards
1. Attorney Fees Under 35 U.S.C. § 285

Section 285 of the Patent Act authorizes the court to award “reasonable attorney fees to
the prevailing party” in “exceptional cases.” 35 U.S.C. § 285. Such fees are awarded when: 1} a
court finds that there is clear and convincing evidence that the case is exceptional; and 2) the
court then exercises its discretion to award fees to the prevailing party. Superior Fireplace Co.

v. Majestic Prods. Co., 270 F.3d 1358, 1376 (Fed. Cir. 2001); Sensonics, Inc. v. Aerosonic Corp.,
81 F.3d 1566, 1574 (Fed. Cir. 1996). The purpose of such an award is to rectify, at least in part,
the injustice done to the defendant caused by litigation brought in bad faith; this serves to defend
the court and the judicial system against abuse. Mathis v. Spears, 857 F.2d 749, 754 (Fed. Cir.
1988).

An exceptional case occurs “when there has been some material inappropriate conduct
related to the matter in litigation, such as willful infringement, fraud or inequitable conduct in
procuring the patent, misconduct during litigation, vexatious or unjustified litigation, conduct
that violates Fed. R. Civ. P. 11, or like infractions.” Brooks Furniture Mfg., Inc. v. Dutailier
Int’l, Inc., 393 F.3d 1378, 1381 (Fed. Cir. 2005). However, “[a]bsent misconduct in conduct of
the litigation or in securing the patent, sanctions may be imposed against the patentee only if
both (1) the litigation is brought in subjective bad faith, and (2) the litigation is objectively
baseless.” Id. (citing Prof’l Real Estate Investors v. Columbia Pictures Indus., Inc., 508 U.S. 49,

? The Court uses the terms “spike” and “spikeless™ here to describe and differentiate the needleless medical valve
claims and embodiments in ICU’s asserted patents that expressly recite a “spike” element from those that do not.
The term *“spikeless,” in particular, is not a term of art and does not appear in the patents-in-suit.
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60-61 (1993) (defining “sham” litigation under antitrust law)). The Federal Circvit has | -,
elaborated that when “the patentee is manifestly unreasonable in assessing infringement, ;_ai/:ilile
continuing to assert infringement in court, an inference is proper of bad faith, whether grélif:nded
in or denominated wrongful intent, recklessness, or gross negligence.” Eltech Sys. Corp. v. PPG
Indus., Inc., 903 F.2d 805, 811 (Fed. Cir. 1990). Thus, the “filing and maintaining of an .
infringement suit which the patentee knows, or on reasonable investigation should know, is
baseless constitutes grounds for declaring a case exceptional under 35 U.S.C. § 285.” Id. at 810
(quotation omitted).” Similarly, “[I]itigation misconduct and unprofessional behavior are
relevant to the award of attorney fees, and may suffice to make a case exceptional under § 285,”
as may the assertion of a frivolous claim intelpretation or the vexatious raising, litigating and
later dropping of claims or defenses, even when an honest mistake is alleged. Sensonics, 81 F.3d
at 1574; Bayer Aktiengesellschaft v. Duphar Int'l Research B.V., 738 F.2d 1237, 1243 (Fed. Cir.
1984); Beckman Instruments, Inc. v. LKB Produkter AB, 892 F.2d 1547, 1552 (Fed. Cir. 1989).

The Federal Circuit has also cautioned that “[a]ithough the trial judge may exercise his discretion

to award attorney fees and costs because of inequitable conduct during prosecution of the patent

¥ ICU advocates that, under Brooks, a finding of exceptionality based on a party’s bad faith engagement in
chjectively baseless litigation requires direct proof of that party’s subjective intent to engage in that litigation. ICU
is only partially correct, as such potent proof would be sufficient, but not necessary in showing bad faith. Prior
Federal Circuit authority, particularly under Eltech, stated that subjective bad faith could be: 1} “grounded in or
denominated wrongful intent, recklessness, or gross negligence;” or 2) derived from a party’s decision to engage in
litigation tactic that “the patentee knows, or on reasonable investigation should know, is baseless.” 903 F.2d at 810-
11. While the Eftech court required more than mere negligence to show bad faith, it also held that a party’s
knowledge of its litigation tactics’ baseless nature could be inferred objectively from the circumstances surrounding
those tactics. fd. at 810. This objective showing of a party’s subjective knowledge, and thus its bad faith, alleviated
the “difficulty of proving what is in an adversary’s mind” by granting the aggrieved party “liberty to prove facts
establishing that that adversary should have known, i.e. to prove facts that render the ‘T didn't know’ excuse
unacceptable.” Id.

Eltech’s objective articulation of what constitutes bad faith engagement in objectively baseless litigation,
otherwise termed vexatious, frivolous or unjustified under the Brooks standard, is consistent with authority cited by
the Brooks case, which cited to, and relied on, the Eltech standard. See, e.g., Brooks, 393 F.3d at 1381 (citing Foresf
Labs., Inc. v. Abbott Labs., 339 F.3d 1324, 1329-31 (Fed. Cir, 2003} (holding that in evaluating bad faith vexatious,
unjustified or frivolous litigation under Section 285, “the pertinent inquiry is thus whether [one party] knew or
should have known that it would be estopped from asserting [its] . . . patents against [the other party], but pursued
its infringement counterclaim anyway.” (citing Eltech, 903 F.2d at 810-11))). Thus, the Brooks panel did not
overrule or substantively narrow the bad faith standard advanced by Eitech. See also Phonometrics, Inc. v. Westin
Hotel Co., 350 F.3d 1242, 1246 (Fed. Cir. 2003) (citing the Eltech standard), Haynes Int'l Inc. v. Jessop Steel Co., 8
F.3d 1573, 1579 (Fed. Cir. 1993) (same); see also South Corp. v. United States, 690 F.2d 1368, 1370 n.2 (Fed. Cir.
1982) (en banc) (holding that only an en banc court can overrule earlier panel decisions).
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or misconduct during litigation, attorney fees are not to be routinely assessed against a losing
party in litigation[,] in order to avoid penalizing a party for merely defending or prosecutglflf!g a
lawsuit.” McNeil-PPC, Inc. v. L. Perrigo Co., 337 F.3d 1362, 1372 (Fed. Cir. 2003) (citétion
and quotation marks omitted). Finally, in assessing whether a case qualifies as exceptional, “the
district court must look at the totality of the circumstances.” Yamanouchi Pharm. Co., Ltd. v.
Danbury Pharmacal, Inc., 231 F.3d 1339, 1346-47 (Fed. Cir. 2000).

Once the court finds a case exceptional, it may award fees based on “the relevant
considerations, such as the closeness of the case, the tactics of counsel, the flagrant or good faith
character of the parties’ conduct, and any other factors contributing to imposition of punitive
sanctions or to fair allocation of the burdens of litigation.” Perricone v. Medicis Pharm. Corp.,
432 F.3d 1368, 1380-81 (Fed. Cir. 2005). “The court’s choice of discretionary ruling should be
in furtherance of the policies of the laws that are being enforced, as informed by the court's
familiarity with the matter in litigation and the interest of justice.” S.C. Johnson & Son, Inc. v.
Carter-Wallace, Inc., 781 F.2d 198, 201 (Fed. Cir. 1986) (citation omitted). In exceptional
cases, the aggrieved party is entitled to an award of “the portion of its attorney fees which related
to the vexatious litigation strategy and other misconduct.” Beckman, 892 F.2d at 1553. “The
determination of the amount of the award remains within the discretion of the trial court, since it
is the trial judge who is in the best position to know how severely [the offending party's]
misconduct has affected the litigation.” /d. Thus, where litigation misconduct forms the basis
for finding that the case is exceptional under Section 285, the record must establish a causal

nexus between the fees claimed and the misconduct. Id,

2. Sanctions Under Federal Rule of Civil Procedure 11

Federal Rule of Civil Procedure 11 permits sanctions for filings, such as pleadings,
motions or other “paper[s],” where: 1) such papers are legally or factually baseless from an
objective perspective; and 2) the asserting party cannot show that it conducted a reasonable and
competent inquiry before signing and filing the document. Fed. R. Civ. P. 11; Christian v.
Martel, 286 F.3d 1118, 1127 (Sth Cir. 2002); View Eng’g, Inc. v. Robotic Vision Sys., Inc., 208
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F.3d 981, 985-96 (Fed. Cir. 2000). A claim is ]cg'ally baseless if it is legally unreasonable;while
a claim is factually baseless if it lacks factual foundation. Estate of Blue v. County of L(;vs;l ,I
Angeles, 120 F.3d 982, 985 (9th Cir. 1997). The party asserting the claim bears the burdt%é:iof ‘
showing that its inquiry was reasonable and competent. View Eng’g, 208 F.3d at 986. Rule 11
sanctions are designed to “reduce frivolous claims, defenses or motions and to deter costly
meritiess maneuvers, thereby avoiding delay and unnecessary expense in litigation.” Christian,
286 F.3d at 1127 (citation and quotation marks omitted). Rule 11 sanctions are thus limited “to
what is sufficient to deter repetition of such conduct or comparable conduct by others similarly
situated.” Fed. R. Civ. P. 11(c)(2).

Unlike sanctions under Section 285, Section 1927 or the Court’s inherent power, which
may be based on aﬁorney misconduct, Rule 11 sénctions are only available with regard to signed
papers filed with the court. United Energy Owners Comm., Inc. v. U.S. Energy Mgmt. Sys., Inc.,
837 F.2d 356, 364-65 (9th Cir. 1988). Rule 11 sanctions for a patent infringement claim would
be appropriate if it is legally unreasonable or without factual foundation such that an objectively
reasonable attorney would not believe that every claim limitation reads on the accused products

either literally or under the doctrine of equivalents. View Eng'g, 208 F.3d at 986.

3. Sanctions Under 28 U.S.C. § 1927

Section 1927 under Title 28 of the United States Code, entitled “Counsel’s liability for
excessive costs,” provides: “Any attorney . . . who so multiplies the proceedings in any case
unreasonably and vexatiously may be required by the court to satisfv personally the excess costs,
expenses, and attorneys’ fees reasonably incurred because of such conduct.” 28 U.S.C. § 1927.
An award of sanctions under Section 1927 must be supported by a finding of subjective bad faith
for “unnecessary filings and tactics once a lawsuit has begun.” Trulis v. Barton, 107 F.3d 685,
694 (9th Cir. 1995) (citation omitted); In re Keegan Mgmt. Co. Secs. Litig., 78 F.3d 431, 435
(9th Cir. 1996). “Bad faith is present when an attorney knowingly or recklessly raises a frivolous
argument or argues a meritorious claim for the purpose of harassing an opponent.” Trulis, 107

F.3d at 694 (citation and quotation marks omitted). Unlike sanctions under Rule 11, sanctions
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under Section 1927 do not require that a filing be entirely frivolous, so long as a finding of bad
1.

faith intention to harass or recklessness is made. In re Keegan Mgmt. Co., 78 F.3d at 4363
'

4, Sanctions Under the Court’s Inherent Power

Alaris also seeks an award of fees and costs under the Court’s inherent power to sanction
the prosecution of bad faith litigation and litigation misconduct. “The inherent power
encompasses the power to sanction attorney or party misconduct,” and includes the power to
assess fees and costs “when a party has acted in bad faith, vexatiously, wantonly, or for
oppressive reasons.” Chambers v. NASCO, Inc., 501 U.S. 32, 45-46 (1991) (citation omitted).
The Ninth Circuit specifically requires a finding of bad faith in order for a court to grant
sanctions under its inherent power. In re Keegan Mgmt. Co., 78 F.3d at 436 (citations omitted).
While the Supreme Court has advised that the sanctioning scheme found in various statutes and
rules has not displaced the courts’ inherent power, “when there is bad-faith conduct in the course
of litigation that could be adequately sanctioned under [a statute or] the Rules, the court
ordinarily should rely on the [statute or] Rules rather than the inherent power.” Chambers, 501
U.S. at 46, 50.

B. Analysis Under 35 U.S.C. § 285

1. Alaris is the Prevailing Party

Determination of the prevailing party is based on the relation of the litigation result to the
overall objective of the litigation, and not on a count of the number of claims and defenses.
Brooks, 393 F.3d at 1381 (citing Tex. State Teachers Ass'n v. Garland Indep. Sch. Dist., 489 U.S.
782, 789 (1989) (“plaintiffs may be considered ‘prevailing parties’ for attorney’s fees purposes if}
they succeed on any significant issue in litigation which achieves some of the benefit the parties
sought in bringing the suit”) (citation and quotation marks omitted)). ICU accused Alaris of
infringing four of its patents and demanded that Alaris cease producing the accused SmartSite
products. When Alaris established its non-infringement of ICU’s “spike” claims and the

invalidity of ICU’s “spikeless” claims, it prevailed in the litigation.

7.
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2. This Case is Exceptional ; "',
A
The Court finds that this case is exceptional by the clear and convincing ev1dence that

Alaris has provided. This evidence shows that ICU engaged in improper litigation when 1tJ
sought the temporary restraining order and preliminary injunction (the “TRO/PI”") and when it
later asserted the “spike” claims in an amended complaint after the TRO/PI was denied. Both
the TRO/PI request and the amended complaint’s assertion of the “spike” claims were
objectively baseless and brought in bad faith, making this case an exceptional one. The Court

addresses each in turn.

a) ICU'’s Request for a Temporary Restraining Order and Preliminary
Injunction in June 2004

The facts surrounding ICU’s request for the TRO/PI are sufficient by themselves to make
this case exceptional. ICU filed this lawsuit on June 16, 2004, asserting only the ‘509 Patent and
its “spikeless” claims, claims 17-23, which ICU states were drafted and prosecuted specifically
to combat Alaris’ SmartSite Valve. Upon the filing of this lawsuit, ICU also filed an ex parte
application for a temporary restraining order and order to show cause why Alaris should not be
preliminarily enjoined from making, using and selling SmartSite Valves (the TRO/PI). The
Court denied ICU’s request for the TRO/PI in July 2004, however, ICU engaged in several
improper litigation tactics at the beginning of the case.

First, ICU asserted only facially invalid claims in the ‘509 Patent in requesting the
TRO/P], all the while maintaining that it was diligent and pursuing valid claims before the Court.
Approximately 22 of the ‘509 Patent’s total 29 claims were identical to claims in the ‘592 Patent,
while six of the seven asserted ‘509 Patent claims (claims 17-22) were identical to ‘592 Patent
claims (claims 35-39 and 46), and the remaining claim, claim 23, suffered from an improper
claim of dependency on claim 22.

These were flaws that even a cursory review of the asserted patent’s prosecution history
would have revealed. The prosecution histories of the ‘509 and ‘592 Patents are interrelated, as

ICU applied for the *509 Patent during the prosecution of the ‘592 Patent. ICU filed the

-8-
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application for the ‘592 Patent on May 9, 2000. On November 19, 2001, ICU presented twenty-
nine more or less identical claims to the Patent and Trademark Office (“PTO”) twice: 1) 1'nJJan
amendment to ICU’s then-pending application that ultimately became the ‘592 Patent; and;Q) in
ICU’s new continuation application for the ‘509 Patent. The ‘509 Patent was thus a “child"’ of
the 592 Patent; it derived from the ‘592 Patent application and included virtually the same
“spikeless” claims. The ‘592 Patent issued on June 3, 2003, while the ‘509 Patent issued on
January 27, 2004. One of the prosecuting attorneys for the ‘592 and ‘509 Patents stated that he
believed his firm filed the duplicate claims to “get the claims allowed more quickly,” but this
race between the patents was not disclosed to the PTO. (See Alaris Fees Mot. Reply Br. at 5.)
After the ‘509 Patent issued, ICU requested that the PTO correct, among other things, two
articles in each of asserted claims 17 and 20 (*an” to “a” and “a” to “an’’), and remove a “g”
from “snuggly,” to read “snugly,” in claims 20-22. The double-patenting, however, was not
discovered or noted by the PTO. The requested Certificate of Correction issued on June 13,
2004. ICU filed this suit the following day, asserting only the ‘509 Patent, and requested the
TRO/PI two days after that. At that time, the corresponding claims of the ‘592 Patent contained
five of the seven errors that were corrected in the asserted claims of the ‘509 Patent.

ICU was at best grossly negligent in failing to detect the presence of the double-patented
claims in the ‘509 Patent before asserting them in the complaint and before claiming diligence
before the Court in requesting the TRO/PI. This is especially true given that the ‘509 and ‘592
Patents are both ICU patents, derive from the same 1992 application, share a Common
Specification, have the same inventor and were prosecuted by the same patent lawyers for ICU
only three years before in the same November 2001 filing. Standing alone, these facts arguably
could be taken to indicate that ICU did not perform any reasonable investigation of the asserted
patents and their relatedness before initiating the litigation, despite having months, if not years to
do so. In this regard, ICU claims that it missed the double-patenting because it was focused
instead on the obviousness objections raised by the PTO Examiner, who-also failed to note the
double-patented claims. But the facts show that ICU was decidedly aware of the ‘592 Patent’s

existence, having attached the cover page from the ‘592 Patent, but not the claims, in their

9.
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TRO/PI material supporting the “indicia of validity” for the ‘509 Patent. Furthermore, ICU must
have been acutely aware of the interrelatedness of the two patents given the fact that ICUlh;d
been working specifically on the ‘509 Patent in securing a Certification of Correction fror:r;f:the
PTO immediately prior to filing this suit, one of whose corrections tied the ‘509 Patent’s
prosecution history to the ‘592 Patent and the November 2001 filing. Finally, ICU’s litigation
counsel had, by that time, worked with other ICU patents that also included the ‘592 Patent in
their prosecution histories in earlier litigation. That ICU was unable to detect these obvious
flaws in its asserted patent for several months before and after the commencement of the
litigation shows not mere negligence, but gross negligence or studied ignorance, neither of which
justifies placing the burden on Alaris. ICU’s self-serving protests that they “didn’t know” of the
double-patenting and simply overlooked the “red flags™ just discussed are wholly unconvincing,
Further, Alaris need not show what was in ICU’s “mind” in overlooking these errors, and is at
“liberty to prove facts establishing that [ICU] should have known, i.e. to prove facts that render
the ‘I didn't know’ excuse unacceptable.” Eltech, 903 F.2d at 810.

However, ICU compounded this egregious “oversight” by failing to acknowledge or
correct these claims’ deficiencies or to withdraw them in an expeditious manner, despite being
told of the double-patenting by Alaris and the Court. For example, Alaris first pointed out the
double-patenting in the ‘509 claims to ICU before the hearing on the TRO/PI. As early as July
2004, Alaris outlined citations to the text of the duplicate claims, but ICU disregarded this
warning from its adversary and later erroneously asserted the validity of those claims in the
preliminary injunction hearing. Later, the Court cited the double-patented claims in the ‘509
Patent as one of the main reasons it denied the TRO/PI. Rather than correct the error after these
two warnings, ICU kept four of the claims from the TRO/P] hearing in the case and then added
more double-patented claims from ‘509 Patent (claims 1-10) that were also found in the ‘592
Patent (claims 17-26). ICU did not publicly acknowledge the double-patenting of those claims
until over a year later. 1CU now tries to excuse this delay by terming the double-patenting
euphemistically as an “insurmountable problem™ and stating that it took the best course of action

it could by ceasing to actively assert those claims in the case, despite failing to actually drop

-10-
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them. This response, too, was vexatious, as Alaris still had to contend with the real possibility oﬁ
I
being forced to continue to litigate these invalid claims. Thus, ICU’s added recalcitrancei 1n the

L

.

face of having made an arguably inexcusable error portends bad faith. .

U

Second, ICU misleadingly portrayed its diligence by selectively asserting the ‘509 Patent
instead of the ‘592 Patent, which had issued nearly a year before ICU requested the TRO/PL It
is important to note that when ICU requested the TRO/P1, Alaris’ SmartSite Valve had already
been on the market since 1996. However, because, in ICU’s view, the ‘509 Patent represented
the best arrow in ICU’s quiver to combat Alaris’ SmartSite Valve, ICU represented to the Court
that Federal Circuit authority required that ICU wait until the Certificate of Correction issued on
'the ‘509 Patent in June 2006 before it could file this suit. The fact that ICU prosecuted a patent
to combat a competitor’s product and then sued on that patent is not noteworthy®, but ICU was
disingenuous in claiming that it acted diligently in asserting the ‘509 Patent instead of the ‘592
Patent or that it was somehow precluded from asserting the earlier ‘592 Patent by .Federal Circuit
authority. ICU’s claim that the ‘509 Patent’s Certificate of Correction had “very serious
corrections,” including changing the history of the ‘509 Patent to be a continuation-in-part
application and providing a proper antecedent basis for claim 1, is doubtful, if not wholly
unavailing. Again, a review of the ‘592 Patent would have shown that it contained virtually
identical claims to the ones ICU was asserting in the ‘509 Patent, meaning ICU could have
asserted its rights with a different patent nearly a year earlier. This is precisely what ICU
ultimately did when it later amended its complaint to include the ‘592 Patent’s nearly identical
“spikeless” claims — in their uncorrected form — after the Court denied ICU’s request for the
TRO/PI. Under those facts, ICU’s excuse that the Certificate of Correction was needed and that
Federal Circuit authority precluded its filing earlier was entirely invalid. ICU was not diligent in

asserting the ‘509 Patent and ICU’s attempt to conceal its lack of diligence by asserting the ‘509

* See Kingsdown Med. Consultants, Ltd. v. Hollister Inc., 863 F.2d 867, 874 (Fed. Cir. 1988) (“[T]here is nothing
improper, illegal or inequitable in filing a patent application for the purpose of obtaining a right to exclude a known
competitor's product from the market; nor is it in any manner improper to amend or insert claims intended to cover a
competitor's product the applicant's attorney has learned about during the prosecution of a patent application. Any
such amendment or insertion must comply with all statutes and regulations, of course, but, if it does, its genesis in
the marketplace is simply irrelevant and cannot of itself evidence deceitful intent.”).

-11-
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Patent instead of the ‘592 Patent demonstrated bad faith. e

Third, when Alaris challenged the presumption of validity of ICU’s asserted “spikfeiess”
claims at the TRO/PI hearing, ICU represented to the Court that there was “clearly” a “sp‘ilgeless”
valve embodiment disclosed in Figures 13 and 20-22 of the Common Specification to the ‘509
Patent. A superficial review of these Figures shows that they did not contain or demonstrate any
“spikeless” embodiment, something Judge Stotler later discerned. Over two years later, ICU
eventually acknowledged that these figures do not, in fact, contain a “spikeless” embodiment,
and stated its original claim was an “honest mistake.” Again, gross negligence may have caused
ICU’s initial error in arguing that theses figures illustrated a “spikeless” embodiment, but bad
faith drove ICU’s insistence on this argument as well as its failure to timely correct or explain its
error.

In total, ICU’s request for the TRO/PI was objectively baseless and brought in bad faith.
When faced with facts, errors and omissions that would have deterred a prudent and objectively
reasonable counsel from pursuing the TRO/PI, ICU stayed the course and forced Alaris to
litigate a meritless action. ICU made multiple, repeated misrepresentations, whether knowingly
or recklessly, to the Court regarding its own patents in an effort to conceal what are now
characterized as errors in order to rescue the TRO/PI from denial. Ultimately, one of the most

telling facts is that all of the claims that ICU asserted in the TRO/PI proceeding were ultimately

withdrawn, These extraordinary tactics, standing alone, suffice to make this case exceptional.

b) ICU’s Assertion of Its “Spike " Claims in the ‘866, ‘862 and 3592 Patents
ICU’s next step in the litigation was also improper and served to exacerbate the case’s
exceptional nature. Having been denied a TRO/PI on the basis of the “spikeless™ claims of the
‘509 Patent, ICU moved to amend its complaint in October 2004 to include claims describing a
medical valve with a “spike” element, termed “spike” claims. These “spike” claims were
contained in ICU’s ‘862 and ‘866 “spike” Patents and in the ‘592 Patent, which contained both

“spike and “spikeless” claims. The Court granted ICU leave to amend the complaint in
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