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Microsoft Wins $520 million Patent
Infringement Appeal

On Wednesday, March 2, 2005, Microsoft Corporation scored a $520
million victory in the closely watched Internet Explorer patent litigation
commenced by Eolas Technologies. Although the United States Court of
Appeals for the Federal Circuit upheld the district court’s claim construction,
it was determined that the district court erred when it excluded from consider-

ation certain prior art that should have been considered when determining
invalidity. This failure to consider all relevant prior art lead to the district
court making several key rulings in Eolas’ favor, which now must be
reconsidered by the district court.

The story of this litigation begins on February 2, 1999, when Eolas
Technologies brought an infringement action against Microsoft in the United
States District Court for the Northern District of Illinois. In that filing Eolas
alleged infringement of U.S. Patent No. 5,838,906. In a nutshell, Eolas’
patent infringement claims charged that certain aspects of Microsoft’s wildly
popular Internet Explorer incorporate its invention, thereby making Microsoft
liable for patent infringement. Ultimately, in January of 2004, the district
entered judgment against Microsoft in the amount of $520,562,280.00.

The primary issues on appeal to the Federal Circuit surrounded the Viola
Web browser invented by Pei-Yuan Wei, was in public use more than one year
before Eolas’ invention. Microsoft asserted that Viola was prior art that invali-
dated the claims of the "906 patent.

At trial Wei testified that he had written code for Viola in May 1993. Wei
also testified that he contemporaneously demonstrated this very capability to
Sun Microsystems engineers on May 7, 1993. Wei also demonstrated a second
version of Viola to the district court during the trial. This alternative version
represented Wei's attempt on May 27, 1993, to improve the earlier version of
Viola. Apparently due to a bug in the program, Wei could not make this ver-
sion function in the courtroom. Nevertheless, testimony at the trial estab-
lished that both versions of the Viola code taught all of the limitations of the
claims at issue in Eolas’ "906 patent.

Notwithstanding the evidence submitted by Microsoft regarding Viola, the
district court found as a matter of law that Wei abandoned, suppressed or
concealed Viola within the meaning of section 102(g), thereby rendering Viola
incapable of being prior art. The district court reached this conclusion
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because Wei disclosed the first version of
Viola only to the Sun engineers and then
shortly thereafter modified it to become a
second generation program. The district
court extended this finding to section
102(b) and found as a matter of law that
since the first version was abandoned,
showing it to the Sun engineers could not
constitute a public use.

With respect to these prior art rulings
issued by the district court, the Federal
Circuit, ruled that the district court erred
in finding that DX34 was abandoned, sup-
pressed or concealed within the meaning of
section 102(g). The Federal Circuit
explained that the evidence clearly demon-
strated that Wei showed two Sun employees
Viola, and that this showing was done with-
out a confidentiality agreement in place.
Under well established patent law rules,
demonstration of an invention without a
confidentiality agreement in place means
that there has indeed been a public use
under 102(b). Furthermore, because there
was a public use without a confidentiality
agreement the district court was equally
erroneous in concluding that Wei had
abandoned, suppressed or concealed the
invention. As a result, the Federal Circuit
had little trouble overturning these prior
art rulings, and also determining that the
district court erred in ruling that Viola did
not as a matter of law anticipate or render
the '906 patent obvious. As a result of
these reversals, the Federal Circuit remand-
ed for additional proceedings on these
issues.

In addition to reversing the prior art
rulings, the Federal Circuit also took issue
with the district court’s determination
regarding inequitable conduct. As a result
of believing that the Viola web browser did
not constitute prior art the district court
also ruled, with little factual analysis, that
Eolas was under no obligation to disclose
the existence of Viola to the patent examin-
er, despite the fact that some evidence
established that one of the inventors of the
’906 patent knew of the existence of Viola
but did not disclose any information regard-
ing the software to the patent examiner.
The ruling of the district court with respect
to possible inequitable conduct would have
been the appropriate ruling regarding the
propriety of disclosing the existence of the
Viola software had the prior art rulings
been appropriate. Because the prior art
rulings of the district court were erroneous,
the inequitable conduct ruling that dove-
tailed from those prior art rulings was
defective in that not all relevant factual
information was considered prior to reach-
ing the determination as to whether the
duty of candor owed to the Patent Office
had been violated by the inventor.
Therefore, the Federal Circuit directed the
district court to further consider the issue
of inequitable conduct on remand, particu-
larly whether there was any intent to
deceive the patent examiner.
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