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CLAIMS-IN-SUIT

U.S. Patent No. 8,191,091:

13.

14.

15.

16.

A method of decrypting programming at a receiver station, said method
comprising the steps of:

receiving an encrypted digital information transmission including
encrypted information;

detecting in said encrypted digital information transmission the
presence of an instruct-to-enable signal;

passing said instruct-to-enable signal to a processor;

determining a fashion in which said receiver station locates a first
decryption key by processing said instruct-to-enable signal;

locating said first decryption key based on said step of determining;

decrypting said encrypted information using said first decryption key;
and

outputting said programming based on said step of decrypting.

The method of claim 13, further comprising the step of computing a second
decryption key, and wherein said step of decrypting comprises decrypting said
encrypted information using said first and second decryption keys.

The method of claim 14, wherein said first and second decryption keys are
used to decrypt a video portion of said programming.

The method of claim 13, further comprising the step of storing information
evidencing said step of decrypting.
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GLOSSARY

’091 Patent U.S. Patent No. 8,191,091

’145 Application U.S. Patent Application No. 08/474,145

’507 Application U.S. Patent Application No. 08/485,507

’635 Patent U.S. Patent No. 8,559,635

1981 Application U.S. Patent Application No. 06/317,510, filed
November 3, 1981

1987 Application U.S. Patent Application No. 07/096,096, tiled
September 11, 1987

Apple Appellee Apple, Inc.

GATT Uruguay Round of the General Agreement on Tariffs
and Trade

IPR Inter partes review

MPEP Manual of Patent Examining Procedure

NROTC Naval Reserve Officer Training Corps

PCT Patent Cooperation Treaty

PMC Appellant Personalized Media Communications, LLC

PMMC Personalized Mass Media Corporation

PTAB Patent Trial and Appeal Board

PTO Patent & Trademark Office
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STATEMENT OF RELATED CASES
The following cases are related:

CAFC No. 2020-1197, Personalized Media Communications, LLC v. Apple
Inc.

CAFC No. 2020-1198, Personalized Media Communications, LLC v. Apple
Inc.

CAFC No. 2021-1788, Personalized Media Communications, LLC v.
Google LLC

CAFC No. 2021-1835, Personalized Media Communications LLC v. Google
LLC
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INTRODUCTION

In this case, PMC proved to a jury that Apple has been intentionally inducing
infringement of the 091 Patent since that patent issued in 2012. The district court,
however, threw out the jury verdict, invoking the rarely-employed doctrine of
prosecution laches—which this Court has not applied to an issued patent since the
Supreme Court’s landmark decision in SCA Hygiene—to declare the 091 Patent
unenforceable. This Court should reverse that decision, which was an abuse of
discretion based on numerous legal and clear factual errors. The record plainly
demonstrates that this is not the extraordinarily rare case that justifies stripping an
issued patent of its enforceability on the basis of laches during prosecution.

The district court’s decision rested on multiple fatal errors. Most notably, the
court treated this case as being on all fours with Hyatt v. Hirshfeld, 998 F.3d 1347
(Fed. Circ. 2021), which was a § 145 action against the PTO. But PMC’s good faith
prosecution of its applications—which has resulted in PMC obtaining issuance of
more than 100 patents—bears no resemblance to the conduct at issue in Hyatt or any
other precedent finding laches. The court also committed legal error by giving PMC
no credit for entering an agreement with the PTO to consolidate and sequence the
prosecution of its applications. That agreement, with which PMC fully complied,
should have been enough to preclude the court’s finding of laches, but the court

actually held the agreement against PMC. The court’s legal errors also included
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condemning PMC for actions required by PTO rules, such as filing multiple
applications to claim separate and distinct inventions and disclosing prior art that
had been asserted by alleged infringers against patents in the same family. And the
court committed legal error by blaming PMC for delays that were unrelated to
PMC’s conduct during prosecution, including three lengthy delays imposed by the
PTO for reasons that the PTO later disavowed or that PMC overcame on the merits.
Moreover, the court’s most important findings of fact lacked any record
support. They include its finding that PMC made it “virtually impossible” for the
PTO to examine its applications—that finding obviously is wrong, given that the
PTO issued regular office actions and awarded PMC nearly 100 patents. Apple had
no witnesses to testify that any of PMC’s prosecution conduct was unreasonable and
presented no witnesses to rebut PMC’s explanations of its conduct that were
provided to and accepted by the PTO. And the court went astray by finding that
Apple had established intervening rights and therefore prejudice, when Apple’s case
focused on events long predating Apple’s development of its accused method.
Judges may declare a patent unenforceable for prosecution laches only in
“egregious cases of misuse of the statutory patent system.” Symbol Techs., Inc. v.
Lemelson Med., Educ. & Rsch. Found., 422 F.3d 1378, 1385 (Fed. Cir. 2005)
(Symbol II), amended on reh’g in part, 429 F.3d 1051 (2005). There was zero

evidence that PMC engaged in any of the delays-for-delay’s sake that have resulted
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in laches in other cases. The district court stated that Hyatt dictated the outcome
here, calling Hyatt the “proverbial ‘white horse’ case.” But Hyatt was a horse of a
different color. In Hyatt, this Court found that the PTO had given Hyatt “the
opportunity to avoid prosecution laches” by instructing him to identify written
description support and priority date support, demarcate his applications, and
address atypical requirements. 998 F.3d at 1366. While Hyatt spurned that
opportunity and made examination of his applications “effectively impossible,”
PMC did the very opposite. PMC entered into a consolidation agreement with the
PTO in 1999 and complied with it, reorganizing its applications’ claims into a
reduced number of applications, grouped by subject matter, with clearly stated
priority dates, and PMC agreed to comply with an administrative requirement. The
PTO acknowledged PMC’s good faith efforts, taking the remarkable step in 2002 of
both retracting a notice of abandonment and apologizing after an examiner, failing
to honor the consolidation agreement, accused PMC of laches. That same year the
PTO recognized PMC’s “bona fide attempt to advance” the ’091 Patent’s application
“to final action.” And the PTO issued nearly 100 patents to PMC. The district
court’s reliance on Hyatt improperly gave no weight to those crucial differences.
The district court’s finding that Apple established intervening rights, which is
necessary to establish prejudice under this Court’s precedents, also was particularly

flawed as a matter of law. The district court found that Apple did not begin
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developing its accused method until 2003. Yet both Apple and the district court
focused almost entirely on PMC’s conduct before PMC filed the application for the
’091 Patent in 1995, and before PMC and the PTO entered the consolidation
agreement in 1999. Apple scarcely tried to show delays in prosecution after 2002,
pointing only to some routine narrowing amendments in 2003 that cannot plausibly
be labeled “egregious.” While the PTO suspended examination from 2003 to 2009,
that was due to reexaminations filed by third parties of PMC’s previously-issued
patents, not PMC’s conduct during prosecution of its pending applications, and PMC
constantly asked the PTO to lift that suspension and move faster. Once that
suspension finally was lifted in 2009, dozens of patents began issuing to PMC
without delay. Therefore, even if this Court concludes that PMC caused some
unreasonable delays in the 1980s or 1990s, Apple’s laches defense still must fail.
All told, the decision below marks a radical and unjustifiable expansion of the
prosecution laches doctrine. No court ever has imposed laches when the applicant
and the PTO agreed to a plan for prosecution and the applicant complied with it. No
court has ever imposed laches when the applicant repeatedly urged the PTO to lift
suspensions and move the prosecution forward faster. The finding of prosecution
laches in this case is unwarranted judicial second-guessing of the PTO’s docket-
management decisions—the PTO’s decision to enter the consolidation agreement

with PMC, and its decision to suspend examination of PMC’s applications, over
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PMC’s objection, while it reexamined PMC’s previously-issued patents. If allowed
to stand on the weak record of speculation and hyperbole that Apple cobbled
together, the result here will dramatically undermine the certainty of rights in all
patents issued after a lengthy prosecution. It will ensure, in short, that prosecution
laches becomes as common and abused a defense as pre-suit laches was before SCA
Hygiene and inequitable conduct was before Therasense. For the reasons set forth
herein, the Court should reverse the decision below and direct the district court to
reinstate the jury verdict.

STATEMENT OF JURISDICTION

The district court had jurisdiction under 28 U.S.C. §§ 1331 and 1338. The
court entered final judgment on August 6, 2021, Appx43-44, and PMC noticed its
appeal on September 1, 2021, Appx9629-9631. Apple filed a consolidated Rule
50(b)/Rule 59 motion on September 3, 2021 (D. Ct. Dkt. No. 660), which the district
court denied as moot on September 14, 2021 (D. Ct. Dkt. No. 663). This Court has
jurisdiction under 28 U.S.C. § 1295(a).

STATEMENT OF THE ISSUES

1. Whether the district court committed legal and clear factual errors and
otherwise abused its discretion in holding that Apple met its burden of establishing,
by clear and convincing evidence, that PMC’s conduct in prosecuting the *091 Patent

constituted an egregious misuse of the patent system causing an unreasonable and
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unexplained delay in prosecution, and so declaring the 091 Patent unenforceable
based on prosecution laches.

2. Whether the district court committed legal and clear factual errors and
otherwise abused its discretion in holding that Apple met its burden of establishing,
by clear and convincing evidence, intervening rights during a period of unreasonable
and unexplained delay, and so declaring the 091 Patent unenforceable based on

prosecution laches.

STATEMENT OF THE CASE

L. John Harvey pioneers novel communications technology and prosecutes
his first patent.

The technology behind the 091 Patent stems from the vision and efforts of
PMC’s founder and chair, John Harvey. Mr. Harvey’s is a quintessential American
success story. He attended Yale in the 1960s on an NROTC scholarship, then gained
experience in the encryption and decryption of radio broadcasts as a communications
officer in the Navy. Appx5607-5608(318:4-324:3). After the Navy, Mr. Harvey
enrolled in business school, where he studied computer functionality and
programming. Appx5608(324:4-15). He then held finance positions in several
companies, but he never lost his “passion for telecommunications.”
Appx5582(219:17); Appx5608(324:16-325:19).

Mr. Harvey collaborated with his friend James Cuddihy, an engineer and the

other named inventor on the 091 Patent, on a system using signals embedded in
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broadcast programming. Appx5582(220:2-11); Appx5608-5609(325:24-326:3);
Appx5609(328:1-6). They filed their first patent application on November 3, 1981,
and, after six years of examination, their first patent issued on September 15, 1987.
Appx5610(330:10-20); see Appx8075(91-2). A continuation of the 1981
Application, filed in February 1986, issued as a second patent in November 1987.
Appx8075(99| 6-7).

Messrs. Harvey and Cuddihy faced severe resource constraints throughout
this early period. Mr. Harvey sought free advice concerning intellectual property
protection from an NROTC friend, Thomas Scott, who went to law school after the
Navy and was working for the Department of Justice. Appx5609-5610(329:11-
329:24). But the applicants largely handled the prosecution themselves. They split
up work on the 1981 Application, with Mr. Harvey drafting and Mr. Cuddihy
reviewing. Appx5609-5610(329:25-330:9). In 1980, Mr. Harvey left his job to
pursue these inventive efforts full time. Appx5582(219:16-19). Their family was
supported by his wife, Kazie Metzger, a 1970 graduate of Harvard Business School
who later became PMC’s president. Appx5608(325:20-21).

II. Mr. Harvey founds PMC and files the priority application, and PMC
prosecutes and secures several more patents.

While prosecuting the 1981 Application, Mr. Harvey and Mr. Cuddihy set to
work on a second application expanding on “key management and the decryption of

encrypted signals.” Appx5610(330:21-331:3,333:15-16). This project matured into
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anew, 557-page application which Mr. Harvey and Mr. Cuddihy filed on September
11, 1987. See Appx16; Appx3168( 9); Appx8075(q 11); Appx9419(55:4-12). The
1987 Application’s specification was published in March 1989 as part of a PCT
application, thereby disclosing the full scope of PMC’s inventions.
Appx9531(167:17-168:2). All of PMC’s subsequent patents are continuations from
the 1987 Application and claim priority to either the 1981 or 1987 Application; the
’091 Patent claims priority to the 1987 Application.

Between 1987 and 1994, PMC prosecuted a series of continuation
applications, all of which issued as patents within one to three years of filing. See
Appx8075-8077. PMC filed each new application shortly before its direct parent
issued. In part, it followed this sequential approach to continuations because it was
a “very small company” without many employees or lawyers. Appx5582(222:7-16);
Appx9423(59:6-20); Appx9526-9527(162:23-163:4); Appx9592(228:6-20). PMC
documents from this period also observed that this approach would extend the
aggregate lifespan of PMC’s patent portfolio under then-existing law, which
afforded a patent term of 17 years from a patent’s issuance rather than its priority
date. E.g., Appx37731.

III. PMC begins licensing its technology to other companies.

By no later than 1992, PMC started telling companies in numerous industries

about its intellectual property. Appx9532-9533(168:19-169:8); Appx37655-37657;
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see also Appx37662-37663. Ms. Metzger, who joined the company in 1994, “would
go to trade shows and talk to people about what [PMC] was doing and whether there
[were] opportunities for them to utilize some of [PMC’s] technology.”
Appx5583(223:2-5). These efforts bore fruit in 1994, when PMC entered its first
license with a company called StarSight Telecast (a predecessor to The TV Guide
Channel). Appx5583(224:15-225:4). PMC entered its second license in 1995 with
Sony. Appx5583(225:22-226:8). PMC ultimately licensed its patents to dozens of
companies. Appx5583(223:15-17); Appx5584(229:2-11).

Two documents from before 1992 stated that PMC had kept a low profile after
its first patent issued in 1987. Specifically, in a 1990 letter, Mr. Harvey wrote to a
professor that, “being in your words a ‘submarine,”” PMC had “made no attempt to
publicize [its] technology” but would “surface in six to eight months.” Appx37724.
And in 1991, a draft business planning document stated that “[iJn some cases
markets had not yet matured to benefit from applications of the Company’s
technologies. During this period, therefore, the Company had deliberately chosen
not to publicize its technologies or plans.” Appx37865. As PMC’s efforts beginning
in 1992 to find business partners and enter licenses demonstrate, however, any
attempt to maintain a low profile was short-lived, ending within a few years of PMC
obtaining its first patents in 1987 (and long before Apple began developing the

accused products).
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IV. The passage of the Uruguay Round Agreements Act dramatically
changes the legal landscape and places PMC in the “GATT bubble.”

On December 8, 1994, shortly after PMC signed up its first licensee, Congress
enacted legal changes stemming from the Uruguay Round of the GATT. See
Uruguay Round Agreements Act, Pub. L. 103-465, 108 Stat. 4809. As relevant here,
Congress amended the statutory patent term from 17 years post-issuance to 20 years
from the filing of the earliest priority application. See 35 U.S.C. § 154(a)(2).
Congress chose not to give these new rules either retroactive or immediate effect.
Instead, Congress provided that any new applications filed within six months (i.e.,
by June 8, 1995) still could benefit from the old issuance-based patent term. See id.
§ 154(c)(1); 37 C.F.R. § 1.129.

This grandfather period created a well-documented incentive for inventors to
file applications before the deadline. Anticipating an increase in applications, the
PTO “prepared a series of contingency plans to effectively respond to a variety of
different scenarios.” Appx8078(31). The PTO then “received and processed over
50,000 applications for patents during the nine days prior to the June 8th deadline”
alone, an “increase of approximately 45,000 applications above what normally
would have been filed during the period.” Appx8078(931). This surge in patent
applications is sometimes referred to as the “GATT bubble.”

Mr. Harvey and his friend Mr. Scott, who had entered private practice,

“conducted a detailed study of the disclosures of both the [1981 Application] and
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the [1987 Application].” Appx38487-38488; see Appx9415(51:22-24). They
concluded “that both applications disclosed many separate and distinct inventions
which had not yet been patented.” Appx38488; see Appx9416(52:1-4). Because
PTO rules governing the examination of GATT applications required each unique
invention to be filed as a separate application to avoid a restriction requirement,
between March 2 and June 7, 1995, PMC submitted 328 applications, one for each
invention that Mr. Harvey and Mr. Scott identified. See Appx9537(173:2-18);
Appx8077(929); 37 C.F.R. § 1.129(b). Consistent with the prevailing practice
under the PTO’s then-applicable Rule 60, PMC’s applications each contained a
single, identical claim; those claims were then either contemporaneously or soon
thereafter replaced via a preliminary amendment. Appx8077-8078(q 29); see
Appx9582(218:15-20); 37 C.F.R. § 1.60 (1995).

One of those applications was the 507 Application, which issued as the 091
Patent. Appx8079(9 35). The 507 Application originally contained a single claim
to a “method of controlling the communication of television programming at a
television transmission station.”  Appx8077-8078(429). But PMC filed a
preliminary amendment the very same day, canceling claim 1 and adding a new
claim 2. Appx8079( 39); Appx16468; Appx16475-16477. Under PTO regulations,
that preliminary amendment is part of the 507 Application’s original disclosure. 37

C.FR. § 1.115@a)(1).
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V. PMC overcomes rejections and suspensions to successfully prosecute
nearly 100 patents, including the 091 Patent.

A.  PMC actively prosecutes its applications in 1995 and 1996.

In August 1995, shortly after its June filings, PMC met with examiners to
discuss a plan for prosecuting its applications. Appx16687. The PTO told PMC that
“no examination was planned until at least late October because the team members
... needed to complete other end of fiscal year assignments and all employee
performance ratings.” Appx16688.

Once examination began, PMC actively prosecuted the 507 Application.
Appx16689-16693. PMC offered the PTO a “categorization of the inventions and
the patent applications that were claiming each ... group.” Appx9543(179:21-25).
The PTO, however, did not make use of PMC’s categorizations at that time.
Appx9544(180:11-13). PMC filed a supplemental preliminary amendment to the
’507 Application on June 5, 1996, canceling claim 2 and adding claims 3-9.
Appx8079( 39). The examiner issued his first office action on December 10, 1996,
rejecting claims 3-9 for the commonplace reasons of anticipation, obviousness, and
indefiniteness. Appx8079(9 40); Appx16655-16662. PMC responded on June 10,
1997, by amending claims 3-9, adding claims 10-32, and requesting reconsideration

of the examiner’s rejection. Appx8079-8080(9y| 40-41, 43); Appx16718-16739.
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B. PMC successfully overcomes Schneller-based rejections, which
delayed the prosecution of its applications in 1997 and 1998.

A different set of rejections and suspensions soon stalled prosecution. In 1996
and 1997, the PTO rejected the claims of many of PMC’s applications based on the
“non-obviousness non-statutory type double patenting” theory articulated in In re
Schneller, 397 F.2d 350 (C.C.P.A. 1968). Appx8078(932). The examiner’s
December 1996 office action in the *507 Application, for example, asserted this
ground for rejection. See Appx16655; Appx16665-16668.

On September 13, 1996, PMC appealed the Schneller rejections in the docket
for U.S. Patent Application No. 08/113,329. Appx9545-9546(181:23-182:7); see
Appellants’ Brief (37 CFR § 1.192), U.S. Patent Application 08/113,329 (Sept. 13,
1996), available at https://portal.uspto.gov/pair/PublicPair. PMC also responded
substantively to the Schneller rejection in the ’507 Application docket. See
Appx16739-16754. After considering PMC’s arguments, the PTO accepted them
and walked away from the Schneller rejections. In some dockets, the PTO expressly
credited PMC’s arguments, formally withdrawing the rejections “[i]n view of further
analysis and applicant’s arguments.” Appx20404. In other dockets, including the
’507 Application, the PTO simply omitted any reference to Schneller in its next
office action. Appx16761-16783.

But the PTO had suspended examination in the majority of PMC’s

applications, including the 507 Application, while it considered PMC’s winning
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arguments. See Appx8078(q 33); Appx16758. The Schneller issue thus stalled
prosecution for over a year.

C. The PTO and PMC enter a consolidation agreement to structure
the prosecution of PMC’s pending applications.

Once the PTO lifted its Schneller-related suspensions, examination of PMC’s
applications resumed. On February 19, 1998, PMC sent a status inquiry letter
requesting that the PTO “[p]lease advise the undersigned of the present status of the
[’507 Application].” Appx8080(Y 44). Five months later, on July 7, 1998, the PTO
issued an office action rejecting the claims of the *507 Application on the bases of
anticipation, obviousness, and lack of written description. Appx16761-16783. PMC
appealed these rejections. Appx16786.

The July 7 office action also imposed an “administrative requirement,” which
required PMC either to file terminal disclaimers of all of its applications to all of its
other applications; to attest that it already had determined that there were no
conflicting claims between the applications; or to resolve any conflicts between the
applications. Appx8080( 45); Appx16769-16770. PMC sought reconsideration of
the administrative requirement on the merits, Appx27244-27252, though it
ultimately agreed to a modified administrative requirement, Appx16844-16846.

In addition, PMC met with the examiners to see if an agreement could be
reached on a plan for prosecution. At a meeting in November 1998, PMC gave the

examiners a document grouping all of its applications into 56 subject-matter
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categories and providing a priority date (either 1981 or 1987) for each application.
Appx27635-27639; Appx27711-27725; Appx9548-9549(184:25-185:25).  This
document included the *507 Application as one of two applications with a 1987
priority date in the DECR group—‘relates to decryption of broadcast

information”—with the other being the *145 application:

DECR 077 81 485,775
DECR 172 81 449,263
DECR 173 81 477,712
DECR 174 81 449,413
DECR 177 81 448,810
DECR 190 81 481,074
DECR 297 81 468,994
DECR 303 87 474,145
DECR 304 87 485,507

Appx27711; Appx27720; Appx27734. By design, this grouping of applications by
subject matter would simplify the examiners’ process for cross-checking
applications for double-patenting.

Then, in early 1999, PMC and the PTO entered a “consolidation agreement”
under which PMC would reorganize its claims into a smaller number of applications.
Appx27639; Appx27725; Appx9551-9552(187:24-188:15); Appx9555(191:22-24).
Pursuant to the agreement, PMC reduced its total number of pending patent
applications by more than half—from 328 to 157—grouped into the 56 subject
matter categories. Appx27729-27735. One or more applications in each category,

designated the “A” applications, were amended to include the claims the examiners
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agreed were likely allowable. One or more applications in each category, designated
the “B” applications, would be amended to include claims the examiners believed
required further examination. PMC and the PTO agreed the PTO would focus
examination on the “A” applications before turning to the “B” applications.
Appx27729-27735; Appx40250-40252; Appx9557-9558(193:10-194:9).

In an email to the PTO dated March 3, 1999, PMC included a table showing
the ’507 Application as a “B” application and the 145 Application as the
corresponding “A” application. Appx8082(q 51); Appx27727-27736. (The same
table shows PMC reducing the seven DECR applications with a 1981 priority date
to just two). PMC then submitted a supplemental amendment canceling all but claim
3 of the 507 Application and requesting that certain 507 Application claims be
transferred to the *145 Application. Appx8080(q 46); see also Appx16799. The
PTO responded in an office communication that “[a]s per the consolidated
agreement between the applicants and the PTO, the prosecution on merits of the
[’507] B application is suspended and held in abeyance pending the outcome of the
corresponding [*145] ‘A’ application.” Appx16847-16848.

As designed, the consolidation agreement would get the easier claims in the
“A” applications granted as soon as possible, clearing the decks for examination of
the “B” applications. And it would further simplify cross-referencing applications

for double patenting. But examination still did not advance as quickly as PMC
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hoped. Therefore, in October 2000, PMC filed a petition with the Commissioner,
asking the PTO take steps to expedite examination. Appx32193.

D. An examiner erroneously issues a notice of abandonment, further
delaying prosecution of PMC’s patents in 2001 and 2002.

On January 18, 2001, Examiner William Luther issued a notice of
abandonment of one of PMC’s applications, appending to it a memorandum evincing
blatant and irrelevant hostility toward non-practicing entities like PMC and attacking
PMC’s and its counsels’ conduct even outside of prosecution. Appx8081(947);
Appx20512-21138; see Appx20526 (“Rather than contributing to progress, it
appears that applicant’s primary business consists of attempting to license their
portfolio to businesses already engaged in active production ....”). As particularly
relevant here, the examiner asserted that prosecution laches should apply to PMC’s
applications. E.g., Appx20535-20538. This notice of abandonment had the inherent
effect of delaying prosecution of PMC’s patent applications a second time.
Appx9564(200:6-8).

On March 19,2001, PMC petitioned the Commissioner to withdraw the notice
of abandonment. Appx21139-21274. The petition recounted PMC’s negotiations
with the PTO and terms of the consolidation agreement. Appx21142-21143. PMC
also responded substantively to Examiner Luther’s allegations concerning its and its

counsels’ conduct. Appx8081(q 48); Appx21158-21181.
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Following an interview between PMC and the supervisory patent examiner on
March 5, 2002, the PTO withdrew the notice of abandonment and apologized to
PMC. The interview summary prepared by the PTO noted that Examiner Luther’s
notice of abandonment “appear[ed] to contain numerous allegations directed to
applicants’ and applicants’ counsels’ conduct in prosecuting the instant and related
applications,” but that “[i]n accordance with Section 2010 of the MPEP, the USPTO
has not conducted any investigation of the allegations set forth in the attachments.”
Appx8081(Y 48); Appx21282. The interview summary continued:

[TThe Supervisory Patent Examiner has determined that
the allegations made in and the conclusions drawn from
the attachments are unrelated to the issue of patentability
of the subject matter claimed in applicants’ pending
applications and were not made pursuant to a duty of the
Examiner imposed by law. Any inconvenience to

applicants is regretted. No further action is required to the
Notice of Abandonment in this application.

Appx8081(Y 48); Appx21282 (emphasis added). The PTO formally withdrew the
notice of abandonment on April 18, 2002. Appx8082(Y 52); Appx21283-21285
(“[T]he notice of Abandonment is hereby vacated and the holding of abandonment
withdrawn.”). It also removed Examiner Luther from working on PMC’s
applications. Appx9566(202:4-8).

E. Examination of PMC’s applications resumes in 2002 and 2003.

Examination of PMC’s applications resumed with a new examiner, Bravesh

Mehta. See, e.g., Appx16844-16846. On June 18, 2002, Examiner Mehta wrote to
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PMC and acknowledged that, “as per the consolidated agreement between the
applicants and the PTO, the prosecution on merits of the [’507] B application is
suspended and held in abeyance pending the outcome of the corresponding ‘A’
application.”  Appx8082-8083( 53); Appx16844-16846.  Examiner Mehta
specifically recognized PMC’s “bona fide attempt to advance the [’507] application
to final action” and PMC’s agreement that it would “comply with the Administrative
Requirement at such time that written notification is provided that this application is
otherwise in condition for allowance.” Appx16844-16846 (emphasis added).

On July 31, 2002, a different examiner—David Harvey (no relation to the
inventor)—issued an office action in the 145 Application asserting that “many of
the same issues have been raised in different ones of the many copending
applications,” and “[1]n at least some cases, these issues appear to have been handled
and addressed inconsistently between applications.” Appx48029. In response,
Examiner Harvey created a “‘list” of positions taken by the examiner/Office in
regard to such overlapping issues ... in an attempt to ensure consistency in the way
that these issues are handled between applications in the future.” Appx48029.
Notably, Examiner Harvey did not accuse PMC of taking inconsistent positions in
different dockets (although, in a couple instances, he accused PMC of making
contradictory arguments); his stated concern was that the PTO’s handling of the

issues had been inconsistent across dockets. Examiner Harvey then listed 30
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examples of PMC arguments concerning patent law or the prior art that he believed
were meritless, using colorful language to criticize PMC’s positions, Appx48027-
48067, before rejecting the *145 Application’s claims under §§ 102, 103, and 112,
Appx48068-48085.

In January 2003, PMC filed a request for reconsideration, including a response
to each of Examiner Harvey’s 30 examples. Appx48137-48225. PMC also amended
claims to address the actual grounds for rejection, narrowing what later became
claim 13 of the 091 Patent by reducing “disabled information” to “encrypted
information,” and “enabling information” to a “decryption key.” See id. Those 2003
amendments put the claims-in-suit in essentially final form; the district court found
that PMC thereafter made only “minor narrowing amendments.” Appx39-40; see
also Appx25; Appx36; Appx40.

F.  Despite PMC’s objections, prosecution is suspended between 2003
and 2009 during reexaminations of PMC’s issued patents.

Prosecution of PMC’s applications was soon derailed by the PTO a third time,
however, and the PTO did not decide PMC’s January 2003 motion for
reconsideration for another seven years. Between April 2003 and January 2004, the
PTO granted reexaminations on PMC’s previously-issued patents. Appx8083(Y 54);
Appx9566-9567(202:16-203:3). While these reexaminations were being addressed,

the PTO suspended examination of the *145 and *507 Applications. E.g., Appx8083-
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8084(9 55, 59, 60); Appx16847-16848; Appx16855-16857; Appx16859-16860;
Appx48237-48238.

PMC strenuously objected to these suspensions and undertook numerous
efforts both to lift the suspensions of examination and, when that failed, to expedite
the reexaminations. See Appx9567(203:7-23); Appx9594-9596(230:13-232:6). For
example, on March 7, 2005, PMC asked the PTO Director to exercise his supervisory
authority in light of “the PTO’s failure to properly address these applications over
their ten (10) year pendency.” Appx8083(956). On October 26, 2005, PMC
requested that the Director “require any suspension of [one of PMC’s] application[s]
to be lifted and to order the Examiner to take up this application for prompt
examination.” Appx19019; see also Appx19021. PMC noted that the application
had “been pending for over fen years” and that PMC had responded to the last office
action “over 31 months ago.” Appx19020. On March 5, 2007, PMC asked the
director of the Central Reexamination Unit to review the delays and set a schedule
for the reexaminations’ completion. Appx19579. On July 19, 2007, PMC asked the
Director to issue “an advisory opinion regarding the meaning of the term ‘special
dispatch,” used in 35 U.S.C. § 305 to govern the circumstances for the conduct of
reexamination proceedings.” Appx8084(Y58); Appx19566. PMC emphasized “the
continuing delay occurring in the above-enumerated reexaminations,” which had

been pending more than three years. Appx8084(958); Appx19566;
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Appx9595(231:5-13). On September 7, 2007, PMC emailed the Director’s Office,
reiterating that the reexaminations had been pending for years. Appx19594; see also
Appx9595(231:14-21). And on July 24, 2008, PMC wrote to the chief judge of the
BPAI expressing its “serious growing concern ... as to the continuing delay in
docketing appeals rejections made by [PTO] examiners in several related
reexamination proceedings.” Appx19591; Appx9595-9596(231:22-232:6).

G. Prosecution resumes in 2009, and PMC receives nearly 100 patents
based on the 1995 applications, including the 091 Patent.

Finally, by 2009, two of the pending reexaminations had been resolved, with
numerous claims in PMC’s issued patents confirmed. See Ex Parte Personalized
Media Commc'ns, LLC, 2009 WL 46104 (B.P.A.L. Jan. 7, 2009); Ex Parte
Personalized Media Commc’ns, 2009 WL 569232 (B.P.A.L. Mar. 5, 2009). PMC
once again asked the PTO to reopen examination of its pending applications, and the
PTO finally agreed. Appx9568(204:1-8). By then, however, the suspension for
reexamination of PMC’s previously-issued patents had delayed examination of
PMC’s pending applications for over six years.

After examination resumed in 2009, the PTO began issuing patents to PMC
almost immediately. At the time of trial, the PTO had issued 96 patents to PMC
based on PMC’s 1995 applications, including 41 patents in 2010, 14 patents in 2011,
and two patents, including the 091 Patent, in 2012. See Appx9569(205:6-7);

Appx8526.
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The ’145 “A” Application and the 507 “B” Application were among those
allowed in this period. The 145 Application issued first as U.S. Patent No.
7,992,169 on August 2, 2011. Appx8085(9 70). As relevant to this appeal, the
PTO’s notice of allowance stated that it was “responsive to” PMC’s January 2003
filing requesting reconsideration of Examiner Harvey’s July 2002 office action.
Appx48298.

PMC filed an amendment to the >507 Application on April 11,2011, canceling
claim 3 and adding claims 33-63, which had been shifted from the 145 Application
in accordance with the consolidation agreement. Appx8084( 61); Appx16864. In
response to rejections over the prior art, PMC filed narrowing amendments in
October and December 2011. Appx17033-17051; Appx17059-17076. The *507
Application then issued as the 091 Patent on May 29, 2012, less than a year after
the corresponding “A” application issued. Appx243.

Claims 13-17 of the 091 Patent address a method for decrypting encrypted
programming, using information embedded in an encrypted digital information
transmission. See Appx243. The invention is particularly useful for controlling
access to paid programming, by prohibiting access to persons lacking the necessary

digital key. Appx5655-5658(511:11-524:22).
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VI. A jury finds that Apple induced infringement of the ’091 Patent, but the
district court negates the jury’s verdict based on prosecution laches.

Apple uses a digital rights management system named FairPlay to protect
content delivered to customers through its iTunes Music Store and its App Store.
Appx8085(9 75). The district court found that Apple did not begin developing
FairPlay until 2003, and that the version of FairPlay accused of infringement has
been in place only since 2005. Appx39; Appx26.

Starting in 2008, PMC and Apple engaged in six years of discussions
concerning PMC’s patents and patent applications. From the very beginning, PMC
sent Apple information about its existing patents and its applications and, starting in
2010, its newly issuing patents, stressing that the applications and patents covered
the encryption and decryption of programming using transmitted decryption keys.
See, e.g., Appx8086-8087(9q 80-82); Appx8088-8089( 87). The parties also had
in-person meetings to discuss the possibility of a deal. E.g., Appx8088(q 85). The
last communications between the parties occurred in August 2014. Appx15045-
15046.

PMC filed suit against Apple on July 30, 2015, accusing Apple’s FairPlay
technology of infringing both its 091 and ’635 patents. Appx326-342. On
December 28, 2015, the district court ordered Apple to disclose the bases for its
defenses by January 5, 2016. Appx1728. But Apple waited until September 30,

2016 to do so—just six days before the close of fact discovery. Appx3475. PMC
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therefore moved to strike Apple’s affirmative defenses and counterclaims as
untimely. See D. Ct. Dkt. No. 250.

In February 2017, on the eve of trial, the case was stayed—ultimately for three
years—while the parties litigated Apple’s IPR of the 091 and 635 patents. See
Appx3152. On September 19, 2017, the PTAB issued a final written decision
invalidating all asserted claims of the 091 Patent. Apple Inc. v. Personalized Media
Commc 'ns, LLC, 2017 WL 4175018 (Sept. 19, 2017). PMC appealed that decision,
and on March 13, 2020, this Court reversed the PTAB’s invalidity decision with
respect to certain claims, including the claims-in-suit. See Personalized Media
Commc’s v. Apple Inc., 952 F.3d 1336, 1338 (Fed. Cir. 2020).

The district court then lifted the stay. See Appx3153-3154. The court largely
granted PMC’s long-pending motion to strike Apple’s affirmative defenses, finding
“no doubt that Apple violated its obligations under the Court’s Discovery Order.”
Appx3479. But the court left in place Apple’s laches, unclean hands, and inequitable
conduct defenses on the basis of their “importance.” Appx3484. The court also held
before trial that the asserted claims of the 091 Patent cover patent-eligible subject
matter under 35 U.S.C. § 101. Appx8089(q 93); see D. Ct. Dkt. Nos. 458, 543.

A week-long jury trial was held in March 2021. Apple did not present any

defenses under §§ 102, 103, or 112 to the jury. Appx8089(q 91-92). On March 19,
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2020, the jury returned a verdict finding that Apple had induced infringement of the
’091 Patent and awarding damages of $308.5 million. Appx3694-3700.

The district court then scheduled a one-day bench trial on Apple’s equitable
defenses. Less than 48 hours before the trial, Apple dropped its inequitable conduct
defense. Appx9376-9377(12:22-13:1). At the trial, Apple presented no evidence
from an expert in patent prosecution or PTO procedure. No expert opined that
PMC’s disclosures did not reasonably support the number of applications filed, that
PMC’s prosecution of the 091 Patent was unreasonably delayed, or that PMC’s
conduct during prosecution was egregious.

Nonetheless, the district court held that the 091 Patent 1s unenforceable under
the doctrine of prosecution laches. Appx2.

First, the court concluded that PMC had engaged in unreasonable delay during
prosecution. Appx30-38. The court stated that this case and Hyatt are “remarkably

299

similar”—that Hyatt is the “proverbial ‘white horse case’” dictating the outcome of
this case—pointing to both applicants’ large number of applications filed in 1995

and the elapse of time since the priority applications. Appx32-35; Appx41. The

! Apple had its expert on obviousness-type double patenting briefly discuss the
prosecution history as “background” to his opinions. Appx9433-9439. PMC
objected to that testimony on the basis that it went beyond the scope of his
disclosed opinions, and the court carried the objection, stating it would review the
expert’s report after trial. Appx9433. Ultimately, the court never cited the
undisclosed testimony in its decision.
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court acknowledged that, unlike Hyatt, PMC had “met with the PTO to develop a
consolidation agreement and demarcated its applications by subject matter.”
Appx34. But the court labeled the consolidation agreement an “after-the-fact
development” that “d[id] not excuse [the] absence of a plan at the time of [PMC’s]
voluminous filings,” and concluded that the consolidation “agreement itself ...
contributed to delays” by moving “B” applications into abeyance. Appx35-36. The
court also relied on PMC’s prosecution of its applications serially in the 1980s and
early 1990s, and faulted PMC for “[t]he size of the specification, the deluge of
references disclosed (including many irrelevant or unexplained references), and
PMC’s shifting positions.” Appx36-37.

Second, the court concluded that Apple had developed intervening rights
during the period of delay. The court found intervening rights because “[b]y 2005—
nearly ten years after PMC filed its applications, but nearly seven years before the
’091 Patent issued—FairPlay had matured into the version accused of infringement.”
Appx39. The court did not specify what egregious behavior or unreasonable and
unexplained delays had occurred in prosecution of PMC’s applications after 2005.

Based on its findings of fact and conclusions of law, the district court entered
final judgment holding the 091 Patent unenforceable, wiping out the jury verdict of

infringement in PMC’s favor. See Appx43-44.
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SUMMARY OF ARGUMENT

Prosecution laches, which an accused infringer must establish by clear and
convincing evidence, has always been reserved for only “egregious cases of misuse
of the statutory patent system.” Symbol II, 422 F.3d at 1385. Because an applicant’s
conduct must be “egregious,” a lengthy prosecution is not enough. Nor are acts
during prosecution that are required by law, such as filing separate applications to
capture separate inventions found in a common disclosure. Lower courts applying
this standard consistently have refused to impose laches when an applicant,
particularly a small applicant with resource constraints, has prosecuted a family of
continuation applications over time.

PMC engaged in none of the conduct that has resulted in a finding of laches
in prior cases, including Hyatt, and did nothing else during prosecution that could
be deemed an “egregious misuse” of the patent system. To the contrary, PMC’s
conduct during prosecution—especially PMC’s entry into, and compliance with, a
consolidation agreement with the PTO—should have precluded the finding of laches
as a matter of law. The district court’s conclusion that PMC’s compliance with a
prosecution plan to which the PTO agreed was itself “egregious” was an obvious
abuse of discretion. The court also committed legal error by faulting PMC for
prosecution strategies that are required by law, and holding against PMC delays that

were imposed by the PTO over PMC’s objections, most notably the six-year
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suspension for reexamination of PMC’s previously-issued patents. If not for the
suspensions that the PTO imposed and that PMC successfully overcame, PMC’s new
patents might have issued a decade sooner than they did.

The district court’s judgment also rested on clearly erroneous factual findings,
particularly given the clear and convincing evidence standard and Apple’s lack of
supporting fact and expert testimony. The court accused PMC of rendering
examination of its applications “virtually impossible,” a finding belied by the PTO’s
issuance of nearly 100 patents out of PMC’s 1995 applications. Indeed, once the
2003-2009 suspension for the reexaminations was lifted, dozens of patents began
issuing to PMC almost immediately. The court faulted PMC for filing supposed
“placeholder” claims, but PMC’s filings were made in accordance with the PTO’s
then-Rule 60 and PMC amended those claims the same day they were filed. The
court accused PMC of not having a plan to demarcate its applications by subject
matter when it filed them, overlooking that PMC provided subject matter groupings
in its very first meetings with the PTO. And the court relied on complaints by
examiners in office actions that either were vacated by the PTO with an apology, or
that went unmentioned by Apple at trial and so were never substantiated.

The district court’s holding that Apple developed intervening rights, and so
had established prejudice, was an abuse of discretion too. Intervening rights requires

showing “that the accused infringer or others invested in, worked on, or used the
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claimed technology during the period of delay.” Hyatt, 998 F.3d at 1362 (emphasis
added). If an accused infringer has “failed to establish either that it or that others”

29

developed intervening rights during “the period of delay,” it cannot “establish
prosecution laches as a matter of law.” Cancer Research Tech. Ltd. v. Barr Labs.,
Inc., 625 F.3d 724, 729, 732 (Fed. Cir. 2010). Here, the district court found that
Apple began developing FairPlay in 2003, but Apple’s arguments that PMC caused
delays in prosecution nearly all concerned events before 2003, before the
consolidation agreement in 1999, and even before PMC’s applications were filed in
1995. Under Cancer Research, that is not good enough “as a matter of law.”

At bottom, the district court improperly found laches based on conduct that
long-predated Apple’s development of FairPlay, conduct that was not egregious as
a matter of law, delays that were not PMC’s fault, and findings of fact that were
unsupported and clearly erroneous. The court’s holding that prosecution laches
renders the 091 Patent unenforceable therefore constituted an abuse of discretion
that must be reversed.

ARGUMENT

I. Standard of review.

This Court “review[s] a district court’s determination of prosecution laches
for abuse of discretion.” Hyatt, 998 F.3d at 1359. A district court abuses its

discretion when it bases its ruling on “an error of law or clearly erroneous factual
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findings.” Id. (quotation marks omitted). The Court “review[s] the district court’s
factual findings for clear error and its legal conclusions de novo.” Id.

The district court required Apple to prove prosecution laches by clear and
convincing evidence. Appx29. That standard follows from the nature of the defense:
prosecution laches renders a duly-issued and presumptively-valid patent
unenforceable against any accused infringer. See 35 U.S.C. § 282(a); Applied
Materials, Inc. v. Advanced Semiconductor Materials Am., Inc., 98 F.3d 1563, 1569
(Fed. Cir. 1996) (holding that “[w]hen a patent has been examined and duly granted,
judicial review must give due weight to the presumption of validity” in light of “the
presumption of administrative correctness of actions of the agency charged with
examination of patentability”). Requiring clear and convincing evidence treats
prosecution laches consistent with the related defense of inequitable conduct, which
likewise concerns an applicant’s conduct before the PTO. E.g., GS Cleantech Corp.
v. Adkins Energy LLC, 951 F.3d 1310, 1324 (Fed. Cir. 2020).

II.  Prosecution laches is reserved for egregious misuses of the patent system
that give rise to intervening rights.

Prosecution laches has been invoked successfully only a few times in the past
century. It is reserved for situations in which a patent “has issued only after an
unreasonable and unexplained delay in prosecution that constitutes an egregious
misuse of the statutory patent system under a totality of the circumstances.” Hyatt,

998 F.3d at 1360 (emphasis added) (quoting Cancer Research, 625 F.3d at 728).
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The Court has instructed district courts that “the doctrine should be used sparingly
lest statutory provisions be unjustifiably vitiated.” Symbol II, 422 F.3d at 1385.
Indeed, this Court has applied the doctrine only a single time since the Supreme
Court’s landmark decision in SCA Hygiene eliminated the laches defense in patent
infringement cases, and in that instance the doctrine was invoked by the PTO in an
action brought against the PTO under 35 U.S.C. §145. See Hyatt, 998 F.3d 1347.
“Whether an applicant’s delay is unreasonable depends on the specific
circumstances.” Id. at 1366. This Court’s decisions provide guidance as to what
circumstances do—and do not—qualify as “unreasonable.” In Hyatt, for example,

b

the Court identified non-exhaustive “examples of reasonable delay,” including
“filing a divisional application in response to a restriction requirement, even if the
filing occurs immediately before issuance of the parent application.” Id. at 1361-62.
“In contrast,” the Court explained, “unreasonable delays involve repetitive refilings
that demonstrate unjustifiable prosecution delay, for example, refiling an application
solely containing previously-allowed claims for the business purpose of delaying
their issuance.” Id. at 1362 (quotation marks omitted).

Because the PTO has interpreted § 101 to limit each patent to one “separate
and distinct” invention, this Court has stated that it is not, “without more,” abusive

for an applicant to file multiple applications tracing back to a single specification.

Symbol II, 422 F.3d at 1385. “That is so even when one defers the filing of a
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divisional application until just before the issuance of the parent application,”
because “[s]uch action is expressly allowed by statute.” Id. Consistent with Symbol
11, district courts consistently have held that where an applicant has successfully
pursued multiple continuation applications in a family of patents, the serial filing of
the continuations does not support a finding of laches.? District courts also have
declined to find prosecution laches where a small company has spaced out
prosecution of continuations over time for resource reasons.’

The emphasis on conduct during prosecution, rather than the timing of an
application’s filing of his or her application, is seen clearly in this Court’s precedents
too, including Hyatt. While the Court in that § 145 action commented on the passage
of time between the priority applications and the applications-in-suit, it further
observed that Hyatt could have avoided laches if his conduct during prosecution had
been different:

Here, the PTO’s instructions to, for example, provide

written description support and priority date support, its
instructions to demarcate the applications, its creation of a

2 See, e.g., Centocor Ortho Biotech, Inc., v. Abbott Labs., 669 F. Supp. 2d 756, 771-
72 (E.D. Tex. 2009), rev’d on other grounds, 636 F.3d 1341 (Fed. Cir. 2011); Shire
Orphan Therapies LLC v. Fresenius Kabi USA, LLC, 2018 WL 2684097, at *22 (D.
Del. June 5, 2018); Cordance Corp. v. Amazon.com, Inc., 631 F. Supp. 2d 484, 491
(D. Del. 2009); Stambler v. RSA Security, Inc., 243 F. Supp. 2d 74, 76 (D. Del. 2003);
Digital Control Inc. v. McLaughlin Mfrg. Co., 248 F. Supp. 2d 1015, 1016, 1019
(W.D. Wash. 2003).

3 See, e.g., SynQor, Inc. v. Artesyn Techs., Inc., 2011 WL 2729214 at *6-7 (E.D.
Tex. July 13, 2011); Cordance, 631 F. Supp. 2d at 491.
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new art unit, and its issuance of atypical Requirements
demonstrate that the PTO did not stand back and do
nothing, but rather it notified Hyatt of its own obligations
and requirements and thereby gave him the opportunity to
avoid prosecution laches.

998 F.3d at 1366 (emphasis added).

Even where an applicant has acted egregiously during prosecution, an accused
infringer may avail itself of prosecution laches only if it also shows prejudice though
“evidence of intervening rights.” Id. at 1362. That means showing “that the accused
infringer or others invested in, worked on, or used the claimed technology during
the period of delay.” Id. (emphasis added). The Court has applied that requirement
strictly. In Cancer Research, for example, an applicant allegedly delayed
prosecution for a decade—from 1982 to 1991. But because the accused infringer
“failed to establish either that it or that others developed [intervening rights] between
1982 and 1991, the period of delay,” it “[could] not establish prosecution laches as
a matter of law.” 625 F.3d at 732.

III. The district court committed legal error and abused its discretion in
ruling that PMC engaged in an “egregious misuse” of the patent system.

Apple did not establish by clear and convincing evidence that PMC engaged
in an “egregious misuse” of the patent system causing an “unreasonable and
unexplained delay.” The district court committed several legal errors in ruling

otherwise.
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A. PMC did not engage in the types of conduct that courts have
previously deemed an egregious misuse of the patent system.

As recounted above, Mr. Harvey conceived, developed and disclosed
hundreds of inventions to the public. The PTO thoroughly examined his applications
and awarded him more than 100 patents starting in 1987. Obtaining that many
patents took years of effort, during which he successfully overcame unwarranted
rejections, unjustified notices of abandonment, and reexaminations of his issued
patents that confirmed many issued claims. See supra, at 6-23.

Against that backdrop, the district court held that PMC’s 091 Patent was
unenforceable largely by analogizing this case to the egregious conduct at issue in
“Hyatt and other cases such as Woodbridge, Webster, and Bogese.” Appx37. Those
comparisons do not withstand the slightest scrutiny. PMC did not intentionally fail
to alert the PTO to a multi-year delay in the issuance of a patent, as in Woodbridge
v. United States, 263 U.S. 50 (1923). Instead, when the PTO suspended examination
of PMC’s applications, PMC repeatedly complained and asked the PTO to move
faster. See supra, at21-22. PMC did not refile the same claims in a new application
and then amend the new application years later to add “claims broader than
those originally sought,” as in Webster Electric Co. v. Splitdorf Electrical Co., 264
U.S. 463 (1924). Instead, PMC cut its number of applications pursuant to the
consolidation agreement, and the claims of the *’507 Application narrowed over time.

See supra, at 23. And PMC did not repeatedly withdraw an application and resubmit
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its claims without amendment in a new application, as in /n re Bogese, 303 F.3d
1362 (Fed. Cir. 2002).

The district court saw this Court’s recent decision in Hyatt as essentially
dispositive, referring to it as the “proverbial ‘white horse case.”” Appx4l & n.7
(citing Hilland v. Arnold, 856 S.W.2d 240, 242 (Tex. App. 1993)) (describing a
“white horse case” as “a reported case with virtually identical facts, which therefore
should determine the disposition of the instant case.”). But in Hyatt, “[t]he PTO’s
witnesses testified that Hyatt’s approach to prosecution was unique,” Hyatt, 998 F.3d
at 1368 (emphasis added), testimony this Court emphasized in its decision, id. at
1372. The only similarities between the “unique” situation in Hyatt and this case
are superficial: both PMC and Hyatt filed hundreds of applications in 1995, based
on priority applications that were more than a few years old and had lengthy
disclosures. The subsequent prosecution of the Hyatt and PMC applications differed
in all other respects, in ways that underscore how ill-suited the doctrine of
prosecution laches is to this case.

To start, the PTO certainly viewed the situations differently. The PTO refused
to issue Hyatt’s patents—indeed, it appears the PTO has not issued Hyatt any new
patents since the mid-1990s—and then raised prosecution laches as a defense to
Hyatt’s § 145 action. See 998 F.3d at 1353-1355; Amended Nonconfidential

Opening Brief of Plaintiff-Appellant Gilbert P. Hyatt at 6-17, Hyatt v. PTO, No. 21-
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1708 (Dkt. No. 14) (filed June 21, 2021). On the other hand, the PTO has issued
nearly 100 new patents to PMC since 2010, and has never asserted laches to deny
PMC a patent. To the contrary, when an examiner asserted in 2001 that laches
should apply to PMC’s applications, the PTO vacated that notice of abandonment
with an apology, removed the examiner from PMC’s case, and then recognized
PMC’s “bona fide attempt to advance” the 507 application to final action. See
supra, at 19. The district court should have given considerable weight to the PTO’s
vastly different treatment of Hyatt and PMC, but it gave none.

The court also should have given substantial weight to the significant
differences in how the applicants interacted with the PTO. The contrast in this regard
could not be starker. Hyatt originally “agreed ... to demarcate his applications,” but
“then he did precisely the opposite to an extreme degree,” multiplying the number
of claims in prosecution severalfold. 998 F.3d at 1369. “Twenty years later, Hyatt
acknowledged that he lacked a ‘master plan’ for demarcating his applications.” Id.
Hyatt also caused severe confusion with respect to the priority dates of his
applications. Id. at 1354. PMC, on the other hand, presented some subject-matter
groupings to the PTO by no later than 1996. See supra, at 12; infra, at 55-56. PMC
then provided subject matter groupings for all its applications in 1998, together with
definitive priority dates for each application. See supra, at 14-15. PMC then entered

the consolidation agreement with the PTO in early 1999 and complied with it,
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regrouping its claims into fewer than half as many applications. See supra, at 15-
16. While Hyatt played games with the PTO, PMC played it straight.

This case differs from Hyatt in another crucial respect: the evidence mustered
to establish that the applicant’s conduct was egregious and caused delays. In Hyatt,
the PTO presented three witnesses: the supervisory examiner from Hyatt’s patent
applications, an author of the PTO’s Manual for Patent Examining Procedure, and
an expert in patent prosecution. All three witnesses gave testimony supporting the
PTO’s arguments that Hyatt had caused unreasonable and unexplained delays, with
the expert on patent prosecution explaining how Hyatt had engaged in a “pattern of
conduct [that] unreasonably and unexplainably delayed prosecution.” 998 F.3d at
1357. That included violating multiple provisions of the CFR and the MPEP
governing claiming practices, and “(i) filing claims that [he] had already lost in
interference proceedings without informing the examiner, (i1) failing to take allowed
claims but rather refiling them years after their allowance in a separate application,
and (ii1) failing to prosecute district court actions under § 145.” Id. This Court
further emphasized that Hyatt’s applications averaged 300 claims, including 100
independent claims, and the four patents at issue in the case averaged 400 claims.
Id. at 1353. Here, on the other hand, Apple presented no testimony from any fact or
expert witness that PMC violated legal standards governing prosecution so as to

cause delays, or that PMC otherwise engaged in the abusive conduct and over-
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claiming highlighted in Hyatt. See supra, at 26. Indeed, at the time of the
consolidation agreement, the *145 “A” application and 507 “B” application together
had only 50 claims, Appx47939, and as issued they together had only 61 claims.

In short, PMC’s conduct looks nothing like Hyatt or the handful of other cases
that have found prosecution laches. The district court’s reliance on comparisons of
this case to those cases, including its invocation of Hyatt as dictating the outcome
here, was legal error and an abuse of discretion.

B. PMC’s compliance with the consolidation agreement precludes a
finding of laches as a matter of law.

The district court went awry not only in comparing this case to precedent, but
also in applying the prosecution laches standard in the first instance.

The label “egregious misuse of the statutory patent system” is categorically
inapplicable to this case given the undisputed record of PMC’s cooperation with the
PTO during prosecution, including most importantly PMC’s entry into the
consolidation agreement with the PTO and scrupulous compliance with that
agreement. That compliance is undisputable: when an examiner entered a notice of
abandonment and accused PMC of laches in 2001, the PTO vacated the notice in
2002 and apologized. See supra, at 18. That same year the PTO also recognized
PMC’s “bona fide attempt to advance the [’507] application to final action.”
Appx16844-16846. Thereafter, examination was delayed due to reexaminations of

PMC’s previously-issued patents, not any violation by PMC of the consolidation
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agreement. Once suspensions for those reexaminations imposed in 2003 were lifted
in 2009, dozens of patents began issuing to PMC without delay.

Where an applicant and the PTO agreed to a prosecution plan and the
applicant complied with it, a charge of “egregious” misuse of the patent system and
the invocation of equity to render issued patents unenforceable—effectively
negating the PTO’s decision to issue the patents—makes no sense. Indeed, there is
no case in history, and certainly none cited by the district court, where a similar set
of facts led to a finding of laches. Yet the district court gave PMC no credit for the
consolidation agreement, reasoning that “[t]he fact that the PTO took a more hands-
on approach with PMC’s patents than with Mr. Hyatt’s patents is not material since
prosecution laches considers the applicant’s conduct.” Appx34 (emphasis added).
The consolidation agreement, however, is a reflection of “the applicant’s conduct”—
PMC entered into and complied with the agreement. The court also erred in brushing
aside the agreement as a mere “hands-on approach” by the PTO. It was far more
than that; it was an approval by the PTO of PMC’s moving forward with its
reorganized applications on the sequenced A/B basis. It cannot have been
“egregious” for PMC to prosecute its applications pursuant to a plan to which the
PTO agreed.

Remarkably, the district court even condemned PMC for the agreement’s

substance, asserting that the deferral of the “B” applications supported its finding of

40



Case: 21-2275 Document: 16 Page: 53 Filed: 11/22/2021

laches. See supra, at 27. But again, the PTO specifically agreed to that approach,
which was objectively reasonable. By moving the easier claims to the “A”
applications and prioritizing their examination, the agreement would expedite the
issuance of dozens of patents and clear the examiners’ dockets to address the more
difficult “B” applications. That was an entirely valid docket-management decision
by the PTO, not an “egregious misuse” of the patent system by PMC. Moreover, the
designation of the ’507 Application as a “B” application did not even cause any
meaningful delay—that application was granted in 2012, less than one year after the
corresponding “A” application was granted in 2011. See supra, at 23. And both
patents were terminally disclaimed to patents that either issued in 2010 or were
themselves disclaimed to one that did. Appx40528; Appx48289.

There is no equity in finding issued patents that have been licensed to dozens
of third parties unenforceable based on a judge’s disagreement with the PTO’s
procedural decisions. As a matter of law and sound judicial discretion, PMC’s entry
into and compliance with the consolidation agreement should have precluded the
finding of prosecution laches. At a minimum, PMC’s entry into and compliance
with the consolidation agreement should have ruled out any finding of “egregious”
delays from 1999 forward—which defeats Apple’s prejudice case as a matter of law,

as discussed below.
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C. The district court improperly disregarded the reasons for the
prosecution’s length.

In Hyatt, this Court did not hold that prosecution laches applied; rather, it
remanded for the applicant to provide a reasonable explanation (if possible) for any
periods of delay. See 998 F.3d at 1371-1372. In keeping with Hyatt, in this case
PMC provided a reasonable explanation, grounded in the undisputed facts of the
prosecution history, for every significant period of delay that occurred during
prosecution, showing that none of the delays were unreasonable and unexplained.
The district court committed legal error by giving these explanations no weight
whatsoever and instead condemning PMC for the entire length of the prosecution.

As detailed above, prosecution of PMC’s 1995 applications was derailed by
three significant events outside PMC’s control, but which PMC successfully
overcame. First, prosecution was suspended by the PTO from 1996 to 1998 while
PMC successfully addressed the PTO’s Schneller-based rejections. See supra, at 13.
Second, prosecution was delayed by the PTO from 2001 to 2002 while PMC
successfully addressed Examiner Luther’s notice of abandonment. See supra, at 18.
And third, prosecution was suspended by the PTO from 2003 to 2009 while PMC
successfully addressed the reexamination of its previously-issued patents. See supra,
at 21-22. In each of these instances—which together amounted to almost a decade
of delays—the delay was initiated by the PTO, over PMC’s objections, and ended

when PMC prevailed on the merits. It took three years after examination resumed
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in 2009 for the 091 Patent to issue, but pursuant to the consolidation agreement
PMC was busy in the meantime prosecuting the “A” applications, obtaining 55
patents in 2010 and 2011.

The district court gave no weight to these undisputed and entirely reasonable
explanations for the prosecution’s length. The court instead held the entire length
of prosecution against PMC, emphasizing throughout its conclusions of law that the
091 Patent did not issue until 2012, as if sheer length of prosecution is
determinative. See Appx36 (“The 091 patent itself issued 17 years after the filing
date”); Appx41 (“In 2012, PMC was issued patent claims that it first sought in 2003
as part of a 1995 application ....”); Appx36 (“[T]he [consolidation] agreement
permitted PMC in 2011 to present to the PTO a claim initially presented in 2003,
and to have it issued (with minor amendments) in 2012.”). But Hyatt and this
Court’s other precedents could not be clearer: only delays that are “unreasonable and
unexplained” matter. There is no equity in stripping a patentholder of rights it
obtained by overcoming delays for which it was not responsible.

Only once in its conclusions of law did the district court even arguably
consider the reasons for the delays during prosecution, stating, without explanation,
that “even though the PTO suspended the prosecution of PMC’s applications, such
is directly attributable to the manner in which PMC prosecuted its applications in

2

the first place.” Appx35. But that conclusory assertion was unsupported by the
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court’s findings of fact. It makes no sense regarding the 2003-2009 suspension,
which concerned the reexamination of PMC’s previously-issued patents, and so not
“the manner in which PMC prosecuted its applications,” particularly since PMC
objected to the suspension and asked the PTO to move faster on the reexaminations.
Supra, at 21-22. The delay caused by the 2001 notice of abandonment was not
“directly attributable” to PMC either, as the PTO acknowledged in apologizing to
PMC. See supra, at 18. And the suspensions tied to the Schneller rejections from
1996 to 1998 were based on a legal theory that the PTO dropped “[i]n view of further
analysis and applicant’s arguments.” See supra, at 13. If not for those three periods
of delay for which PMC was not to blame, PMC likely would have started receiving
its new patents within a few years of its applications.

By ignoring the reasonable explanations for the delays during prosecution, the
district court committed the same legal error as the district court in Hyatt: it
“discount[ed] or ignore[ed] evidence—indeed swaths of evidence in certain
situations,” and so did not consider “the totality of the circumstances.” 998 F.3d at
1364. For this reason too, the decision below rested on an error of law and abuse of

discretion.
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D.  The district court committed legal error by relying on the simple
number of PMC’s applications.

The district court committed further legal error by invoking “[t]he number of
applications” as a factor supporting the imposition of laches. Appx37. As this Court
stated plainly in Symbol II-

Given one’s entitlement to claim an invention in various
ways, and the PTO’s practice of limiting its examination
of an application to only one of what it considers to be
several inventions, it cannot, without more, be an abuse of
the system to file divisional applications on various

aspects that the PTO has considered to be separate and
distinct from each other.

Symbol 11, 422 F.3d at 1385. Notably, this Court never suggested in Hyatt that
Hyatt’s applications were doomed from the start because he filed too many; to the
contrary, the Court emphasized that if Hyatt had cooperated with the PTO during
prosecution he might have “avoid[ed] prosecution laches. 998 F.3d at 1366.

Here, Apple made no effort to show the something “more” required under
Symbol II. Apple had no expert or other evidence—just speculation and attorney
argument—that the number of applications and claims PMC filed in 1995 and
especially those remaining after the 1999 consolidation were unjustified by the scope
of the 1981 and 1987 disclosures and so could only have been intended to cause
delay. Under Symbol II and the clear and convincing evidence standard, that is not

enough, particularly given that the PTO ultimately issued PMC nearly 100 patents.
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Relatedly, the district court faulted PMC for the length of PMC’s two common
specifications—together, more than 500 pages. Appx10; Appx37. But that works
out to only about five pages per issued patent—for each separate invention—that
PMC successfully obtained from those specifications. Again, Apple had no expert
or other evidence that the specifications’ length was unreasonable given the number
of separate patentable inventions disclosed, or that it caused any unreasonable delays
in prosecution, especially after the consolidation agreement.

Because there was no evidence that PMC lacked a good-faith basis for the
number of applications it filed and prosecuted—especially coming out of the 1999
consolidation agreement, entered years before the intervening rights period began—
it was an error of law and abuse of discretion for the district court to rely on the
number of applications to support its finding of laches.

E. The district court committed legal error by ignoring the nature of
PMC’s amendments to the claims-in-suit.

In charging PMC with unreasonable delay, the district court also relied on the
fact that PMC initially included and then amended the same claim in all of its 1995
applications, and on the amendment history of the 091 Patent specifically. See
Appx20-25; Appx33; Appx36. The district court’s analysis, however, consistently
ignored why the various claim amendments were offered, which was never abusive.
For example, the district court repeatedly criticized PMC for initially

including the same “placeholder” claim in its 1995 applications. Appx10; Appx19;
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Appx25; Appx33; Appx35; Appx39. But under 37 C.F.R. § 1.60 at that time, an
applicant was allowed to file a continuation with an exact duplicate of the parent
application, including the claims, and then amend the claims through a preliminary
amendment. See M.P.E.P § 201.06(a) (6th ed. Jan. 1995). Consistent with Rule 60,
PMC canceled that single claim in each application contemporaneously with the
application’s filing—in the case of the 507 Application, the very same day—and
added new claims. See supra, at 11. PMC’s reliance on the PTO’s Rule 60 to make
same-day amendments was not “egregious” conduct, much less anything that could
have caused delays in prosecution, the sine qua non of laches.

The district court also faulted PMC for adding the limitations concerning
encryption and decryption to what became claim 13 of the 091 Patent in 2003.
Appx40. That was legally erroneous because, as the court acknowledged, the
amendments narrowed the claims at issue: “disabled information” became
“encrypted information” and “enabling information” became a “decryption key.”
While the Supreme Court has held that “unreasonable delay” can give rise to laches
when the applicant “bring[s] forward claims” during prosecution that are “broader
than those originally sought,” Webster, 264 U.S. at 465-466 (emphasis added),
narrowing a claim to avoid prior art is not egregious, it is an everyday part of routine
patent prosecution. Moreover, the narrowing amendment was no bolt from the blue,

because the 145 and *507 applications had been identified as part of the “DECR”
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group of applications—*‘relates to decryption of broadcast information,” by no later
than 1998. See supra, at 14-15. And Apple presented no expert opinion that the
narrower limitation lacked written description support (or that FairPlay would not
have infringed the initial, broader claims previously submitted, or that those broader
claims actually were invalid).

As for the amendments’ timing, the rejections over the prior art to which the
January 2003 amendments were responsive first appeared in an office action only a
few months earlier, in July 2002. See supra, at 20. PMC’s only other amendments,
in 2012—which the district court described as “minor narrowing amendments,”
Appx40—were likewise timely given the date of the office actions to which they
were responsive; those minor amendments occurred in 2012 only because the PTO
had suspended examination between 2003 and 2009, and because the corresponding
“A” application issued in 2011. See supra, at 23.

F.  The timing of the °507 Application’s filing does not support laches.

In addition to faulting PMC for the length of prosecution starting in 1995, the
district court also observed that PMC filed most of its applications “eight years after
the 1987 specification and fourteen years after the 1981 specification.” Appx33.
But that observation cannot support a finding of laches as a matter of law.

As an initial matter, it is not clear that the district court actually relied on

PMC’s conduct before prosecution began in 1995 as a basis for laches, except as
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evidence of intent. The court’s ultimate conclusion of law on the subject of delay
was that “PMC’s strategy, beginning at least in 1995, harmed the public interest ....”
Appx38 (emphasis added). In any event, this Court’s precedents recognize that
equity does not require an application to be filed as soon as possible. See supra, at
32-33. “That is so even when one defers the filing of a divisional application until
just before the issuance of the parent application,” because “[s]Juch action is
expressly allowed by statute.” Symbol II, 422 F.3d at 1385; accord, e.g., Hyatt, 998
F.3d 1261-1262 (same); see also Overland Motor Co. v. Packard Motor Car Co.,
274 U.S. 417, 425 (1927) (an applicant “cannot be deprived of this right by proof
that if he had filed his application immediately after the invention the patent would
have been issued 2 years earlier than it was, and the public therefore would have
come into possession of the free use of the invention 2 years sooner.”).

There appears to be no previous decision finding prosecution laches based on
an applicant’s filing of continuation applications over time, with each new
continuation filed just before the immediate parent issues. To the extent district
courts have considered such facts, they consistently have held that so long as an
applicant was moving its applications forward—as PMC did here, obtaining six
patents between 1987 and 1994—that weighs heavily against a finding of laches.
See supra at 33 & n.2. Indeed, even in Hyatt, this Court never held that the mere

elapse of time from the priority applications would be a sufficient basis for laches,
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such that Hyatt’s applications were dead on arrival; instead, Hyatt’s conduct during
prosecution remained dispositive. See supra, at 45.

There is good reason not to find laches based on the timing of a continuation
application’s filing or the sequential prosecution of continuation applications. Not
every inventor works for an Apple—for a company capable of assembling armies of
lawyers and engineers to prosecute every invention found in a disclosure
simultaneously. PMC is a perfect example. As recounted above, in the early years
Mr. Harvey largely took on responsibility of drafting the disclosures himself,
depending on financial support from his wife and free advice from his friends. PMC
only began receiving licensing revenue in 1994, despite licensing efforts that began
no later than 1992. Nonetheless, between 1981 and 1994, PMC consistently took
steps to advance its applications, filing seven applications during this period that
resulted in six patents by 1994. Apple introduced no evidence that PMC had the
resources to begin prosecuting all of its 1995 applications sooner than it did—before
it achieved financial success with its first licensing agreement in 1994.

The district court was troubled that, in a draft 1990 business plan and related
deposition testimony, Mr. Harvey explained that, under pre-GATT law, filing
continuation applications serially would lengthen the aggregate lifespan of the PMC
patent portfolio. See Appx6. This evidence appears to have colored the district

court’s view of the entire case. Appx6-7; Appx36. But PMC’s strategy was hardly
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uncommon under then-existing law, which Congress made the policy decision to
grandfather in the 1994 amendments. Congress’s decision in that regard cannot
simply be ignored. Cf. SCA Hygiene Prods. Aktiebolag v. First Quality Baby Prods.,
LLC, 137 S. Ct. 954, 960 (2017) (“[A]pplying laches within a limitations period
specified by Congress would give judges a ‘legislation-overriding’ role that is
beyond the Judiciary’s power.”); Overland Motor, 274 U.S. at 424 (“We do not
know on what principle we could apply the equitable doctrine of abandonment by
laches in a case where the measure of reasonable promptness is fixed by statute, and
no other ground appears by reason of which laches could be imputed to the
applicant.”); cf. Loughlin v. Ling, 684 F.3d 1289, 1294 (Fed. Cir. 2012) (“[a] party
seeking a right under the patent statutes may avail himself of all their provisions, and
the courts may not deny him the benefit of a single one.”)

Moreover, whatever PMC’s strategic thinking in 1990, it is PMC’s conduct
that ultimately matters. PMC only obtained its first patent and filed the priority
application for the *091 Patent in 1987. From 1987 to 1994 PMC steadily obtained
six more patents, and by 1995 it had filed the applications leading to nearly 100 more
patents. In prosecuting its applications PMC cooperated with the PTO and
consistently sought to lift suspensions of examination. If not for those suspensions,
PMC’s patents might all have issued a decade sooner than they did. PMC’s conduct

therefore does not warrant a judgment of unenforceability.
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IV. The district court’s factual findings underpinning its ruling that PMC
committed an “egregious misuse” of the patent system and caused
“unreasonable and unexplained delays” were clearly erroneous.

The Court also should reverse the judgment below because the district court’s
decision rested on clearly erroneous factual findings. Prosecution laches requires an
accused infringer to produce clear and convincing evidence, yet Apple disclosed no
expert on the subject and never mentioned at trial the July 2002 office action on
which the district court relied so heavily for its decision. Unsurprisingly, given the
scarcity of actual evidence in Apple’s case, the district court’s key factual findings
rested largely on speculation and attorney argument that was squarely contradicted
by the record.

Most importantly, the court’s decision rested largely on the premise that PMC
made it “virtually impossible for the PTO to conduct double patenting, priority, or
written description analyses,” which the court used to analogize this case to Hyatt.
Appx37. That hyperbolic characterization is clearly erroneous, because the PTO did
thoroughly examine PMC’s applications and concluded that PMC deserved almost
100 patents. The history of the 507 Application illustrates the point. The PTO did
not began examination until late 1995 for its own fiscal year end-related reasons.
See supra, at 12. PMC added claims 3-9 to the application in June 1996, and the
PTO issued its first office action just a few months later, with discussion of the

claims’ written-description support, their validity over the prior art, and the risk of
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double patenting. See supra, at 13. Office actions thereafter regularly followed
PMC’s submissions within a few months. Netting out the decade’s worth of
suspensions and delays of examination for which PMC was not to blame, the PTO’s
examination of PMC’s applications through to the issuance of nearly 100 patents
beginning in 2010 took only a few years. Appx9569(205:6-7); Appx8526. The clear
and convincing evidence standard is strict, and Apple provided no expert or other
evidence showing that PMC had rendered examination of its applications “virtually
impossible” or otherwise caused unreasonable and unexplained delays.

The principal evidence on which the district court relied to show PMC caused
delays during prosecution was the July 2002 office action in the *145 Application,
in which the examiner identified 30 supposed “examples” of substantively meritless
positions taken by PMC. See supra, at 19-20. While the court dedicated four
paragraphs of its findings to quoting colorful language from that office action,
Appx15-16, Apple never once mentioned it during discovery or even at trial,
referring to it for the very first time in its post-trial brief and then only in passing.
See Appx8892-8893. Apple’s decision not to emphasize the July 2002 office action
is understandable, because it cannot bear the weight the district court placed on it.
For example, the court commented that “[nJothing in the record indicates that the
July 31, 2002 office action was ever withdrawn, vacated, or otherwise repudiated by

the PTO.” Appx16. That is not correct. In January 2003, PMC filed a request for
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reconsideration, including not only claim amendments but also a response to each of
the examiner’s examples. See supra, at 20. The PTO then suspended prosecution
from 2003 to 2009 in light of the reexaminations. See supra, at 20-22. When
examination resumed in 2010, the PTO allowed dozens of claims in an office action
“responsive to” PMC’s request for reconsideration. Appx48298; see supra, at 23.
Moreover, neither Apple nor the district court ever tried to show that the
examiner’s substantive criticisms had merit—that the examiner’s substantive
positions were right and PMC’s substantive positions were wrong—or how those
substantive disputes tied to any purported delays in prosecution. The court just
assumed the examiner’s substantive positions were correct and assumed these
substantive disputes must have caused unreasonably lengthy delays. This complete
absence of evidence stands in stark contrast to Hyatt, in which the PTO offered
extensive fact and expert witness testimony to establish the applicant’s misconduct
and show how it caused delays. See supra, at 38-39. An examiner’s unsubstantiated
disagreements with an applicant’s substantive positions, even if stated with colorful
language, are not clear and convincing evidence of an “egregious” misuse of the
patent system, particularly when the applicant overcomes those disagreements and
the PTO issues the applicant’s patents. Nor are substantive disagreements evidence
of the delays necessary to render an issued patent unenforceable on the basis of

laches.
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Along similar lines, the district court improperly relied on Examiner Luther’s
vacated 2001 notice of abandonment. See Appx14. The court acknowledged that
the PTO vacated it, but the court still relied on it for “the personal opinions of
Examiner Luther.” Appx14 n.6. Even assuming those biased “personal opinions”
count for anything given the agency’s vacatur and apology, the court’s reliance on
them was improper for the same reasons applicable to the July 2002 office action:
neither Apple nor the court showed that Examiner Luther was right and PMC’s
point-by-point rebuttal was wrong, or how Luther’s allegations pertained to delays.
Moreover, those “personal opinions” were inadmissible hearsay. The court admitted
the notice (over objection) as an “ancient document” because it was more than 20
years old, see Appx8210-8214, but the cutoff for ancient documents now is January
1, 1998. See Fed. R. Evid. 803(16).

Stepping back in time, the district court found that PMC had an “absence of a
plan at the time of its” 1995 filings and instead “cho[se] ... to pursue a shoot first,
aim later strategy of filing some 300-odd applications with placeholder claims.”
Appx35. But the “placeholder claims” generally were replaced the very same day,
meaning PMC necessarily had a plan at the time of filing. See supra, at 11.
Relatedly, the court clearly erred by finding that PMC did not offer a subject-matter
demarcation of its applications until “a series of interviews in 1998 and 1999,” and

then only because PMC received “pushback from the PTO.” Appx14; Appx35.
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Apple never asserted that, and for good reason: Mr. Scott testified that PMC first
offered a subject-matter categorization in 1995. Appx9543-9544(179:21-180:1); see
supra, at 12. A PTO office action shows the same: that in a June 1996 call an
examiner recounted that PMC had earlier provided groupings for some applications
and the examiner requested more groupings. Appx41475. In response to the office
action, PMC observed that the examiner had not been using the groupings and had
since stated that more groupings were unnecessary. Appx41544.

In finding that PMC contributed to delays during prosecution, the district
court relied on the fact that two of PMC’s applications contained a single duplicate
claim. See Appx11. The decision below states that this was “[o]ne example” of a
duplicate claim, Appx11, implying there were more, but neither Apple nor the
district court ever identified another. Moreover, that claim was cancelled from both
applications by June 1996, just a few months after filing and before any office
actions had occurred in either application. Appx8079(9 39); Appx8970(Y 35). That
obviously did not cause any unreasonable delays in examination.

The district court found that delays were caused by PMC’s information
disclosure statements because they contained “thousands of prior-art references,
many of which ... bore questionable relevance to the claimed inventions, and several
of which were abjectly irrelevant.” Appx34; see also Appx37 (invoking the “deluge

of references”). But there was a reasonable explanation for the number of references,
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which PMC provided the PTO in 1998: “[t]he documents listed in the Information
Disclosure Statement were cited during the previous litigation/investigative
proceedings by the alleged infringers in the aforementioned proceedings as being
relevant and material to patentability of the claims in the related patents.”
Appx47890; see also Appx9563(199:7-11). In light of the law of inequitable
conduct, disclosing such alleged prior art to the PTO was inherently reasonable. See
Critikon, Inc. v. Becton Dickinson Vascular Access, Inc., 120 F.3d 1253, 1257 (Fed.
Cir. 1997) (“It is axiomatic that close cases should be resolved by disclosure, not
unilaterally by applicant.”) (quotation marks and brackets omitted). Apple never
attacked that explanation or tried to tie the references to unreasonable delays in
examination. Nor could Apple show any link to delays—as recounted above, as
soon as December 1996 the PTO was issuing rejections based on the prior art in the
’507 Application. See supra, at 13. As for the “many” and “several” facially
irrelevant references, there were only about a half dozen. The PTO identified those
references to PMC by no later than a February 1998 office action, Appx41560, and
by no later than August 1998 PMC reported back that they were gone, Appx41602.

The district court’s discussion of the pre-1995 period is replete with clear
factual errors too. The court pointed to a PMC document from 1992 referencing an
“intellectual property position [that] will enable [PMC] to exercise far-reaching

market control for as long as 30 to 50 years,” Appx6, and the court thereafter equated
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that lifespan to PMC’s intent for its patent portfolio, Appx8; Appx36; Appx40. But
the document is referring to an “intellectual property position” that includes
“copyrights,” and a contemporaneous document makes clear that the “30 to 50 year”
figure concerns a copyright holding subsidiary referred to as “RESOURCE,” not
PMC (at the time PMMC) which owns the patents. Appx37755-37757 (explaining
that PMMC “owns patents,” RESOURCE “owns copyrights,” and “[w]ith
RESOURCE, PMMC will build a strong proprietary position, intended to endure for
30-50 years”). Copyrights, of course, have significantly longer terms than patents.
See 17 U.S.C. § 302(a).

As another example, the district court found that PMC “pursue[d] the
strategy” that an outside consultant proposed in 1994, of keeping its “patents hidden
while industry infringement is quietly monitored.” Appx7. That strategy, which the
consultant presented as one of three “alternative proposals on how PMMC can
generate revenue from the PMMC patent portfolio,” Appx37816 (emphasis added),
concerned not prosecution of applications but instead PMC’s issued patents. That is
the subject of post-issuance laches, which since SCA Hygiene is not even a defense.
Moreover, the undisputed evidence was that PMC already had begun publicizing its
patents to industry by 1992. See supra, at 8-9. That was only a few years after the
priority date of the 091 patent and more than a decade before Apple began investing

in its accused method.
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In summary, the district court’s finding of laches not only failed to apply the
law correctly, it was based on findings clearly unsupported by the record. For this
reason too, the decision below must be reversed.

V. The district court’s ruling that Apple established intervening rights
rested on legal and clear factual errors.

Prosecution laches requires not only egregious conduct but also proof that the
accused infringer or others developed intervening rights “during the period of
delay.” Cancer Research, 625 F.3d at 729; supra, at 31-34. Without such a showing,
a defense of laches must fail “as a matter of law.” Id. at 732. In this case, Apple
needed to prove that PMC still was engaged in egregious conduct causing delays
after 2003, which is when the district court found Apple began developing FairPlay.
See supra, at 30.

Apple never made that showing and therefore its laches defense fails as a
matter of law. The vast majority of Apple’s evidence and the district court’s findings
concern either the period before PMC filed its applications in 1995, or the period of
prosecution preceding PMC’s provision of complete subject matter groupings in
1998 and entry into the consolidation agreement in 1999. Under Cancer Research,
delay in such periods prior to 2003 cannot support Apple’s laches defense. The
examiner’s complaints in the July 2002 office action (even assuming they had merit
or were linked to delays) likewise concerned events predating Apple’s development

of FairPlay. Apple also never attempted to show that any conduct by PMC before

59



Case: 21-2275 Document: 16 Page: 72  Filed: 11/22/2021

2003 still was causing unreasonable delays after 2003. The evidence was to the
contrary: once the PTO lifted the suspension for reexamination of PMC’s
previously-issued patents that lasted from 2003-2009, it began approving dozens of
PMC’s applications almost immediately. Apple presented no evidence even
remotely suggesting that examination would not have proceeded just as quickly in
2003 had the suspension for reexaminations never occurred.

The only evidence concerning from 2003 forward that the district court even
mentioned concerned claim amendments in 2003 and 2012. Appx39-40. But as
explained above, those amendments were ordinary narrowing amendments and their
timing was both reasonable and explained. See supra, at 23, 48. Nothing in the
timing or substance of those amendments demonstrates unreasonable and
unexplained delays from 2003 forward, and so they cannot support the finding of
intervening rights.

CONCLUSION

The Court should reverse the district court’s judgment of unenforceability and

direct the court to reinstate the jury verdict.

60



Case: 21-2275

November 22, 2021

William M. Jay
GOODWIN PROCTER LLP
1900 N Street, NW
Washington, DC 20036
(202) 346-4000

S. Calvin Capshaw
CAPSHAW DERIEUX LLP
114 East Commerce Avenue
Gladewater, TX 75647
(908) 845-5770

Document: 16

61

Page: 73  Filed: 11/22/2021

Respectfully submitted,

/s/ Kevin P. Martin

Kevin P. Martin
Douglas J. Kline

Lana S. Shiferman
Gerard J. Cedrone
GOODWIN PROCTER LLP
100 Northern Avenue
Boston, MA 02210
(617) 570-1000

Counsel for Appellant



Case: 21-2275 Document: 16 Page: 74 Filed: 11/22/2021

ADDENDUM TABLE OF CONTENTS

Memorandum Opinion and Order Supported by Findings of

Fact and Conclusions of Law, Personalized Media

Communications, LLC v. Apple Inc., No. 2:15-cv-1366 (E.D.

Tex. Aug. 5, 2021) (DKt. NO. 646).....cccueiviiiiiiiiiiienienieeteeeee e Appx1-42

U.S. Patent No. 8,191,001 .......coiiiiiiiiiee e Appx45-244



Case: 21-2275 Document: 16 Page: 75 Filed: 11/22/2021
Case 2:15-cv-01366-JRG-RSP Document 646 Filed 08/05/21 Page 1 of 42 PagelD #: 48001

IN THE UNITED STATES DISTRICT COURT
FOR THE EASTERN DISTRICT OF TEXAS
MARSHALL DIVISION

PERSONALIZED MEDIA
COMMUNICATIONS, LLC,

Plaintiff,
V. CIVIL ACTION NO. 2:15-CV-01366-JRG

APPLE, INC,,

wn W W W W W W W W W

Defendant.

MEMORANDUM OPINION AND ORDER
SUPPORTED BY FINDINGS OF FACT AND CONCLUSIONS OF LAW

A bench trial was held on June 22, 2021, wherein the Court heard evidence and argument
on Defendant Apple, Inc.’s (“Apple”) counterclaim of prosecution laches and affirmative defenses
of obviousness-type double patenting and unclean hands. (Dkt. No. 635). The Court has considered
the totality of the evidence presented at the jury trial, the bench trial, and in the written record,!
including the post-trial submissions from the parties (Dkt. Nos. 638, 639, 640, 641), and now issues
its opinion supported by the following Findings of Fact (“FF”) and Conclusions of Law (“CL”)
pursuant to Fed. R. Civ. P. 52(a)(1) and 52(c). In view of the evidence presented and the salient
authorities—most notably, the recent Federal Circuit decision in Hyatt v. Hirshfeld, 998 F.3d 1347

(Fed. Cir. 2021)—and as discussed in detail herein, the Court finds and declares that Plaintiff

! Citations herein are as follows unless otherwise indicated: “Jury Tr.” refers to the jury trial transcript (consecutively
paginated across Dkt. Nos. 574, 575, 576,577,578, 579, 581, 582, 583); “Bench Tr.” refers to the bench trial transcript
(Dkt. No. 645); “Stip.” refers to the numbered stipulations in the Joint Bench Trial Memorandum (Dkt. No. 623);
“PTX” and “DTX” refer to trial exhibits according to each party’s most recent Amended Exhibit List (Dkt. Nos. 633,
634); “FF” and “CL” refer internally to the numbered paragraphs herein.
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Personalized Media Communications, LLC’s (“PMC”) asserted patent, U.S. Patent No. 8,191,091,
is UNENFORCEABLE under the doctrine of prosecution laches.?
l. FINDINGS OF FACT

A Procedural History

[FF 1] This is an action for patent infringement. PMC sued Apple in July of 2015,
asserting U.S. Patent No. 8,191,091 (the “’091 patent”’) and United States Patent No. 8,559,635
(the “’635 patent”). (Dkt. No. 1). Both patents are entitled “Signal Processing Apparatus and
Methods. (Id.). PMC alleged that both patents were infringed by FairPlay, a digital rights
management (DRM) technology developed and implemented by Apple on its computers, mobile
phones, and other devices. (Dkt. No. 1 at | 2).

[FF 2] On February 17, 2017, the Court granted an agreed motion to stay this case
pending inter partes review of the asserted patents. (Dkt. No. 355). The Patent Trial and Appeal
Board (PTAB) initially invalidated all asserted claims of both patents, but the Federal Circuit
reversed as to several claims of the 091 patent. (Dkt. No. 373). Upon remand, the Court severed
the asserted claims of the 635 patent—which remains held in administrative abeyance at the
PTAB—and lifted the stay as to the *091 patent, setting it for trial. (1d.).

[FF 3] The Court then ruled on several matters that had been pending when the case
was stayed. Among these matters was a motion by PMC to strike several of Apple’s counterclaims
and affirmative defenses. (Dkt. Nos. 250, 251). The Court granted the motion in part, striking
several of Apple’s affirmative defenses due to a discovery order violation, but allowing Apple to

proceed with its equitable counterclaims and affirmative defenses of inequitable conduct, unclean

2 As Apple has prevailed on its counterclaim—extinguishing any liability for patent infringement—the Court does not
reach Apple’s affirmative defenses of obviousness-type double patenting and unclean hands. See I.N.S. v.
Bagamasbad, 429 U.S. 24, 25 (1976) (“As a general rule courts . . . are not required to make findings on issues the
decision of which is unnecessary to the results they reach.”).

2
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hands, and prosecution laches. (Dkt. No. 461). The Court ordered that the bench-trial issues would
be undertaken post-verdict and that PMC would be afforded additional discovery in the interim.
(1d.).

[FF 4] The Court also denied a motion to strike several of Apple’s invalidity theories,
including obviousness-type double patenting (“OTDP”), concluding that those theories were
adequately disclosed in Apple’s invalidity contentions. (Dkt. No. 459).

[FF 5] A jury trial was held during the week of March 15, 2021. The jury returned a
unanimous verdict finding that Apple infringed at least one of claims 13, 14, 15, or 16 of the *091
patent. The jury awarded PMC $308,488,108.00 in reasonable-royalty damages in the form of a
running royalty. (Dkt. No. 572).

[FF 6] A few weeks later, the Court entered a Bench Trial Docket Control Order,
setting a date for the bench trial and setting interim dates for PMC’s additional discovery. (Dkt.
No. 616). The parties filed a Joint Bench Trial Memorandum, stating both the contested issues
with respective positions and ninety-seven Stipulations. (Dkt. No. 623). The Court also held a
pre-trial conference. (Dkt. Nos. 631, 632).

[FF 7] The bench trial was held on June 22, 2021. (Dkt. No. 631). The parties informed
the Court that Apple would no longer pursue its inequitable conduct counterclaim. (Bench Tr.
12:22-13:1). The Court proceeded to hear evidence and argument on the three remaining issues of
prosecution laches, OTDP, and unclean hands.

B. The 1981 and 1987 Patent Applications

[FF 8] PMC and its patents originated with the inventions of John Harvey and James

Cuddihy. (Jury Tr. 325:22-329:10). On the advice of Tom Scott, a friend and former classmate of
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Mr. Harvey who is a patent attorney—Mr. Harvey and Mr. Cuddihy sought patent protection for
their inventions. (Jury Tr. 329:23-330:9).

[FF 9] Messrs. Harvey and Cuddihy filed their first patent application on November 3,
1981. (Jury Tr. 325:29-331:12). Mr. Harvey testified that he and Mr. Cuddihy drafted the entire
application themselves. (Id.). This application was designated U.S. Patent Application No.
06/317,510 (the *’510 application”). (DTX-3 (cover); Stip. 36). U.S. Patent No. 4,694,490 (the
“’490 patent”) issued from the *510 application on September 15, 1987. (Stips. 1-2). The ’510
application was 44 pages long. (Stip. 3). Harvey and Cuddihy filed several continuations based on
the disclosure in the *510 application. (Stips. 5-9). The 510 application is referred to internally
by PMC as “Harvey 1.” (Stip. 4; Bench Tr. 23:6-12).

[FF10] On September 11, 1987, Messrs. Harvey and Cuddihy filed U.S. Patent
Application No. 07/096,096 (the “’096 application”). The *096 application was a continuation-in-
part of the original disclosure in the *510 application. (DTX-3 (cover); Stips. 6—13). The *096
application was around 557 pages long. (Stip. 11). The disclosure in the 096 application
eventually matured into the asserted 091 patent, which issued 25 years later in 2012. (DTX-3
(cover)). The 096 application is referred to internally by PMC as “Harvey 3.” (Stip. 12; Bench Tr.
23:6-12).

[FF 11] These two applications formed the universe of PMC’s patent disclosures. PMC
has been issued 101 patents as of April 22, 2020 from the 1981 and 1987 specifications. (Stip. 96).
Mr. Harvey acknowledged at the jury trial that PMC’s patents did not contain any new inventions
beyond what was originally disclosed in 1981 and 1987. (Jury Tr. 352:4-353:14). He noted that

he “ha[d] not studied what’s gone on in the world . . . since 1987.” (Jury Tr. 356:5-18).
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C. PMC and its Patent Strategy

[FF12] PMC was officially founded in 1987 as the National Cable Clearinghouse. (Jury
Tr. 221:18-24). The name was later changed to the Personalized Mass Media Corporation
(“PMMC”), and again to Personalized Media Communications (PMC).® (Jury Tr. 251:10-14;
Bench Tr. 43:11-13). Key individuals, along with Mr. Harvey, Mr. Cuddihy, and Mr. Scott,
included Mary Katherine (“Kazie”) Metzger and Gerald Holtzman. Mr. Holtzman (who died
during the pendency of this lawsuit and testified only by deposition) was the past president of
PMC, and before that served as its general counsel. Mr. Scott is PMC’s current general counsel
and was previously outside counsel. Ms. Metzger is PMC’s current CEO. (Jury Tr. 212:22-214:3;
230:7-231:15; 249:1-9; 252:24-253:4; Bench Tr. 21:2-23).

[FF13] From 1981 until 1994, PMC and its inventors prosecuted their patent
applications serially. (DTX-3 (cover)). During that time, PMC filed a total of seven patent
applications, including the 510 application in 1981 and the 096 application in 1987. (Bench Tr.
23:6-24:14).

[FF 14] According to deposition testimony from Mr. Harvey, PMC’s prosecution
strategy at this time was to file continuation applications “as late as the law allowed.” (Bench Tr.
60:14-21). In another deposition from 1995, Mr. Harvey admitted that PMC’s strategy was to
pursue one patent application at a time and wait until it issued before pursuing the others. (Nov.
15, 1995 Harvey Dep. Tr. 538:2-17, Dkt. No. 638-14 (“Q. Was the company strategy to pursue
one and then wait on the others until that one was about to issue? A. That’s certainly what we

did.”)). He also acknowledged that “one of the reasons” for this strategy was so that the seventeen-

3 1t generally understood in the record that PMC and PMMC refer to the same company, and these terms may be used
interchangeably in the record and herein. (See, e.g., Bench Tr. 43:11-13).
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year patent term would start as late as possible. (Nov. 14, 1995, Harvey Dep. Tr. 439:18-21, Dkt.
No. 638-13).

[FF15] PMC internal documents corroborate this strategy and its purpose. One
document from 1990 that describes PMC’s business strategy contains a section on PMC’s “Patents
and Other Intellectual Property Protection.” (DTX-89 at 22).* Under the sub-heading “Strategy
for Prosecuting Pending Patents in the United States,” the document notes that “[b]y prosecuting
the separate inventions serially rather than simultaneously, the patent owner achieves a portfolio
of patent coverage that provides protection for considerably longer than seventeen years because
the various patents issue gradually over time and the seventeen year term of each patent begins on
its issue date.” (DTX-89 at 27). The document continues:

The Company believes that it can continue to prosecute broad claims on all its

technologies, including PTV, PPrint, PRadio, and its communications metering and

broadcast-oriented parallel processing systems, for years to come. Its strategy is to
prosecute coverage on its technologies deliberately over time in such a way that

broad coverage is in effect at any given time while the duration of coverage is

prolonged as long as possible.”

(1d. (emphasis added)). The document also contrasts this with the patent systems in Europe, Japan,
and Australia, which “afford twenty years of coverage” for patents that “commences on their filing
dates rather than their issue dates.” The document describes this as “disappointing.” (Id. at 28).

[FF 16] Another business strategy document, entitled “An Introduction to the
Personalized Mass Media Corporation” and dated April 1992, notes that PMC “believes that its
intellectual property position will enable it to exercise far-reaching market control for as long as

30 to 50 years.” (DTX-1000 at 3). Mr. Scott, testifying as PMC’s corporate representative,

corroborated this strategy statement. (Bench Tr. 38:16-40:7).

4 DTX-89 is excerpted from a larger document. Pin cites are to the native pagination.
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[FF 17] The strategy is detailed further in a letter dated May 6, 1994 authored by a
company called St. Clair Intellectual Property Consultants, Inc. (“St. Clair”) and addressed to Mr.
Robert N. Caird, Senior Vice President of Corporate Development at PMC (the “St. Clair Letter”).
(DTX-99). St. Clair advised PMC and Mr. Caird that “[a] patent licensing program will be most
effective when it is launched after widespread infringement of the subject patents has been
established. Once infringement becomes widespread in an industry, the patented technology
becomes so deeply embedded in commercial products that design around is not an option to
infringers.” (1d.). The letter continues:

In view of the early stage of commercial introduction of the PMMC technology, it

may be premature to launch a licensing program on the patents at this point. Our

concern is that launch at this time would only serve to alert the industry to the

existence of the PMMC patents at a stage when design around or outright avoidance

is still feasible.

The better strategy may be to keep the PMMC patents hidden while industry

infringement is quietly monitored. PMMC could then roll out the patents to the

industry at an appropriate time in the future, after the PMMC technology has been

widely adopted.

(Id. at 2-3).

[FF 18] The content of the St. Clair letter was corroborated by Mr. Scott during his
testimony. (Bench Tr. 42:15-45:9). Mr. Scott testified that PMC did not adopt the proposals in the
St. Clair letter. (Bench Tr. 56:5-15). However, the record in this case indicates otherwise: PMC
did, in substance, pursue the strategy outlined in the St. Clair letter—even if not formally adopted.

[FF 19] Another internal PMC document shows that PMC took this tack as early as
1991—nearly three years prior to the St. Clair letter. (DTX-169). The document, entitled “Potential

Partners/Co-Ventures/Consortium Members” and dated September 12, 1991, notes that “[i]n some

cases markets had not yet matured to benefit from applications of the Company’s technologies.
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During this period, therefore, the Company had deliberately chosen not to publicize widely its
technologies or plans.” (DTX-169 at 1).

[FF 20] Apple is specifically identified in the September 12, 1991 document as one of
several “companies that are natural candidates for participating in the commercialization of
PMMC’s technologies.” (DTX-169 at 2). Other companies identified include Intel, IBM, Hewlett
Packard, AT&T, and Microsoft, among several other well-known companies in various industries.
(Id. at 5-7).

[FF 21] Boyd Lemna, a PMC executive responsible for licensing, testified that he would
consider PMC'’s patents to be what are “classically called” submarine patents. (Bench Tr. 62:24—
63:19). As Mr. Lemna explained, a submarine patent is “a patent that’s been in the patent office
for an extended period [of] time”—intentionally or otherwise. (1d.).

[FF22] Mr. Harvey also used this language—referring to PMC as “a submarine” in a
June 12, 1990 letter to a Harvard Business School professor. (DTX-88).

[FF 23] PMC’s patent strategy in the 1980s and early 1990s, as the record shows, had
two main features. First, PMC would prosecute its patents serially, in the hopes of extending the
temporal scope of protection far beyond the statutory term of seventeen years. PMC hoped to
obtain protection for at least 30 to 50 years. Second, PMC would keep its patent portfolio hidden
until after the claimed subject matter became widely adopted in the industry, and only then—after
infringement was engrained and widespread—engage in licensing or enforcement efforts.

[FF 24] Attrial, PMC suggested that it prosecuted its patents serially because it was a
small company with limited resources. Nonetheless, in 1995, PMC—having deliberately chosen

to delay monetizing its patent portfolio—mounted an all-out prosecution campaign. PMC would
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file over 300 applications on the 1981 and 1987 specifications and prosecute them—in parallel—
over the decades that would follow.

D. PMC’s “GATT Bubble” Applications

[FF 25] In 1995, a change in the law threatened to derail PMC’s plan. The Uruguay
Round Agreements Act (“URAA”), passed by Congress and signed into law by President Clinton
in 1994, joined the United States into the General Agreement on Tariffs and Trade (“GATT”).
URAA, Pub. L. 103-465, 108 Stat. 4809 (Dec. 8, 1994). As part of GATT, Congress amended
35 U.S.C. § 154 to provide for patent terms that end 20 years from the filing date of the earliest
application to which priority is claimed. URAA 8 532; see 35 U.S.C. § 154(a)(2). In amending the
statutory patent terms, Congress both brought the United States into accord with its international
counterparts and foreclosed the serial prosecution strategy that allowed for outsized temporal
expansion of patent rights. The United States Patent and Trademark Office (“PTO”) determined
that GATT rules would apply to any patent application filed on or after June 8, 1995. See 37 C.F.R.
§ 1.129.

[FF26] The PTO received and processed over 50,000 patent applications in the nine
days prior to the June 8, 1995 “GATT Deadline”—approximately 45,000 more applications than
would have normally been filed. (Stip. 31). This increase in applications is often referred to in
literature as the “GATT Bubble.” See Hyatt, 998 F.3d at 1352.

[FF 27] In the three months leading up to the June 8, 1995 GATT Deadline, PMC filed
328 continuation applications claiming priority to the 1981 ’510 application or the 1987 096
application. (Bench Tr. 24:15-21; DTX-274 at 1-2). Of these applications, 326—all but two—

were filed in the four weeks preceding the GATT Deadline. (Stips. 29-30).
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[FF 28] According to deposition testimony from Mr. Harvey, PMC timed these
applications specifically to get the benefit of the pre-GATT rules. (July 11, 2013 Harvey Dep. Tr.
297:2-13, Dkt. No. 638-16).

[FF29] An internal memo drafted by Mr. Scott and dated July 15, 2015 confirms this
purpose. (DTX-274 at 1). The memo states that

PMC’s reason for filing some 300-odd applications was that the Patent and

Trademark Office (“PTO”) has issued guidance in 37 C.F.R. § 129(b) to the effect

that a Restriction Requirement could be imposed in any pre-GATT filed application

with numerous claims if the failure to present those claims earlier was the result of

the applicants’ conduct. The imposition of such a Restriction Requirement could

cause PMC to lose rights in many of its valuable distinct inventions.

(DTX-274 at 2).

[FF 30] The applications based on the 1987 specification each contained nearly 600
pages. (See, e.g., DTX-1560 at 1 (tallying 557 pages of specification, 1 page of claims, a 1 page
abstract, and 22 drawing sheets)).

[FF 31] Each of the applications was originally filed with a single claim directed to a
“method of controlling the communication of television programming at a television transmission
station.” (Stip. 29). Over time, PMC would greatly increase the total number of claims. In Mr.
Scott’s estimate, at one point there were about 6,000 claims pending. (Bench Tr. 218:6-22). A
patent examiner, in an Office Action dated December 10, 1996, estimated the number to be closer

to “between 10,000 and 20,000 claims.” (DTX-1494 at 792 { 3). Mr. Scott admitted that at least

some of these claims were merely “placeholder” claims. (Bench Tr. 224:13-19).

10
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[FF 32]

For instance, PMC submitted identical claims in different applications pending

at the same time. One example is the applications numbered 08/480,484 and 08/488,620—both

filed on June 7, 1995—which contain this word-for-word identical claim 2:

08/480,484 application claim 2
(June 7, 1995 preliminary amendment)

08/488,620 application claim 2
(June 7, 1995 preliminary amendment)

A method for displaying television program
information with a locally generated video
overlay at a receiver station having a processor,
a decoder, a storage device and a video overlay
generator, said method comprising the steps of:

receiving a signal that identifies a
television program presentation at a receiver
station;

decoding said signal from said step of
receiving to extract information about said
television program presentation;

processing said information from aid
step of decoding to format said information to
provide an organized presentation of said
information;

generating a video overlay from said
organized information from said step of
processing; receiving said television program
that is associated with said signal in said step of
decoding;

combining said video overlay from said
step of generating with said television program
from said step of receiving said television
program; and

outputting said combined signal from
said receiver station to a television display to
display said combined image showing said
video overlay containing data associated with
programming presentation and said television
program.

(DTX-1560 at 600-01)

A method for displaying television program
information with a locally generated video
overlay at a receiver station having a processor,
a decoder, a storage device and a video overlay
generator, said method comprising the steps of:

receiving a signal that identifies a
television program presentation at a receiver
station;

decoding said signal from said step of
receiving to extract information about said
television program presentation;

processing said information from aid
step of decoding to format said information to
provide an organized presentation of said
information;

generating a video overlay from said
organized information from said step of
processing; receiving said television program
that is associated with said signal in said step of
decoding;

combining said video overlay from said
step of generating with said television program
from said step of receiving said television
program; and

outputting said combined signal from
said receiver station to a television display to
display said combined image showing said
video overlay containing data associated with
programming presentation and said television
program.

(DTX-1566 at 598-99)

[FF 33]

PMC also submitted to the PTO thousands of prior art references—many of

which bore little relevance to disclosed inventions. (See, e.g., DTX-3 at 1-33 (References Cited);

11
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Bench Tr. 224:20-225:6). In one instance, a patent examiner commented on “the unusually large
number of references cited” and noted “the failure of applicant to point out why such a large
number of references is warranted.” (DTX-1494 at 900 { 6). Several foreign-language references
were disclosed with no statement of relevance or translation. (ld.). Further, PMC disclosed
numerous references “subsequent to applicant’s latest effective filing date of 9/11/87”—ostensibly
rendering them not prior art—and the examiner noted that “the relevancy of these references is
unclear.” (I1d.). And several references had no apparent relationship to the inventive subject matter,
such as:

US Patent # 33,189 directed toward a beehive, GB 1565319 directed toward a

chemical compound, a cover sheet with only the word “ZING”, a computer printout

from a library search with the words “LST” on it and a page of business cards

including that of co-inventor James Cuddihy, among others.
(Id.). These issues were not unique to the 091 patent’s application, but were indeed systemic
issues throughout the prosecution of the whole patent family. (See, e.g., DTX-1560 at 819; DTX-
1566 at 778; DTX-1568 at 856; PTX-1197 at 816; PTX-1199 at 863).

[FF 34] Mr. Harvey admitted in a deposition that there were many references disclosed
to the patent office that were wholly unrelated to the subject matter of his patents. (April 29, 2016
Harvey Dep. Tr. 462:5-10, 462:13-14, 464:2-8, Dkt. No. 638-11).

[FF35] The PTO issued double-patenting rejections in several instances between 1996
and 1997. (See, e.g., DTX-1494 at 792, 806, 893; DTX-1560 at 716, 818; DTX-1566 at 777; DTX-
1568 at 855; PTX-1197 at 815; PTX-1199 at 746, 862). These included rejections premised on the

grounds articulated in In re Schneller, 379 F.2d 350 (C.C.P.A. 1968). In this context, the PTO

noted that “an analysis of all claims in the 329 related co-pending applications would be an extreme
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burden on the Office requiring millions of claim comparisons.” (DTX-1494 at 898-99 (emphases
added)).®

[FF 36] Between 1997 and 1998, the PTO suspended prosecution of the majority of
PMC’s applications. (Stip. 32; see, e.g., DTX-1494 at 886-87). Prosecution was re-opened in
1998, with subsequent office actions excluding In re Schneller rejections but nonetheless
maintaining double-patenting rejections, including OTDP rejections. (See, e.g., DTX-1494 at 891
912).

[FF 37] This next round of office actions—dated July 7, 1998 in the case of the 091
patent—imposed an “Administrative Requirement” on PMC in an attempt to cure the double-
patenting issues:

In order to resolve the conflict between applications, applicant is required to either:

(1) file terminal disclaimers in each of the related 329 applications terminally
disclaiming each of the other 329 applications, or;

(2) provide an affidavit attesting to the fact that all claims in the 329 applications
have been reviewed by applicant and that no conflicting claims exists between the
applications. Applicant should provide all relevant factual information including
the specific steps taken to insure that no conflicting claims exist between the
applications, or;

(3) resolve all conflicts between claims in the above identified 329 applications by
identifying how all the claims in the instant application are distinct and separate
inventions from all the claims in the above identified 329 applications.

(Stip. 45; DTX-1494 at 899).

[FF 38] PMC maintained that the Administrative Requirement was improper. (See, e.g.,

DTX-1494 at 946-47).

5> References to 329 applications include the 328 applications filed before June 8, 1995 and the parent application to
which they claimed priority. (See, e.g., DTX-1494 at 942).
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[FF39] Ina series of interviews in 1998 and 1999, PMC met with PTO examiners to
chart a path forward. (See PTX-1199 at 1299-1305, 11 2-5). PMC eventually agreed to consolidate
its applications into 56 subject-matter categories. (PTX-1199 at 1375-88). For each category and
priority date (either 1981 or 1987), PMC designated one “A” application and one “B” application.
The “A” applications would be amended to include any claims the PTO agreed were allowable
(pending resolution of double-patenting issues), which PMC and the PTO would prosecute to
issuance. Any claims for which the patentability was disputed would be moved to the
corresponding “B” application, which could either be appealed or abandoned. Prosecution of “B”
applications would be held in abeyance until the issuance of the corresponding “A” application as
a potential application for any claims not allowed. The remaining applications not designated “A”
or “B” would be expressly abandoned. (Stip. 50; PTX-1199 at 1398; Bench Tr. 193:10-194:9).

[FF 40] This approach notwithstanding, the PTO continued to grapple with significant
obstacles in advancing prosecution of PMC’s patent applications.

[FF 41] In one instance, on January 18, 2001, an examiner in the case of 08/449,413
(the “’413 application”) issued a notice of abandonment accusing PMC and its prosecution
counsel, Mr. Scott, of misconduct and prosecution laches. (Stip. 47; PTX-1197 at 917-1543). The
examiner, William Luther, stated that PMC’s prosecution strategy had burdened the PTO and
caused “unjustifiable and prejudicial delay.” (PTX-1197 at 928). The PTO ultimately vacated and
withdrew the notice of abandonment, noting that Mr. Luther’s allegations were “unrelated to the
issue of patentability” and “were not made pursuant to a duty of the Examiner imposed by law.”

(PTX-1197 at 1687-89).°

& As this notice of abandonment was ultimately vacated and withdrawn, the Court considers it only to state the personal
opinions of Examiner Luther rather than the positions of the PTO, and weighs this fact accordingly. The Court notes
that the result would be the same in this case even without considering Examiner Luther’s opinions. It is also worth
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[FF 42] Another example is an office action dated July 31, 2002 in the case of
application 08/474,145 (the “’145 application”). (DTX-1568 at 1018). The ’145 application was
the “A” application related to the 091 patent. In the July 31, 2002 office action, the examiner
noted that “many of the same issues have been raised in different ones of the many copending
applications. In at least some cases, these issues appear to have been handled and addressed
inconsistently between applications.” (DTX-1568 at 1020). The examiner listed several examples
of these issues.

[FF 43] The office action stated that the “examiner/Office was unquestionably misled
by the many statements made by applicant” regarding whether claims were entitled to a priority
date of 1981 or 1987 depending on the support in the respective disclosures. (DTX-1568 at 1020
21). The examiner characterized PMC’s various arguments and submissions as “straw men”
(DTX-1568 at 1026), “lame” (DTX-1568 at 1027), “repugnant” (DTX-1568 at 1028),
“NONSENSE” (DTX-1568 at 1029 (emphasis in original)), “[c]learly” having “a conflict between
two . . . positions” (DTX-1568 at 1030), “mystify[ing]” (DTX-1568 at 1030), “careless[]” (DTX-
1568 at 1031), “an unnecessary drain on already limited PTO resources” (DTX-1568 at 1031),
“absurd and wholly unsupportable” (DTX-1568 at 1035), a “tapestry which . . . falls apart at the
slightest touch” (DTX-1568 at 1037), “CLEARLY WRONG” (DTX-1568 at 1043 (emphasis in
original)), “distort[ing]” the law (DTX-1568 at 1046), “contorted” (DTX-1568 at 1050), “difficult
to understand” (DTX-1568 at 1049), “read[ing] like the directions to a treasure hunt” (DTX-1568
at 1049), and “like ships passing in the night in the same ocean, but not necessarily sailing in the

same direction” (DTX-1568 at 1049), among other choice words.

noting that the Federal Circuit subsequently confirmed that laches is indeed a ground for rejection. In re Bogese, 303
F.3d 1362, 1367-68 (Fed. Cir. 2002).
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[FF 44] The examiner further commented that the “Office continues to struggle in its
efforts to make [8 112 § 1] determinations for the 10,000 or so pending amended claims.” The
examiner noted that “when applicant has been asked to identify ‘precisely what is being claimed’,
applicant has declined to provide such showings”—instead contending that the responsibility was
solely the PTO’s. (DTX-1568 at 1047).

[FF 45] Nothing in the record indicates that the July 31, 2002 office action was ever
withdrawn, vacated, or otherwise repudiated by the PTO.

[FF 46] Between April 2003 and January 2004, the PTO granted eleven reexaminations
on seven of PMC’s then-issued patents. (Stip. 54). As a result, the PTO stayed examination of
PMC'’s pending applications. The stay would last approximately six years. (Bench Tr. 202:20-
221:6).

[FF 47] Between 2005 and 2008, PMC corresponded with senior PTO officials,
including the Director of the PTO, in an attempt to expedite resolution of the reexaminations or
otherwise lift the stay of prosecution. (Stips. 56-58; PTX-1199 at 5425-916; PTX-1180 at 1-69;
PTX-1181 at 1-10; PTX-1185; Bench Tr. 230:13-232:6). In 2009, the PTO agreed to reopen
prosecution of PMC’s applications. (Bench Tr. 204:1-8).

[FF 48] After prosecution reopened, the PTO began issuing patents in 2010, and has
continued to do so. As of April 22, 2020, a total of 101 patents had issued to PMC claiming priority
to its 1981 and 1987 specifications. (Stip. 96).

E. Prosecution History of the 091 Patent

[FF 49] The ’091 patent issued from U.S. Patent Application No. 08/485,507 (the “’507
application”), claiming priority to the 1987 096 application. The *507 application was filed on

June 7, 1995 with one claim. (Stip. 35; DTX-3; DTX-1494). Contemporaneous with the filing,
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PMC filed a preliminary amendment canceling application claim 1 and adding application claim
2. (Stip. 38; DTX-1494 at 604-05). A year later, PMC filed another amendment cancelling
application claim 2 and adding application claims 3-9. (Stip. 39; DTX-1494 at 779-83).

[FF50] In December of 1996, the PTO examiner issued the first office action on the
’507 application, rejecting all pending claims on several grounds including double patenting. (Stip.
40; DTX-1494 at 784-822). The examiner explained that “[t]he subject matter claimed in the
instant application is fully disclosed in the referenced copending applications and would be
covered by any patent issued on that [sic] copending applications,” noting that “there is no apparent
reason why applicant would be prevented from presenting claims . . . in the other copending
applications.” (DTX-1494 at 806). The examiner also issued rejections under 35 U.S.C. § 112 2
(pre-AlA), noting that “the size of applicants’ disclosure with its numerous possible
implementations is contributing to the problem[.]” (DTX-1494 at 809).

[FF51] Following the December 1996 office action, PMC submitted an information
disclosure statement listing 18 additional pages of prior art references. (DTX-1494 at 828-46). It
also requested a three-month extension on its response to the office action. (DTX-1494 at 847,
885). PMC then responded to the office action by amending the seven pending claims (application
claims 3 through 9) and further expanding the claim set by adding 23 additional claims (application
claims 10 through 32). (DTX-1494 at 847-56).

[FF52] OnlJuly7,1998, the PTO issued its second office action on the *507 application,
rejecting all pending claims. (DTX-1494 at 891). The examiner issued double-patenting rejections,
citing “clear evidence that such conflicting claims exist between the 329 related co-pending
applications[.]” (DTX-1494 at 892-99). The examiner noted that “an analysis of all claims in the

329 related co-pending applications would be an extreme burden on the Office requiring millions
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of claim comparisons.” (DTX-1494 at 899). For this reason, the examiner imposed the
“Administrative Requirement” described above, requiring PMC to either (1) file terminal
disclaimers in all applications; (2) provide an affidavit that there are no conflicting claims between
the applications; or (3) resolve all conflicts by explaining how the claims in the pending
applications are separate and distinct. (DTX-1494 at 899; see also FF 37).

[FF 53] In the same office action, the examiner commented on the “unusually large
number of references cited”—2,200 in the initial application and a further 645 in a supplemental
information disclosure statement. (DTX-1494 at 900). Among these references, the examiner
noted, were foreign language references “where there is no statement of relevance or no
translation” as required by 37 C.F.R. 1.98; “numerous references” that post-dated the latest
effective filing date in 1987; and “numerous references” of little-to-no relevance, including a Civil
War-era patent for a beehive, a British patent directed to a chemical compound, the word “ZING,”
a computer printout from a library search with the words “LST,” and a page of business cards.
(DTX-1494 at 900).

[FF54]  After the 1998 and 1999 meetings between PMC and the PTO examiners, the
’507 application was designated a “B” application, corresponding to the 145 “A” application.
(Stips. 46, 51). On May 9, 2000, PMC requested cancellation of 28 of the 29 pending claims in the
’507 “B” application and amended the one remaining claim. (DTX-1491 at 926).

[FF55] Ina March 21, 2001 communication, the PTO informed PMC that it deemed
PMC’s response to the earlier office action “deficient” because it failed to comply with the
Administrative Requirement. (DTX-1494 at 933). Contrary to PMC’s objections, the examiner
reiterated that the Administrative Requirement merely required PMC to undertake a necessary

precondition to examination by ensuring that claims are presented properly. The examiner stated,
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“[i]t is not solely the burden of the Office, as the applicants imply, to review each of the over ten
thousand of the applicants’ claims and determine, for each claim, whether the applicants are
violating their regulatory duties of knowledge of claims and disclosure or elimination of
conflicting material.” (DTX-1494 at 934-35).

[FF56] PMC responded to the March 21, 2001 communication, explaining (among
other things) that the *507 application was a “B” application according to the plan PMC devised
with the PTO. (DTX-1494 at 940-67). PMC then requested that the *507 application be held in
abeyance pending prosecution of the corresponding “A” application. (DTX-1494 at 27).

[FF57] On June 18, 2002, the PTO accepted PMC’s arguments and agreed to hold the
’507 “B” application in abeyance for six months pending the outcome of the corresponding *145
“A” application. (DTX-1494 at 973-75). The examiner directed PMC to make an inquiry into the
status of the application upon expiration of the six-month suspension. (Id.). There is no record of
such inquiry in the *507 application prosecution history. The next communication from the PTO,
dated January 6, 2005, was another six-month suspension, also directing PMC to make a status
inquiry upon expiration of the suspension. (DTX-1494 at 976-77).

[FF 58] Meanwhile, the claims that eventually issued from the *507 “B” application
were being prosecuted as part of the *145 “A” application. The *145 application, like the *507
application, was initially prosecuted with “placeholder” claims. (DTX-1568 at 592, 599). In July
of 1997, PMC added two more claims for a total of three. (DTX-1568 at 813). Several more

dependent claims were added in June of 1998 (DTX-1568 at 865).
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[FF59] A claim amendment dated May 9, 2000, added a new application claim 22:

’145 application claim 22
(May 9, 2000 amendment)

A method of enabling a programming presentation
at a receiver station, said receiver station having a
receiver for receiving at least some of an information
transmission, at least one enabling device
operatively connected to said receiver, a processor
operatively connected to said at least one enabling
device, and an output device operatively connected
to said at least one enabling device, said method
comprising the steps of:

receiving said information transmission from
one of a local source and a remote source, said
information  transmission  containing  disabled
information;

detecting the presence of an instruct-to-
enable signal, said instruct-to-enable signal
designating enabling information;

passing said instruct-to-enable signal to said
processor;

modifying a fashion in which said receiver
station locates said enabling information in response
to said instruct-to-enable signal;

locating said enabling information based on
said step of modifying a fashion;

enabling said disabled information based on
said step of locating said enabling information; and

outputting said programming presentation
based on said step of enabling said disabled
information.

(DTX-1568 at 921-22)
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[FF 60]

PMC amended ’145 application claim 22 again on March 15, 2002 as follows:

’14S5 application claim 22
(May 9, 2000 amendment)

>145 application claim 22
(March 15, 2002 amendment)

A method of enabling a programming
presentation at a receiver station, said receiver
station having a receiver for receiving at least
some of an information transmission, at least
one enabling device operatively connected to
said receiver, a processor operatively
connected to said at least one enabling device,
and an output device operatively connected to
said at least one enabling device, said method
comprising the steps of:

receiving said information transmission
from one of a local source and a remote source,
said information transmission containing
disabled information;

detecting the presence of an instruct-to-
enable signal, said instruct-to-enable signal
designating enabling information;

passing said instruct-to-enable signal to
said processor;

modifying a fashion in which said
receiver station locates said enabling
information in response to said instruct-to-
enable signal,

locating said enabling information
based on said step of modifying a fashion;

enabling said disabled information
based on said step of locating said enabling
information; and

outputting said programming
presentation based on said step of enabling said
disabled information.

(DTX-1568 at 921-22)

A method of enabling a programming
presentation at a receiver station, said-receiver

station having a receiver for receiving at least
 on informati ‘ssion.at |

said—receivel ——&—Processor—operali ".eb,
eenlneeted o Sal'd at teast oRe ell ashing deullee
i i tee; said method

comprising the steps of:

receiving sald an information
transmission from at least one of a local source
and a remote source, said information
transmission eentaining including disabled
information;

detecting the presence of an instruct-to-
enable signal, said instruct-to-enable signal
designating enabling information;

passing said instruct-to-enable signal to
satd a processor;

modifying a fashion in which said
receiver station locates said enabling
information in response to said instruct-to-
enable signal,

locating said enabling information
based on said step of modifying a fashion;

enabling said disabled information
based on said step of locating said enabling
information; and

outputting said programming
presentation based on said step of enabling said
disabled information.

(DTX-1568 at 978, 990)
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[FF 61]

PMC amended ’145 application claim 22 again on February 4, 2003 as follows:

’14S5 application claim 22
(March 15, 2002 amendment)

>145 application claim 22
(February 4, 2003 amendment)

A method of enabling a programming
presentation at a receiver station, said method
comprising the steps of:

receiving an information transmission
from at least one of a local source and a remote
source, said information transmission including
disabled information;

detecting the presence of an instruct-to-
enable signal, said instruct-to-enable signal
designating enabling information;

passing said instruct-to-enable signal to
a processor;

modifying a fashion in which said
receiver station locates said enabling
information in response to said instruct-to-
enable signal;

locating said enabling information
based on said step of modifying a fashion;

enabling said disabled information
based on said step of locating said enabling
information; and

outputting said programming
presentation based on said step of enabling said
disabled information.

(DTX-1568 at 978)

A method of enablrg—a decrypting

programming presentation at a receiver station,
said method comprising the steps of:

receiving an information transmission
from at least one of a local source and a remote
source-said-nformation-transmission including
disabled encrypted information;

detecting the presence of an instruct-to-

enable signal;—said—instruct-to-enable—signal
destgnating-enabhng-information;

passing said instruct-to-enable signal to
a processor;

modifyring determining a fashion in
which said receiver station locates said

enabling information In response to a_first
decryption key by processing said instruct-to-
enable signal;

locating said erabling-nfermation first
decryption key based on said step of
modifyring-a-fashion determining;

enablng decrypting said disabled
encrypted information based-en-said-step—of

ocating-satd-enabling—nformation using said
first decryption key; and

outputting said programming

presentation based on said step ef-enabling-said
disabled-information decrypting.

(DTX-1568 at 1132, 1177)

The February 4, 2003 amendment was the first time that encryption, decryption, or decryption

keys were a part of this claim.

[FF 62]

Beginning on January 6, 2005, the PTO suspended prosecution of both the *145

application and the ’507 application, initially for six months, pending reexamination of PMC’s
already issued patents. (DTX-1494 at 974; DTX-1568 at 1228). The suspensions were renewed

several times. (E.g., DTX-1494 at 985-86, 988-89; DTX-1568 at 1238, 1240-41).
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[FF 63] Prosecution had reopened by 2010. Over a series of interviews in 2010,
application claim 22 was amended significantly. (DTX-1568 at 1250-74). The 145 “A”
application issued as United States Patent No. 7,992,169 on August 2, 2011. (Stip. 70; DTX-1568
at 1840).
[FF64] On April 11, 2011—prosecution of the ’507 application having also
reopened—PMC amended the *507 application, cancelling all claims and adding 31 new claims.
Through this amendment, PMC sought to claim in the “B” application subject matter that was not

allowed in the corresponding “A” application. (DTX-1494 at 990-1006). PMC told the PTO that

these “B” claims had “additional amendments that Applicants believe place the claims in condition

for allowance.” (DTX-1494 at 993). New ’507 application claim 45 was identical to

’145

application claim 22 as amended on February 4, 2003:

’145 application claim 22
(February 4, 2003 amendment)

’507 application claim 45
(April 11, 2011 amendment)

A method of decrypting programming at a
receiver station, said method comprising the
steps of:

receiving an information transmission
including encrypted information;

detecting presence of an instruct-to-
enable signal;

passing said instruct-to-enable signal to
a processor;

determining a fashion in which said
receiver station locates a first decryption key by
processing said instruct-to-enable signal;

locating said first decryption key based
on said step of determining;

decrypting said encrypted information
using said first decryption key; and

outputting said programming based on
said step of decrypting.

(DTX-1568 at 1132)

A method of decrypting programming at a
receiver station, said method comprising the
steps of:

receiving an information transmission
including encrypted information;

detecting presence of an instruct-to-
enable signal;

passing said instruct-to-enable signal to
a processor;

determining a fashion in which said
receiver station locates a first decryption key by
processing said instruct-to-enable signal;

locating said first decryption key based
on said step of determining;

decrypting said encrypted information
using said first decryption key; and

outputting said programming based on
said step of decrypting.

(DTX-1494 at 996)
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[FF 65] August 2, 2011, the PTO also issued an office action rejecting all 31 claims on
ground such as double patenting and anticipation. (DTX-1494 at 1010-39). After additional
amendments (DTX-1494 at 1162-80, 1187-1205), several additional disclosures (DTX-1494 at
1039-1162, 1218-47), and the execution of a terminal disclaimer (DTX-1494 at 1255-56), the
PTO issued a notice of allowance on March 19, 2012. (DTX-1494 at 1331). Application claim 45,

as amended, would issue as claim 13—the independent claim asserted in this action. (DTX-1494

at 1412).

’507 application claim 45
(April 11, 2011 amendment)

’091 patent claim 13
(Issued May 29, 2012)

A method of decrypting programming at a
receiver station, said method comprising the
steps of:

receiving an information transmission
including encrypted information;

detecting presence of an instruct-to-
enable signal;

passing said instruct-to-enable signal
to a processor;

determining a fashion in which said
receiver station locates a first decryption key
by processing said instruct-to-enable signal;

locating said first decryption key based
on said step of determining;

decrypting said encrypted information
using said first decryption key; and

outputting said programming based on
said step of decrypting.

(DTX-1494 at 996)

A method of decrypting programming at a
receiver station, said method comprising the
steps of:

receiving an encrypted digital
information transmission including encrypted
information;

detecting in_said encrypted digital
information transmission the presence of an
instruct-to-enable signal,

passing said instruct-to-enable signal
to a processor;

determining a fashion in which said
receiver station locates a first decryption key
by processing said instruct-to-enable signal;

locating said first decryption key based
on said step of determining;

decrypting said encrypted information
using said first decryption key; and

outputting said programming based on
said step of decrypting.

(DTX-1568 at 1132)

[FF 66]

at 1428).

The *091 patent issued from the *507 application on May 29, 2012. (DTX-1494
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[FF67] To summarize: the 145 application and *507 application were both filed June
7, 1995 with placeholder claims. Sometime around 1998 or 1999, the 145 application was
designated an “A” application and the 507 application was designated the corresponding “B”
application. The predecessor of asserted independent claim 13 was first submitted to the PTO (with
materially different subject matter) in May of 2000, five years after filing, as application claim 22
of the ’145 “A” application. In 2003, nearly three years later, and eight years after filing,
application claim 22 was amended to claim encryption and decryption for the first time.
Prosecution of both applications was suspended until around 2009 or 2010. In 2011, the claim was
amended significantly in the ’145 application—which then issued as a patent—with the
unamended version moved to the ’507 application as application claim 45. With minor
amendments, the claim issued as independent claim 13 in May of 2012.

F. Apple’s FairPlay Technology

[FF 68] FairPlay, the accused technology in this suit, was described at trial as “content
protection and integrity verification technology.” In essence, FairPlay is software that verifies that
the user of an Apple device cannot copy or make unauthorized use of downloaded content, such
as songs, apps, or movies. (Jury Tr. 717:7-17).

[FF69] Encryption of decryption keys is critical to FairPlay’s operation. As Apple
engineer and corporate representative Roger Pantos explained:

[T]he goal was security. And so we had to be able to secure the content, and as

you’ve heard earlier this week, that means encrypting the content and controlling

access to the decryption key. The decryption key, therefore, had to be kept secure

itself. And that was why we decided we’re going to encrypt it and keep it encrypted

in the private -- somewhere private, and so that became a private part of the security

information.

(Jury Tr. 728:23-729:5).
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[FF 70] Specifically, FairPlay focused on key management. The FairPlay Next
Generation document, a white paper that is representative of the accused technology, explains the
importance of key management:

Cryptography is traditionally focused on protecting data in transit across a network.

In this threat model the communication is between two mutually trusted parties; the

players are protected by cryptography from the prying eyes of the thief.

For digital content protection, the paradigm has shifted. Some of the players are no

longer trusted, and may actually be the attacker. E.g., the end-user that legally buys

music from the music store can be an attacker. In addition, with the current

effectiveness of network penetration attacks, a third player may have access to one

of the player’s computers.

When assessing the security of a content protection system (or by looking at past

attacks), the weakest link is not the encrypted data, but the key management and

handling, the software before the decryption of the data.
(DTX-225 at 4; Stip. 74).

[FF71] Apple began developing FairPlay in the early 2000s. (Stip. 73; Jury Tr.
684:1-4). FairPlay was launched together with the Apple Music store in 2003. (Jury Tr. 684:21—
23, 719:13-15; Stips. 75-76). Apple has continued to develop and improve FairPlay since its
launch. FairPlay was integrated into Apple’s App Store in 2007. (Jury Tr. 105:19-106:15; 686:11—
16, 688:5-14, 690:22-691:11; Stips. 75, 77).

[FF72] The FairPlay Next Generation document, which was representative of the
technology in the FairPlay system found by the jury to infringe the 091 patent, was created by
May 2005. (Stip. 74; DTX-225). The FairPlay system has protected content downloaded from
Apple’s iTunes and App Stores since no later than 2005 and 2007, respectively. (Stip. 78). The

accused functionalities of FairPlay have been the same at all times while the 091 patent has been

in force. (Stip. 79).
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[FF 73] The jury found that Apple’s FairPlay infringed at least one of claims 13, 14, 15,
and 16 of the 091 patent. (Dkt. No. 572).

[FF 74] PMC first contacted Apple in 2008. (Bench Tr. 47:4-48:3; Jury Tr. 254:21—
255:4; DTX-108; Stip. 80). PMC and Apple corresponded between 2008 and 2011 on the topics
of PMC’s patent portfolio. (Stips. 80-87). In July of 2011, PMC provided several claim charts to
Apple explaining how PMC believed that Apple’s services, including iTunes and iCloud, practiced
five of PMC’s patents. The 091 patent, which had not yet issued, was not identified. (Stip. 88).
PMC did not identify the 091 patent to Apple prior to filing suit. (Stip. 97).
1. CONCLUSIONS OF LAW

[CL1]  “Inan action tried on the facts without a jury . . ., the court must find the facts
specially and state its conclusions of law separately.” Fed. R. Civ. P. 52(a)(1). “If a party has been
fully heard on an issue during a nonjury trial and the court finds against the party on that issue, the
court may enter judgment against the party on a claim or defense that, under the controlling law,
can be maintained or defeated only with a favorable finding on that issue.” Fed. R. Civ. P. 52(c).

[CL2]  The purpose of these findings is to “afford[] . . . a clear understanding of the
ground or basis of the decision of the trial court.” S. S. Silberblatt, Inc. v. U.S. for Use & Benefit
of Lambert Corp., 353 F.2d 545, 549 (5th Cir. 1965) (internal quotation marks omitted); see also
Schlesinger v. Herzog, 2 F.3d 135, 139 (5th Cir. 1993) (explaining that trial courts need not “recite
every piece of evidence” or “sort through the testimony of . . . dozen[s] [of] witnesses™).

[CL3] In making a particular finding, the district court “does not . . . draw any
inferences in favor of the non-moving party and . . . [instead] make[s] a determination in
accordance with its own view of the evidence.” Fairchild v. All Am. Check Cashing, Inc., 815 F.3d

959, 964 n.1 (5th Cir. 2016) (internal quotation marks omitted). However, a district court still must
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arrive at each of its factual determinations based on the applicable burden of proof. In re Medrano,
956 F.2d 101, 102 (5th Cir. 1992) (reversing the district court because it applied the preponderance
of the evidence standard rather than the clear and convincing standard in making its factual
determinations under Rule 52).

A Prosecution Laches

[CL 4]  Prosecution laches is an equitable affirmative defense to patent infringement.
Hyatt, 998 F.3d at 1359-60; Cancer Research Tech. Ltd. v. Barr Labs., Inc., 625 F.3d 724, 729
(Fed. Cir. 2010). If found, prosecution laches may “render a patent unenforceable when it has
issued only after an unreasonable and unexplained delay in prosecution that constitutes an
egregious misuse of the statutory patent system under a totality of the circumstances.” Hyatt, 998
F.3d at 1360 (quoting Cancer Research, 625 F.3d at 728).

[CL5]  The Federal Circuit recently explained that “the doctrine of prosecution laches
places an additional, equitable restriction on patent prosecution conduct beyond those imposed by
statute or PTO regulation.” Hyatt, 998 F.3d at 1366. “An applicant must therefore not only comply
with the statutory requirements and PTO regulations but must also prosecute its applications in an
equitable way that avoids unreasonable, unexplained delay that prejudices others.” I1d.

[CL 6]  Prosecution laches as a defense to infringement requires proof of two elements:
(a) that the patentee’s delay in prosecution was unreasonable and inexcusable under the totality of
the circumstances; and (b) that the accused infringer or the public suffered prejudice attributable
to the delay. Hyatt, 998 F.3d at 1362 (citing Cancer Research, 625 F.3d at 728-29).

[CL7] Toestablish prejudice, an accused infringer must show evidence of intervening
rights, in the sense that “either the accused infringer or others invested in, worked on, or used the

claimed technology during the period of delay.” Cancer Research, 625 F.3d at 731.
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[CL8]  This Court has previously applied the clear-and-convincing-evidence standard
when the enforceability of an issued patent is challenged for prosecution laches. SynQor, Inc. v.
Artesyn Techs., Inc., No. 2:07-cv-497, 2011 WL 2729214, at *8 (E.D. Tex. July 11, 2011);
Centocor Ortho Biotech, Inc. v. Abbott Labs., 669 F. Supp. 2d 756, 771 (E.D. Tex. 2009), rev’d
on other grounds, 636 F.3d 1341, 1353 (Fed. Cir. 2011). This is consistent with the presumption
of validity, and with the application of the clear-and-convincing-evidence standard to other
invalidity and unenforceability defenses. See 35 U.S.C. 8 282(a) (presumption of validity),
§ 282(b)(1) (unenforceability is a defense to patent infringement); American Hoist & Derrick Co.
v. Sowa & Sons, Inc., 725 F.2d 1350, 1358-59 (Fed. Cir. 1984) (the burden under § 282 ““is constant
and never changes and is to convince the court of invalidity by clear evidence”), abrogated on
other grounds, Therasense, Inc. v. Becton, Dickinson & Co., 649 F.3d 1276, 1290-91 (Fed. Cir.
2011) (abrogating the “sliding scale” approach to inequitable conduct but nonetheless maintaining
the clear-and-convincing-evidence standard); see also Radio Corp. of Am. v. Radio Eng’g Labs.,
293 U.S. 1, 8 (1934) (Cardozo, J.) (“[O]ne otherwise an infringer who assails the validity of a
patent fair upon its face bears a heavy burden of persuasion, and fails unless his evidence has more
than a dubious preponderance.”); contra Hyatt, 998 F.3d at 1370-71 (applying a preponderance-
of-the-evidence standard in a de novo civil action to obtain a patent under 8 145). The Federal
Circuit has also confirmed that the PTO may issue laches rejections during prosecution. In re
Bogese, 303 F.3d 1362, 136768 (Fed. Cir. 2002). Where it has not, it is presumed to have acted
correctly. Consistent with these principles, the Court applies the clear-and-convincing-evidence
standard to prosecution laches when raised a defense to patent infringement.

[CL9]  The Federal Circuit also held in Hyatt that “in the context of a § 145 action, the

PTO must generally prove intervening rights to establish prejudice, but an unreasonable and
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unexplained prosecution delay of six years or more raises a presumption of prejudice, including
intervening rights.” Hyatt, 998 F.3d at 1370. Apple attempts to invoke this presumption to its
benefit. (See, e.g., Dkt. No. 639 at 48). The Court is not persuaded that this presumption should
apply when prosecution laches is raised as a defense to infringement. The Federal Circuit’s holding
in Hyatt is clearly limited to “the context of a 8 145 action.” Hyatt, 998 F.3d at 1370. In a
§ 145 action, the district court is required to make de novo factual findings, without any deference
to the PTO or presumptions of administrative correctness. See Kappos v. Hyatt, 566 U.S. 431, 444
(2012). The case cited by the Federal Circuit in Hyatt for the presumption of prejudice also arose
in the context of an unreasonable delay in filing suit—a charge that does not impugn the patentee’s
prosecution conduct. See Wanlass v. Gen. Elec. Co., 148 F.3d 1334, 1337 (Fed. Cir. 1998). In
contrast, the PTO can issue prosecution laches rejections, Bogese, 303 F.3d at 1367-68, and when
prosecution laches is raised as a defense to infringement, the accused infringer challenges the
PTO’s correctness in not rejecting the patent. An issued patent, whose enforceability is challenged
for prosecution laches, remains clothed in the presumptions of validity and enforceability.
Accordingly, the Court does not find it appropriate to shift the burden on the issue of prejudice
when prosecution laches is raised as a defense to infringement. The Court is persuaded that Apple
should be held to the clear-and-convincing burden on both elements.

[CL 10] As discussed below, however, the Court is persuaded that Apple has met this
burden on both elements.

B. PMC Engaged in an Unreasonable and Unexplained Delay

[CL 11] Whether an applicant’s delay is unreasonable is a fact-intensive inquiry that
depends on the specific circumstances. Hyatt, 998 F.3d at 1366-67. Determinations of

unreasonable delay are not limited to the specific patent application in question; rather, “an
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examination of the totality of the circumstances, including the prosecution history of all of a series
of related patents and overall delay in issuing claims, may trigger laches.” Id. at 1362; Symbol
Techs., Inc. v. Lemelson Med., Educ. & Research Found., LP, 422 F.3d 1378, 1385 (Fed. Cir.
2005) [“Symbol 11”].

[CL 12] In Symbol II, the Federal Circuit gave non-exclusive examples of reasonable
and unreasonable delays. Examples of reasonable delays include (i) filing a divisional application
in response to a restriction requirement—even immediately before issuance of the
parent application; (ii) refiling an application to present new evidence of an invention’s unexpected
advantages; and (iii) refiling an application to add subject matter to attempt to support broader
claims as the development of an invention progresses. Symbol I, 422 F.3d at 1385; Hyatt, 998
F.3d at 1361-62. The court noted that an applicant may refile an application for other reasons,
“provided that such refiling is not unduly successive or repetitive.” Symbol I, 422 F.3d at 1385.
In contrast, the court in Symbol Il stated, “refiling an application solely containing previously-
allowed claims for the business purpose of delaying their issuance can be considered an abuse of
the patent system.” Symbol Il, 422 F.3d at 1385.

[CL13] There are no “firm guidelines” for when laches is triggered, and the
determination is left to the district court’s consideration as a matter of equity. Symbol 11, 422 F.3d
at 1385. Yet, the Federal Circuit has found instructive two prior Supreme Court cases finding
“patents unenforceable based on eight- and nine-year prosecution delays.” Hyatt, 998 F.3d at 1367
(citing Woodbridge v. U.S., 263 U.S. 50, 53 (1923) (nine-and-a-half-year delay); Webster Elec.
Co. v. Splitdorf Elec. Co., 264 U.S. 463. 465 (1924) (eight-year delay)); see also Bogese, 303 F.3d

at 1369 (eight-year delay); Symbol Il, 422 F.3d at 1385 (citing Woodbridge and Webster).
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[CL 14] The Federal Circuit addressed prosecution laches most recently—in an opinion
issued three weeks before the bench trial in this case—in the context of a civil action to obtain a
patent under 35 U.S.C. § 145. Hyatt, 998 F.3d at 1355-56. The Federal Circuit held that that PTO
had met its burden to establish unreasonable and unexplained delay—reversing the district court’s
conclusion otherwise. Id. at 1370-71. The Federal Circuit also held that a presumption of prejudice
applied in the context of a § 145 action, and remanded the case to the district court to hear
additional evidence and determine whether the patentee had rebutted the presumption. Id. at
1371-72.

[CL 15] While the procedural posture was different, the facts in Hyatt were remarkably
similar to those in this case.

[CL 16] In Hyatt, the patentee (Mr. Hyatt) “bulk-filed” 381 patent applications during
the “GATT Bubble.” Hyatt, 998 F.3d at 1353. The Federal Circuit noted that Mr. Hyatt’s 381
GATT Bubble applications were “the most of any filer.” Id. at 1367. PMC filed 328 applications—
a number not far behind. (FF 27, 29).

[CL17] Like PMC, Mr. Hyatt’s applications duplicated a small universe of earlier
applications. In Mr. Hyatt’s case, “each one [was] a photocopy of one of 11 earlier parent
applications.” Hyatt, 998 F.3d at 1353. Mr. Hyatt’s applications claimed priority to applications
filed in the 1970s and 1980s, “which pre-date the [1995] applications by a range of 12 to 25 years.”
Id. PMC’s 328 applications derive from two earlier applications, respectively filed in 1981 and
1987. These pre-date PMC’s 1995 applications by 8 to 14 years. (FF 27, 67).

[CL 18] The delay in Hyatt was also similar to PMC’s delay. Mr. Hyatt argued to the
Federal Circuit that he “delayed only seven to 11 years to file the four applications at issue and

between 10 and 19 years before presenting the claims now in dispute.” 1d. at 1368. The Federal
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Circuit stated that “[e]ven accepting Hyatt’s arguments on this score, these quantities of time are
enough to trigger prosecution laches.” 1d. PMC delayed filing of its applications for a comparable
period. (FF 27, 67). Claim 13 of the 091 patent (the independent claim asserted in this litigation)
was first presented (as an “A” claim) in 2003, eight years after filing, and was re-introduced (as a
“B” claim) in 2011, 16 years after filing. (FF 61, 64). The applications themselves were filed eight
years after the 1987 specification and fourteen years after the 1981 specification. (FF 27, 67). Thus,
PMC waited eight to fourteen years to file its patent applications and at least sixteen years to
present the asserted claims for examination.

[CL19] Mr. Hyatt filed his applications with “small claim sets, many of which were
identical to each other.” Hyatt, 998 F.3d at 1353. “Simply put,” the Federal Circuit noted, “Hyatt’s
applications were placeholders.” Id. at 1367. Similarly, PMC filed each of its applications with a
single claim. These claims were contemporaneously or subsequently amended, sometimes to recite
identical language. PMC, testifying through Mr. Scott, admitted that these were placeholder
claims. (FF 31, 32).

[CL 20] Like PMC’s applications, Mr. Hyatt’s applications were “atypically long and
complex.” Hyatt, 998 F.3d at 1353. The applications at issue in Hyatt contained, respectively, 576
pages of text and 65 pages of figures; 238 pages of text and 40 pages of figures; and 518 pages of
text and 48 pages of figures. 1d. PMC’s applications contained 559 pages of text and 22 pages of
figures. (FF 10, 30, 50).

[CL 21] Also like PMC, Mr. Hyatt’s universe of claims ballooned soon after the
applications were filed. By 2003, Mr. Hyatt had sought 115,000 claims (including 45,000

independent claims) across his 11 specifications. Hyatt, 998 F.3d at 1353. PMC sought anywhere
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from 6,000 (Mr. Scott’s estimate) to 20,000 claims (an examiner’s estimate) across two
specifications. (FF 31).

[CL 22] In Hyatt, the supervising examiner testified at trial that the “complexity,
number, size, and overlap of Hyatt’s applications and claims made it difficult, if not impossible,
for examiners to determine the claims’ priority dates for purposes of identifying the relevant body
of prior art, to determine whether the claims satisfy the written description requirement, and to
identify double patenting issues.” Hyatt, 998 F.3d at 1357. Similar issues persist in PMC’s
applications. (FF 35-45, 50, 52, 55). In PMC’s case, this issue was exacerbated by the scope and
content of PMC’s prior art disclosure. PMC disclosed thousands of references, many of which the
examiners noted bore questionable relevance to the claimed inventions, and several of which were
abjectly irrelevant. (FF 33, 34, 51, 53).

[CL 23] The only notable distinction between Hyatt and this case (other than the
procedural posture) was that Mr. Hyatt acknowledged he lacked a “master plan” for demarcating
his applications. Hyatt, 998 F.3d at 1369. In contrast, PMC met with the PTO to develop a
consolidation agreement and demarcated its applications by subject matter. (FF 39). PMC contends
this is a material distinction. (See Dkt. No. 640 at 54-55). The Court disagrees.

[CL 24] The central thrust of Hyatt was the district court’s erroneous blame of the PTO
for failing to advance Mr. Hyatt’s applications. Hyatt, 998 F.3d at 1364—66. “The applicant is in
the driver’s seat and must take care to avail itself of the PTO’s beneficial patent examination
process as it stands and in a way that avoids undue delay leading to prejudice imposed on others.”
Id. at 1366. The fact that the PTO took a more hands-on approach with PMC’s patents than with

Mr. Hyatt’s patents is not material since prosecution laches considers the applicant’s conduct.
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Even though the PTO assented to this consolidation plan, that does not automatically vindicate the
public interest that prosecution laches protects.

[CL 25] Likewise, as in Hyatt, even though the PTO suspended prosecution of PMC’s
applications, such is directly attributable to the manner in which PMC prosecuted its applications
in the first place. Notably, PMC’s applications had already been pending for nearly ten years by
the time PTO began suspending PMC’s applications pending reexamination. (FF 46-48, 62, 63).

[CL 26] The Federal Circuit also noted that the PTO did take action to advance
prosecution of Mr. Hyatt’s applications. The “PTO’s instructions to, for example, provide written
description support and priority date support, its instructions to demarcate the applications, its
creation of a new art unit, and its issuance of atypical Requirements demonstrate that the PTO did
not stand back and do nothing[.]” Hyatt, 998 F.3d at 1366. Notwithstanding this, the Federal
Circuit held that these circumstances constitute an unreasonable delay on the applicant’s part. In
PMC’s case, the PTO imposed similar Administrative Requirements and repeatedly reminded
PMC of its ongoing duties under the governing regulations and laws. (FF 37, 52). A similar,
lengthy delay nonetheless ensued.

[CL 27] PMC’s after-the-fact development of a plan to demarcate its inventions also
does not excuse its absence of a plan at the time of its voluminous filings. If PMC had any
understanding of the scope of its inventions prior to June 8, 1995, it could have filed its applications
with bona fide claim sets directed to its “separate and distinct” inventions. It did not,
however—choosing instead to pursue a shoot first, aim later strategy of filing “some 300-odd
applications” with placeholder claims. (FF 27-29, 31, 32). Only in the intervening three years—

after pushback from the PTO—did PMC engage in any demarcation. (FF 35-40).
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[CL 28] The consolidation agreement itself also contributed to delays. PMC focuses on
its prioritization of “A” applications, but ignores the effect of subordinating the “B” applications.
By holding “B” applications in abeyance, the consolidation agreement guaranteed PMC the
opportunity to prosecute rejected claims far into the future. In the case of the 091 patent, the
agreement permitted PMC in 2011 to present to the PTO a claim initially presented in 2003, and
to have it issued (with minor amendments) in 2012. (FF 60-67). In effect, the consolidation
agreement permitted PMC to realize its initial strategy of serialized prosecution, notwithstanding
the GATT amendments and the URAA.

[CL 29] The events that transpired during PMC’s prosecution of its applications cannot
be viewed separately in a vacuum, but must be viewed in their totality. PMC’s stated plan in the
early 1990s was to prosecute applications serially and obtain patent protection far in excess of the
statutory term. (FF 13-23). Critical to this plan was the pre-GATT patent term, which began at the
date of issuance. If PMC cared only about obtaining patent protection on all of its inventions
independently (as it contended at trial), it could have filed its applications after the GATT deadline
(after proper diligence) with minimal difference. Conversely, pre-GATT patents provide no
advantage over post-GATT patents unless the issue dates are correspondingly later. Delay is
inherent to PMC’s scheme. The actual effect was the intended effect.

[CL 30] PMC sought 30 to 50 years of patent protection, and it obtained exactly that.
The *091 patent itself issued 17 years after the filing date. Its claims will expire 34 years after the
application was filed, 42 years after the 1987 specification, and 48 years after the 1981 parent
application. Delays of this magnitude do not occur by accident and do not occur when an applicant

reasonably pursues prosecution.
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[CL 31] The number of applications and order of prosecution are not the only factors
that caused delay. The size of the specification, the deluge of references disclosed (including many
irrelevant or unexplained references), and PMC’s shifting positions all contributed. (FF 30, 31,
33-38, 40-45, 50-55, 59-61, 67). Like in Hyatt, PMC’s prosecution conduct made it virtually
impossible for the PTO to conduct double patenting, priority, or written description analyses.
(FF 35, 37, 38, 43, 44, 50, 52); see Hyatt, 998 F.3d at 1368. Notably, the PTO’s operations were
not digitized until 2003, “so before that point examiners needed to wade through large stacks of
paper” to make these assessments. Id. “All of the above patterns of prosecution conduct created a
perfect storm that overwhelmed the PTO.” Id.

[CL 32] Having considered the totality of the circumstances, the Court is persuaded that
Apple has presented clear and convincing evidence of an unreasonable and unexplained delay,
similar in length to delays previously held to constitute laches. As discussed above (CL 18), PMC’s
actions at the PTO caused delays of similar length to that in Hyatt and other cases such as
Woodbridge, Webster, and Bogese.

[CL 33] The fact that PMC’s initial prosecution strategy was lawful under pre-GATT
rules, or that PMC conducted itself within the technical strictures of patent law and PTO
regulations, is of no matter. “[T]he doctrine of prosecution laches places an additional, equitable
restriction on patent prosecution conduct beyond those imposed by statute or PTO regulation.”
Hyatt, 998 F.3d at 1366.

[CL 34] PMCalso argues it did not abuse the patent system by keeping its patents hidden
because the full specification of the Harvey 3 patent published in 1989 as part of an international
(PCT) application. (See Dkt. No. 640 at 15, 15, 59). This is of no consequence because it is the

claims, not the specification, that define the patentee’s rights. See Phillips v. AWH Corp., 415 F.3d
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1303, 1312 (Fed. Cir. 2005) (en banc). Additionally, PMC’s specification was so long and complex
that it supported (at one point) as many as 6,000 to 20,000 potentials claims. (FF 31). It was
prosecuted across at least 56 inventive-subject-matter categories for each of two priority dates.
(FF 39). Experienced patent examiners struggled to deduce exactly what PMC was claiming.
(FF 40, 42, 44, 50, 55). The fact that the specification was published in 1989 does not excuse the
manner in which PMC prosecuted its claims until 2012 and beyond.

[CL 35] On this record, the only rational explanation for PMC’s approach to prosecution
is a deliberate strategy of delay. PMC has not furnished any other reasonable explanation for its
strategy other than to obtain a portfolio of patent coverage greatly in excess of the statutory term.
At such a size and scope, and through the means detailed above, PMC’s actions were a CONSCiouS
and egregious misuse of the statutory patent system. PMC’s strategy, beginning at least in 1995,
harmed the public interest to the detriment of science and the useful arts. See Festo Corp. v.
Shoketsu Kinzoku Kogyo Kabushiki Co., Ltd., 535 U.S. 722, 730-31 (2002) (“The patent laws
‘promote the Progress of Science and useful Arts’ by rewarding innovation with a temporary
monopoly. U.S. Const., Art. |, § 8, cl. 8. The monopoly is a property right; and like any property
right, its boundaries should be clear. . . . A patent holder should know what he owns, and the public
should know what he does not.”).

C. PMC’s Delay Prejudiced Apple

[CL 36] “[P]rosecution laches’ requirement of an unreasonable and unexplained delay
includes a finding of prejudice, as does any laches defense.” Cancer Research, 625 F.3d at 729.
“[T]o establish prejudice an accused infringer must show evidence of intervening rights, i.e., that
either the accused infringer or others invested in, worked on, or used the claimed technology during

the period of delay.” Id.
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[CL 37] The record presented evinces clear evidence that Apple developed intervening
rights, and therefore was prejudiced, during the period of delay.

[CL38] PMC delayed presentation of an instruct-to-enable-signal-based decryption
method to the PTO until at least 2003. (FF 61). Had PMC prosecuted its applications diligently—
rather than filing hundreds of placeholder applications—it could have claimed this invention much
earlier. In so delaying, PMC prejudiced Apple, which had already begun investing in FairPlay’s
development and continued to do so. By 2005—nearly ten years after PMC filed its applications,
but nearly seven years before the *091 patent issued—FairPlay had matured into the version
accused of infringement. (FF 72).

[CL 39] This prejudice is underscored by the fact that a duly empaneled jury found that
Apple’s FairPlay technology infringed at least one of claims 13, 14, 15, and 16 of the 091 patent.
(FF 5, 73). In other words, the jury found that use of Apple’s FairPlay technology practices each
step of one of PMC’s method claims. 35 U.S.C. § 271(b); Global-Tech Appliances, Inc. v. SEB
S.A., 563 U.S. 754, 760-61 (2011).

[CL 40] Apple began developing FairPlay in 2003. From that time until the time of trial,
Apple continued to develop FairPlay, expanding its implementation into various services including
iTunes and the App Store. (FF 71. 72).

[CL 41] Meanwhile, as Apple was developing FairPlay, PMC was prosecuting the
claims it would later assert. The claims at issue in this case, including independent claim 13, were
presented to the PTO in 2003 a application claim 22 of the ’145 “A” application. (FF 61).
Prosecution of this application claim continued, first as a part of the 145 “A” application and later

as application claim 45 of the 507 “B” application. The “B” application issued as the 091 patent
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in May of 2012, and application claim 45 issued (with minor narrowing amendments) as
independent claim 13. (FF 65-67).

[CL 42] Apple’s FairPlay technology relies on encryption and decryption. (FF 68-70).
Claim 13’s predecessor was not amended to claim encryption and decryption for the first time until
February of 2003—nearly eight years after PMC filed its 328 applications—well into the period
of delay. (FF 61).

[CL 43] Apple continued to develop FairPlay over the intervening years—before,
during, and after the suspension of prosecution. In 2011, after prosecution reopened, PMC added
the 2003 version of asserted claim 13 to the *507 application as application claim 45. With minor
amendments, it issued in May of 2012. (FF 65-67).

[CL 44] At the same time as PMC was prosecuting these claims, it was in licensing
negotiations with Apple. PMC first approached Apple in 2008. (FF 74). Then, in 2011—around
the time the *091 patent was being prosecuted to issuance, PMC was sending claim charts to Apple
on its other patents. (FF 74). PMC subsequently amended the claims it would later assert. (FF 65).
The 091 patent was never identified to Apple until PMC filed its complaint in 2015. (FF 74).

[CL 45] All of these events must be viewed in the context of PMC’s original plans: to
prosecute its patents serially over time and keep them hidden until infringement was engrained
and widespread. (FF 13-23).

[CL 46] PMC filed lengthy and complex disclosures with the PTO in 1981 and 1987.
(FF 9-10). In the early 1990s, it prosecuted its applications serially, hoping to extend the temporal
scope of its protection for 30 to 50 years. (FF 13-16). It developed a plan to conceal its inventions
until infringement was widespread. (FF 17-23). It also identified numerous potential targets for

licensing, including specifically Apple. (FF 20). Driven by a change in the law, PMC then engaged
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in a prosecution strategy that significantly delayed the issuance of its patents. (FF 25-48). In 2012,
PMC was issued patent claims that it first sought in 2003 as part of a 1995 application based on a
1987 disclosure that itself was a continuation-in-part of a 1981 parent application. (FF 67). Finally,
in 2015, PMC sued Apple over technology that Apple had developed in the interim, obtaining a
verdict of infringement. (FF 1, 5). PMC essentially asks the Court to view these events as
coincidences. They were not.

[CL 47] Apple has presented clear and convincing evidence that it worked on, invested
in, and used the claimed technology during the period of delay. Accordingly, the Court is
persuaded that Apple developed intervening rights, and was therefore prejudiced by PMC’s
dilatory prosecution.

I11.  CONCLUSION

This Court takes very seriously the prospect of disturbing the unanimous verdict of a duly
empaneled jury. See U.S. ConsT. AMEND. VII (“[N]o fact tried by a jury, shall be otherwise
re-examined in any Court of the United States, than according to the rules of the common law.”).
At the same time, the Court cannot disregard the clear, timely, highly relevant, and—above all—
binding authority from the Federal Circuit. Hyatt is a proverbial “white horse” case,” which makes
clear that the course of conduct undertaken by PMC constitutes an unreasonable delay and an
abuse of the statutory patent system. On these compelling facts, the Court sitting in equity has a
duty to apply the equitable doctrine of prosecution laches even if it overturns a jury’s unanimous
verdict. As Apple has presented clear and convincing evidence of prosecution laches, the Court
finds and decrees that the 091 patent is UNENFORCEABLE.

Judgment will be entered accordingly.

7 See Hilland v. Arnold, 856 S.W.2d 240, 242 n.1 (Tex. App.—Texarkana 1993, no writ).
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So ORDERED and SIGNED this Sth day of August, 2021.

/kézl»% . /’ﬁfl;)j(aw\‘a

RODNEY GILS{RAP
UNITED STATES DISTRICT JUDGE
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3,978,449 A 8/1976 Sanders et al. 4,112,464 A 9/1978 Gulfet al.
3,982,062 A 9/1976 Simons 4,114,841 A 9/1978 Muhlfelder et al.
3,982,064 A 9/1976 Barnaby ........ 4,115,662 A 9/1978 Gulnet et al.
3,982,065 A 9/1976 Barnaby et al. 4,115,807 A 9/1978 Pires
3,984,637 A 10/1976 Caudilletal. . 4,118,669 A 10/1978 Fung
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3,990,012 A 11/1976 Kames 4,126,762 A 11/1978 Martin et al.
3,993,955 A 11/1976 Belcher et al. 4,130,833 A 12/1978 Choenet
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4,019,201 A 4/1977 Hartung et al. 4,156,253 A 5/1979 Steudel
4,020,419 A 4/1977 Caspari et al. 4,i56,931 A 5/1979 Adeiman et al.
4,024,574 A 5/1977 Nieson 4,160,120 A 7/1979 Barnes et al.
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4,195,288 A 3/1980 Morton 4,302,628 A 11/1981  Akrich et al.
4,196,310 A 4/1980 Forman et al. 4,302,771 A 11/1981 Gargini
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4,200,770 A 4/1980 Hellman et al. 4,305,131 A 121981 Best
4,200,913 A 4/1980 Kuhar et al. 4,306,250 A 12/1981 Summers et al.
4,201,887 A 5/1980 Burns 4,306,289 A 12/1981 Lumley
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4,207,524 A 6/1980 Purchase 4,308,558 A 12/198] Hernandezetal. .......... 358/142
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4214273 A 7/1980 Brown 4,312,016 A 1/1982 Glaab et al.
4,215,366 A 7/1980 Davidson 4,313,132 A 1/1982 Doles et al.
4,215369 A 7/1980 lijima 4314367 A 2/1982 Bakka et al.
4,215370 A 7/1980 Kirk, Jr. 4315282 A 2/1982 Schumacher ............... 358/107
4,216,497 A 8/1980 Ishman et al. 4,316,055 A 2/1982 Feistel
4,217,609 A 8/1980 Hatori et al. 4316217 A 2/1982 Rifken
4,218,697 A 8/1980 Leventer 4,316,245 A 2/1982 Luuetal.
4,218,698 A * 8/1980 Bartetal. . 358/22 4,317,215 A * 21982 Tabataetal. .....c.orooo..... 348/6
422,068 A 9/1980 Thompson 4,318,047 A 3/1982 Dawson
4,222,068 A 9/1980 Thompson ................. 358/122 4318,125 A 3/1982 Shutterly
4,222,073 A 9/1980 Hirashima 4318126 A 3/1982 Sassler
4,224,678 A 9/1980 Lynch et al. 4,318,127 A 3/1982 Fukuda etal.
4,225,884 A * 9/1980 Blocketal ..o 34873 4,318,128 A 3/1982 Sauvanet
4,225,918 A 6/1980 Beadle et al. 4319079 A 3/1982 Best
4,225,967 A 9/1980 Miwa et al. 4319353 A 3/1982 Alvarez, Il et al.
4,228,543 A 10/1980 Jackson . . 455/181 4,322,745 A 3/1982 Saekietal.
4,230,990 A * 10/1980 . 348/4 4323921 A 4/1982 Guillou
4,231,031 A 10/1980 . 340/695 4323922 A 4/1982 den Toonder et al.
4,232,193 A 11/1980 4,325,078 A 4/1982 Seatom et al.
4,233,628 A 11/1980 . 358/147 4,329,675 A 5/1982 Van Hulle
4,236,217 A 11/1980 4329684 A 5/1982 Monteath et al.
4237484 A 12/1980 4,329,711 A 5/1982 Cheung
4237486 A 121980 4,330,794 A 5/1982 Sherwood
4,238,853 A 12/1980 4331,973 A 5/1982 Eskinetal ... . 358/84
4,238,854 A 12/1980 4331974 A * 5/1982 Cogswell etal. .. 455/4
4,243,984 A 1/1981 . 340/703 4,332,980 A 6/1982 Reynolds et al.
4,245245 A *  1/1981 348/7 4,333,107 A 6/1982 McGuire et al.
4,245246 A 1/1981 4,333,109 A 6/1982 Ciciora ... 358/147
4,245252 A 1/1981 358/213 4,333,152 A 6/1982 Best .. 364/521
4,246,611 A 1/1981 4,334,242 A 6/1982 Mangold
4,247,106 A 1/1981 4,335,402 A 6/1982 Holmes ..........ccooneoecre 358/147
4,247,947 A 1/1981 4335426 A 6/1982 Maxwell et al.
4249211 A 2/1981 . 358/183 4,336,553 A 6/1982 den Toonder et al.
4,250,489 A 2/1981 4,336,559 A 6/1982 Koyama et al.
4,250,521 A * 21981 348/617 4,337,480 A 6/1982 Bourassin et al.
4,250,524 A 2/1981 4337483 A 6/1982 Guillou .... ... 358/114
4,251,691 A * 2/1981 Kakiharaetal. .............. 348/14 4337485 A 6/1982 Chambers . 358/147
4,253,114 A 2/1981 Tangetal. 4,338,628 A 7/1982 Payne etal.
4,253,157 A 2/1981 Kirschner et al. 4,339,798 A 7/1982 Hedges et al.
4,258,386 A 3/1981 Cheung 4,340,903 A 7/1982 Tamura
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4,284,976 A 8/1981 Gable et al. 4,355415 A 10/1982 George et al.
4,286,281 A 8/1981 Suzuki 4,357,548 A 11/1982 Preslar
4,287,592 A 9/1981 Paulish et al. 4,358,672 A 11/1982 Hyatt et al.
4,288,809 A 9/1981 Yabe 4,358,790 A 11/1982 Summers etal.
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4,365,249 A 12/1982 Tabata 4,427,968 A 1/1984 York
4,365,267 A 12/1982 Tsuda 4429385 A 1/1984 Cichelli et al.
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4,367,548 A 171983 Cotten, Jr. et al. 4,430,731 A * 2/1984 Gimple et al. .. 370/30
4,367,557 A 1/1983 Stern et al. 4,433,207 A 2/1984 Best
4,368,483 A * 1/1983 Liu .coveveveeviinn. 348/617 4,433,211 A 2/1984 McCalmont et al.
4,368,486 A 171983 Degoulet et al. 4434323 A 2/1984 Levine et al.
4369333 A 1/1983 Gemperle et al. 4,434,436 A 21984 Kleykamp et al.
4,369,462 A 1/1983 Tornizawa et al. 4434438 A 2/1984 Rzeszewski
4,369,464 A 1/1983 Temime 4434464 A 2/1984 Suzuki et al.
4,374,395 A 2/1983 Herrmannetal. ............. 358/22 4,439,761 A * 3/1984 Flemingetal. .......... 348/468
4,374,437 A 2/1983 Citta et al. 4,439,784 A 3/1984 Furukawa et al.
RE31,182 E 3/1983 Crager et al. 4,439,785 A 3/1984 Leonard
4,375,579 A 3/1983 Davida et al. 4,446,519 A 5/1984 Thomas
4,375,650 A 3/1983 Tiemann 4,449,145 A 5/1984 Ciciora .........cceuueee... 358/147
4,375,651 A 3/1983 Templin et al. 4,446,246 A 5/1984 Seiler et al.
4378470 A 3/1983 Murto et al. 4,449,247 A 5/1984 Waschka, Jr. .....ccocvnnnen. 455/9
4,379,205 A 4/1983 Wyner 4,449,249 A 5/1984 Price
4,380,027 A * 4/1983 Leventeretal. ... . 4,450,442 A 5/1984 Tanaka
4,381,522 A * 4/1983 Lambe 4,450,477 A * 5/1984 Lovett ..o, 34877
3 4,381,562 A 4/1983 4,450,481 A 5/1984 Dickinson
4,382,256 A 5/1983 4,450,531 A 5/1984 Kenyon et al.
4,383,257 A 5/1983 s 340/825.47 4,451,700 A 5/1984 Kempner et al.
4,383,273 A 5/1983 4451701 A 5/1984 Bendig .. L1792 TV
4,385,324 A 5/1983 4,454,538 A 6/1984 Toriumi
4,385,384 A 5/1983 Rosburyet al. 4,454,543 A 6/1984 Lund et al.
4,386,416 A 5/1983 Giltner et al. 4,454,594 A 6/1984 Heffron et al.
4,386,436 A 5/1983 Kocheret al. 4455570 A * 6/1984 Saekietal. ... 358/86
4,388,639 A 6/1983 Coxetal .ovvcrrennnnnn. 358/27 4,456,925 A 6/1984 Skerlos et al.
4,388,643 A 6/1983 Aminetzah 4,458,109 A 7/1984 Mueller-Schloer
4,388,644 A 6/1983 Ishman et al. 4458,268 A 7/1984 Ciciora
4,388,645. A * 6/1983 Coxetal. ....coorvrennnan... 358/86 4458315 A 7/1984 Uchenick
4,388,664 A 6/1983 Kuno etal. 4,460,922 A 7/1984 Ensinger et al.
4,389,671 A 6/1983 Posneretal. 4,461,002 A 7/1984 Nanko
4,390,898 A 6/1983 Bond et al. 4,461,032 A 7/1984 Skerlos
4,390,901 A 6/1983 Keiser 4,462,076 A 7/1984 Smith, ITI
4,390,904 A 6/1983 Johnstonetal ... 338/33% 4462078 A 7/1984 Ross
4,392,135 A 7/1983 Ohyagi 4,464,679 A *  8/1984 Wargo .....c.....cccnenn. 48/510
4,393,277 A 7/1983 Besen et al. 4,467,139 A 8/1984 Mollier
4,393,376 A 7/1983 Thomas . . 446735 A 8/1984 McCoy
4393404 A 7/1983 Cox et al. 4,468,701 A 8/1984 Burcher et al.
4,394,687 A 7/1983 Huttetal. .. . 4471,163 A 9/1984 Donald et al.
4,394,691 A 7/1983 Amano et al. 4,471,164 A 9/1984 Henry
4,394,762 A 7/1983 Nabeshima 4471352 A 9/1984 Soulliard et al.
4,395,757 A 7/1983 Bienvenu et al. 4472801 A 9/1984 Huang
4,396,915 A 8/1983 Farnsworth et al. 4,473,068 A 9/1984 Oh .cooeveriere 12892 D
4,396,946 A 8/1983 Bond 4473824 A 9/1984 Claytor
4,396,947 A 8/1983 Cheung 4475123 A 10/1984 Dumbauld et al.
4,398,216 A 8/1983 Field et al. 4475153 A 10/1984 Kihara et al.
4,400,587 A 8/1983 Taylor et al. 4,475,189 A 10/1984 Herret al.
4,400,717 A 8/1983 Southworth et al. . .. 358/13 4,476,535 A 10/1984 Loshing et al.
4,402,000 A * 81983 Rathjens ............. .. 348/169 4,476,573 A 10/1984 Duckeck
RE31,375 E 9/1983 Sellers et al. 4,477,830 A 10/1984 Lindman et al.
4,404,589 A 9/1983 Wright, JI. .cocovrvirvnvicnnn., 358/86 RE31,735 E * 11/1984 Davidson ... .. 358/124
4,405,942 A 9/1983 Block et al. 4,484,025 A * 11/1984 Ostermann et .. 3807279
4,405,946 A 9/1983 Knight 4,484,027 A 1171984 Leeet al.
4408345 A 10/1983 Yashiro et al. 4,484,217 A 1171984 Block et al.
4410911 A 10/1983 Field et al. 4484218 A 11/1984 Boland et al.
4410917 A 10/1983 Newdoll et al. 4,484,328 A 11/1984 Schlafly
4,411,017 A 10/1983 Talbot 4,486,773 A 12/1984 Okubo
4,412,244 A 10/1983 Shanley, I 4,486,853 A 12/1984 Parsons
4,413,281 A 1171983 Thonnart .......cccoeoveen.. 3587147 4488,179 A 12/1984 Krugeret al.
4,413,339 A 11/1983 Riggleetal. 4,488,289 A 12/1984 Turner
4,414,516 A 1171983 Howard 4489220 A 12/1984 Oliver
4,414,621 A 11/1983 Bown et al. 4,489,316 A 12/1984 MacQuivey
4,415,771 A * 11/1983 Martinez .....cocovvvvvennne 455/105 4,491,945 A 1/1985 Tumner
4,418,425 A 11/1983 Fennel et al. 4,491,983 A 1/1985 Pinnowetal. ...... .. 455/612
4419699 A 12/1983 Christopher et al. 4,492,820 A * 1/1985 Kennardetal. ...... 179/5 P
4,420,769 A 12/1983 Novak ....cccovcicnrnnn.. 358/139 4,494,142 A 1/1985 Mistry
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4,495,623 A 1/1985 George et al. 4,593,353 A 6/1986 Pickholtz
4,495,654 A 1/1985 Deiss 4,593,376 A 6/1986 Volk
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4,503,538 A 3/1985 Fritz 4,598,288 A 7/1986 Yarbrough et al.
4,504,831 A 3/1985 Jahr etal. 4,598,318 A 7/1986 Robbins
4,506,387 A * 3/1985 Walter .........ccooomurrrnnn... 455/6.1 4,599,611 A 7/1986 Bowker et al.
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4,509,073 A 4/1985 Baran et al. 4,599,647 A *  7/1986 George et al. . 380/242
4,510,623 A 4/1985 Bonneau et al. 4,600,918 A 7/1986 Belisomi et al.
4,512,011 A 4/1985 Turner 4,600,921 A 7/1986 Thomas
4,513,174 A 4/1985 Herman 4,600,942 A 7/1986 Field et al.
4,513,324 A 4/1985 Poetsch et al. 4,602,279 A 7/1986 Freeman
4,514,761 A 4/1985 Merrell et al. 4,603,232 A 7/1986 Kurland et al.
4,518,980 A * 5/1985 Yabikietal ... 348/12 4,605,964 A 8/1986 Chard
4,520,392 A 5/1985 Coxetal. 4,605,973 A 8/1986 Von Kohorn
4,520,404 A 5/1985 Von Kohorn 4,608,456 A 8/1986 Paik et al.
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