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INCORPORATION BY REFERENCE IMPACTS CLAIM CONSTRUCTION
By Gregory P. Brummett

Finjan LLC yv. ESET, LLC, ESET SPOL. S.R.0, Appeal No. 2021-2093
(Fed. Cir., November 1, 2022, Prost, Reyna, and Taranto, precedential)

» Incorporation by reference does not convert the invention of the incorporated patent into the
invention of the incorporating patent and the incorporated patent should instead be considered
in the context provided by the disclosure of the incorporating patent to determine what effect,
if any, the incorporated patent should have on the construction of the incorporating patent’s

claims.
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Finjan sued ESET for infringement of five patents directed to systems and methods for detecting
computer viruses in a “downloadable” through a security profile. Each of the asserted patents was part
of the same patent family, and each of the asserted patents claimed priority to the same provisional
application. The term “downloadable” appeared in the claims of all the asserted patents but was defined
in several different ways in the various patents in the family.

For example, although the original provisional application defined “downloadable” as ‘“an
executable application program which is automatically downloaded from a source computer and run on
the destination computer,” two of the non-asserted patents in the family defined “downloadable” as
“applets” and as “a small executable or interpretable application program which is downloaded from a
source computer and run on a destination computer.” Conversely, two of the asserted patents defined
“downloadable” more broadly as “an executable application program, which is downloaded from a
source computer and run on the destination computer,” while also incorporating by reference non-
asserted patents. The other three asserted patents did not provide an explicit definition of
“downloadable,” but instead incorporated by reference one of the asserted patents and one of the non-
asserted patents that defined “downloadable.”

The district court construed the term “downloadable” as used in the asserted patents to mean “a
small executable or interpretable application program which is downloaded from a source computer and
run on a destination computer,” basing this construction on the incorporation by reference of one of the
non-asserted patents, reasoning that although the patent family contained ‘“somewhat differing
definitions,” holding that these varying definitions “can be reconciled.” In particular, the district court
found that, based on the definitions and examples included in the various patents in the family tree, the
term “downloadable” in the asserted patents should be construed to include the word “small” as defined
in one of the non-asserted patents. In light of this construction ESET moved for summary judgment of
invalidity due to indefiniteness based on the word “small” as used in the court’s construction of the term
“downloadable.” The district court granted the motion and Finjan appealed.

Patent claims are read in light of the specification, which includes any documents propertly
incorporated by reference because those documents are “effectively part of the host patents as if they
were explicitly contained therein.” However, the Federal Circuit explained that “incorporation by
reference does NOT automatically convert the invention of the incorporated patent [or application] into
the invention of the host patent” but rather it is the disclosure of the incorporating patent that provides
context to determine what impact, if any, the incorporated patent(s) will have on the construction of the
patent claims. Applying these principles, the Federal Circuit found that the district court erred in treating
the differing definitions throughout the patent family as competing and limiting the construction of
“downloadable” to the most restrictive definition of the term found in the patent family.

The Federal Circuit concluded that “downloadable,” as used in the asserted patents, meant “an
executable or interpretable application program, which is downloaded from a source computer and run
on the destination computer.” Because the Federal Circuit modified the claim construction on which the
summary judgment motion was granted, the Federal Circuit vacated the summary judgment and
remanded the case to the district court for further proceedings consistent with the revised claim
construction.



EXPERT OPINION CONSISTENCY WITH CLAIM CONSTRUCTION
By Josh Hauptman

Treehouse Avatar LLC v. Valve Corp., Appeal No. 2022-1171
(Fed. Cir., November 30, 2022, Lourie, Reyna, and Stoll)

» Experts/witnesses should be properly briefed for trial, and evidence presented in expert
reports should be consistent with claim constructions.
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Treehouse owns US Patent 8,180,858 (“the ‘858 Patent”) directed to a method of collecting data
from an information network in response to the choices of a plurality of users navigating character-
enabled network sites on the network.

Valve Corporation (“Valve”) owns two accused video games. To play either game, a user
downloads the software having data to customize their character. In affirming the motions, the Federal
Circuit considered the meaning of “character-enabled network sites” in the claims of the ‘858 Patent. At
trial, the parties agreed upon the interpretation of the phrase taken by the Patent Trial and Appeals Board
(“PTAB”) during an IPR. The district court therefore adopted the agreed interpretation. Treehouse’s
expert, however, submitted a report that applied the plain and ordinary meaning for the phrase, and not
the agreed-upon construction. Thus, the expert did not apply the meaning adopted by the district court.
The expert then submitted a supplement intended to “clarify” his initial report.

Valve filed a motion to suppress the expert’s evidence, arguing the expert’s report was
“overbroad and inapplicable” based on an improper claim construction. While Valve’s motion was
pending, Valve filed a motion for summary judgment, asserting that for the accused video games to meet
the phrase at issue, the user device cannot be the character-enabled (“CE”) network that presents a
character, object, or scene to the user, relying on the testimony of its own expert to show that Valve’s
servers are not “CE network sites.” Valve’s expert testified that the program’s large file size is evidence
that the downloaded software of Valve’s games resides on the user’s computer, not Valve’s servers, and
includes the character data displayed on the user interface. The district court granted both Valve motions,
striking portions of Treehouse's expert report that Valve challenged and finding noninfringement because
Treehouse failed to offer admissible evidence showing that Valve’s software operated as a CE network
or site.

On appeal, the Federal Circuit first considered whether the district court abused its discretion by
striking the expert’s report, positing that any such abuse would have to be manifestly erroneous. Noting
that Valve’s expert report failed to include the proper construction of the CE limitation in his report, the
reviewing court affirmed grant of the motion to suppress. The reviewing court rejected Treehouse’s
argument that an expert report that does not recite an agreed claim construction nonetheless remains
admissible so long as the opinions expressed in the report are not inconsistent with that construction.
The Federal Circuit explained that the expert’s report undisputedly applied the “plain and ordinary
meaning” of the CE limitation, not the construction adopted by the district court, and that any expert
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opinion based on an improper claim construction is automatically suspect. Because Treehouse failed to
demonstrate that the district court grant of the motion to suppress was manifestly erroneous, the Federal
Circuit held that the district court had not abused its discretion.

The Federal Circuit next considered whether the motion for summary judgment was properly
granted. The reviewing court explained that, to defeat the motion, Treehouse had to establish a genuine
issue of material fact that Valve’s servers qualify as “CE network sites,” and that Valve’s game servers
perform every step of the asserted method claims, particularly the CE elements. Because the district
court properly struck Valve’s expert report as inadmissible, the reviewing court found that Treehouse
did not provide evidence to show that the accused software satisfies the claimed CE elements. The
Federal Circuit also found, on the other hand, that Valve had provided significant evidence that Valve’s
servers do not satisfy the claimed CE elements. The Federal Circuit thus affirmed the district court
finding that Valve was entitled to summary judgment of no infringement.

“IRREVOCABLE” RIGHTS AND STANDING

By Michael P. McComas

Uniloc 2017 LLC v. Google LLC, Appeal No. 2021-1498
(Fed. Cir., November 4, 2022, Lourie, Dyk, and Hughes)
» An “irrevocable” license covering patent rights is capable of being terminated by mutual
agreement among the licensing parties.
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» A “bare unexercised license” covering patent rights does not fall within the category of rights

“which by their nature survive and continue after any expiration or termination” of an
agreement that includes the license.
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In response to multiple patent infringement suits brought by Uniloc 2017 LLC (“Uniloc™),
Google LLC (“Google”) moved to dismiss the actions, asserting that Uniloc lacked standing based on
Uniloc’s predecessors having granted a license to a creditor, Fortress Credit Co. LLC (“Fortress™). The
United States District Court for the Northern District of California (“district court”) agreed with Google,
finding that Uniloc’s predecessors had granted a license and unfettered right to sublicense the patents at
issue to Fortress, and that a subsequent termination agreement had not eliminated that license. The
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district court based its holding with respect to the termination agreement on the parties’ license agreement
including language directed to an “irrevocable” license.

Uniloc appealed to the Federal Circuit, and Google’s response included an additional argument
that the license agreement contained a provision allowing for rights “which by their nature survive and
continue after any expiration or termination of this Agreement,” and that Fortress’s license was among
such rights.

The reviewing court disagreed with the district court’s opinion that the “irrevocable” language
superseded the termination agreement, citing multiple cases in which such licenses had been terminated
by mutual agreement, and distinguishing the cited cases from those in which a grantor of a license had
attempted to unilaterally terminate an “irrevocable” license. The reviewing court also disagreed with
Google’s additional argument, indicating that “rights or contract provisions that by their nature survive
termination include those related to what remedies are available in case of breach occurring during the
term of the contract or dispute resolution mechanisms concerning such breach.” The reviewing court
acknowledged that such rights “might also take account of instances of past usage of a license or reliance
interests as to future uses,” but described the present case as being limited to a “bare unexercised license”
that should not reasonably be included. The reviewing court also referred to a narrow exception in the
license agreement under which sublicenses granted prior to a termination agreement would survive such
an agreement, indicating that “[t]his narrow exception for the survival of sublicenses granted prior to
termination suggests that not all license rights would survive termination.” The Federal Circuit thus
reversed the district court holding of lack of standing and remanded the case to the district court.

LICENSING, STANDING, AND PRECLUSION

By David Cain

Uniloc USA, Inc. v. Motorola Mobility LLC, Appeal No. 2021-1555
(Fed. Cir. November 4, 2022, Lourie, Dyk, and Hughes, precedential)

» Collateral estoppel does not depend on the merits of the underlying case.
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» When settling appealed cases, be aware that the district court final judgment can have
preclusive effect, and consider asking that the district court result be vacated.
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Predecessors to Uniloc 17 (Uniloc Luxembourg and Uniloc USA, hereinafter “Uniloc”) entered
into a license agreement with Fortress Credit Co. LLC (“Fortress”) that would give Fortress a non-
exclusive, irrevocable, and sub-licensable license to a collection of patents under certain enumerated
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circumstances, called Events of Default in the agreement. One of the Events of Default, failure to reach
a financial goal by a certain date, was triggered, resulting in grant of the license to Fortress.

Prior to these cases, and after the license was conveyed, Uniloc had sued Apple for infringing a
patent that was subject to the license agreement. The district court held, in that case, that, because
Fortress had the right to sub-license the patent at issue to Apple, Uniloc did not have exclusionary rights,
with respect to Apple, in the patent and therefore lacked standing to sue Apple. Uniloc appealed that
result unsuccessfully, ultimately settling with Apple without requesting vacatur of the district court
decision. Uniloc and Fortress terminated the license agreement in May of 2018, but Uniloc sued
Motorola Mobility LLC (“Motorola”) and Blackboard, Inc. (“Blackboard”) in 2017 on patents subject
to the license while the license was in effect.

The district court in the Motorola case held Uniloc lacked standing for lacking the right to exclude
in the asserted patent. In the Blackboard case, the district court dismissed for lack of subject matter
jurisdiction, apparently finding that the Motorola case precluded Uniloc’s claims. Uniloc appealed both
results to the Court of Appeals for the Federal Circuit.

On appeal, Motorola and Blackboard argued that the Apple result collaterally estopped Uniloc
from claiming infringement of the patents at issue, since Uniloc filed suit while the license to Fortress
was in effect. Uniloc argued that grant of the license did not deprive them of standing, so the result in
Apple was incorrect and collateral estoppel is improper. The Federal Circuit rejected Uniloc’s argument,
explaining that an analysis of collateral estoppel does not consider the merits of the underlying case,
however questionable they might be. The reviewing court pointed out that Uniloc had litigated the merits
of standing in the Apple case, had specifically appealed that issue, and did not request vacatur of the
district court result. Uniloc explained that because settlement talks with Apple were underway they did
not devote their full energy to the litigation. The Federal Circuit rejected Uniloc’s explanation as poor
justification for failing to litigate properly.

The Federal Circuit held that the issue in this case is the same as that in the Apple case, that the
issue was actually litigated by Uniloc to a final judgment in the district court, and that the issue raised
here was essential to that judgment. Thus, collateral estoppel applies and forecloses the patent
infringement claims made by Uniloc.

ADDITIONAL INFORMATION

2318 Mill Road, Suite 1400 Room B565, No. 5 building

Alexandria, VA 22314 USA Huayangnian Meinian International Square
Nanshan District, Shenzhen, China, 518067

Tel: +1 (703) 684-1111

Fax: +1 (703) 518-5499

Chiyoda Kaikan Bldg. 6F H-Business Park D 314, 26
1-6-17 Kudan Minami, Chiyoda-Ku, Beobwon-ro 9-gil, Songpa-gu
Tokyo 102-0074 Japan Seoul, Korea

Tel:  +81 3 6256-8970 Tel: +82 (0)2 6412-0626

Fax: 4813 6717-2845 Fax : +82 (0)2 6412-0627

The articles in this newsletter are for informational purposes only and not for the purpose of providing
legal advice or soliciting legal business. You should contact your attorney to obtain advice about each
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attorney-client relationship between Hauptman Ham, LLP and the user. The opinions expressed at or
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