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UNITED STATES DISTRICT COURT
NORTHERN DISTRICT OF CALIFORNIA

NETFLIX, INC.,
Case No.11-cv-06591-PJH (DMR)
Plaintiff,
V. ORDER RE: DISCOVERY LETTER
ROVI CORPORATION, et al., Re: Dkt. No. 138
Defendants.

Plaintiff/ Counterdefendant Néitf Inc. and Defendant/Counterclaimant Rovi have filed a
joint discovery lettef.[Docket No. 138.] Netflix moves for leave to amend its Invalidity
Contentions to include its second supplerakeBkhibit I-15. Rovi opposes the motion and
concurrently moves to strike EXtii [-15 to Netflix’s original hvalidity Contentions. The court
held a hearing on these disputes on May 28, 26b%.the reasons stated below, the cguahts
Netflix’s motion to amend its Invalidity Contentions.

l. BACKGROUND

Netflix provides an Internet service that péena subscriber to view movies and televisio
shows. Compl. [Docket No. 1] 1 17. Rovaigompany in the digital entertainment technology
field that describes its work as including ‘easch and development of new interactive program
guide products and services.” gwer [Docket No. 16] § 21.

On December 21, 2011, Netflix filed trdgeclaratory judgment action seeking a
determination that Netflix does not infringe anyida&laim of five United States patents owned b

Rovi, and that those pattis are invalid. Compl. § 6. The Reatents listed in the Complaint do

! “Rovi” refers to Defendants Rovi Corpormati, Rovi Technologies Corporation, Rovi Guides
Inc. (f/k/a Gemstar-V Guide International), dddited Video Properties, Inc., as well as counter-
claimants Aptiv Digital, Incand Starsight Telecast, Inc.
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not include United States PatéNo. 7,974,962 (“the '962 Patent”), which is the subject of the
current discovery dispute.

The invention claimed in the '962 Patent is adisch engine for a video recorder” that letg
the user search for shows. The '962 Patent wasd &g the first time in this case on February
17, 2012, when Rovi brought counterclaims for infrimgat of the five pates identified in the
Complaint as well as other patents oaiy Rovi, including the '962 PatengeeAnswer 9§ 69-
151. Rovi did not identify in this filing which dhe claims of the '962 Patent were allegedly
infringed by Netflix, nor what Netflix prodaor functionality infringed the patent.

On March 12, 2012, Netflix filed its Answer t@®’'s counterclaims. [Docket No. 33.] In
this document, for the first time in this case, Netflix raised an affirmative defense based on
invalidity against Rovi's claim thatletflix infringed the '962 Patentd. at 168 (“The '962
patent and each of the claims thereof are invfalidailure to comply with one or more of the
conditions of patentability set forth in TitB5 of the United States Code including, without
limitation, Sections 101, 102, 103, and/ or 112.").

On May 15, 2012, the case was stayed penaimaction filed by Rovi with the United
States International TradCommission (“ITC”). [@cket No. 47.] The parsgointly stipulated to
stay the entire case, even though some aspettte oase—e.g., the infringement and invalidity g
the '962 Patent—were notigsue in the ITC actionld. On July 10, 2014, after the ITC action
was completed, the Hon. Phyllis J. Hamilton Hftae stay in this case. Docket No.?52.

On October 31, 2014, Netflix timely served Rovilwits original Invalidity Contentions.
Exhibit I-15 to those contentioqerports to show how certainatins of the '962 Patent “are

anticipated and rendered obviousNbgtflix.com,” which is Netflix’'s website. The filing date of

2 No fact or expert discovery deadlines haeen set, nor any trial-related dates. The
parties have, however, engaged in significaation work relating to Netflix's motion for
summary judgment and claim construction.tfidemoved for summary judgment on December
15, 2014.SeeDocket No. 104. On December 19, 2014, theigmfiled a joint claim construction
and pretrial hearing statemer@n January 30, 2015, Rovi filed its opening claim construction
brief. Docket Nos. 60, 112, 119. On March 25, 2015, Judge Hamilton held a hearing on the
parties’ competing claim constructionSeeDocket No. 143. The claim construction and
summary judgment proceedings curreraig pending before Judge Hamilton.
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the '962 Patent is January 6, 2005. The originddibit I-15 includes wat appears to be a
screenshot of Netflix's website, illustratiogrtain functionality. The image is undated and no
further description is providedseeDocket No. 138-1 at 3 (Origihénvalidity Contentions Ex. I-
15). The original Exhibit I-15 notes that “Nietfis investigating tle pre-2005 operation of
Netflix.com, including but not limited to, its relent functionality, datef availability, and
additional documentation. The information heiisiprovided for the purpesof timely disclosing
Netflix’s invalidity contentions as to its productnsistent with the Patent Local Rules.
Accordingly, Netflix will supplemenits contentions as appropriated.

Netflix served its first supplemental Ekitil-15 on December 3, 2014, approximately ong
month after it served its originkivalidity Contentions. In addan to the single screenshot that
appeared in the original, the first supplemeBtdtibit I-15 includes fiveadditional screenshots of
the Netflix website dating from 2004. Docked.NL38-1 at 38-147 (FirSupplemental Invalidity
Contentions Ex. I-15). It also inclusl@ citation to a document from 2002.

On January 30, 2015, Netflix served its seceumpplemental Exhibit I1-15. This version
differs from its immediate predecessor in thatflNehas removed the undated screenshot from i
original Exhibit I-15. The fivescreenshots and document citatibat were added during the first
supplement still appear in the second sepynt. Docket No. 138-1 at 148-238 (Second
Supplemental Invalidity Contewins Ex. I-15, redacted publicrggon). The second supplement
also includes citations to Mex’s source code from 2004.
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The table below summarizes the evidenciéndifferent versions of Exhibit I1-15:

Invalidity
Contentions

Includes

Original
Ex. I-15

Date Served:
October 31,
2014

¢ Undated screenshot of Netflix website
& on \|‘I'_,_I‘:;L\f(‘| N

First Supp.
Ex. I-15

Date Served:
December 3,
2014

¢ Undated screenshot of Netflix website
y TR DAY 5

e Five screenshots dated 2004
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e Citation to document dated 2002

Second Supp.
Ex. I-15

Date Served:
January 30,
2015

¢ Removed: Undated screenshot of Netflix website

e Five screenshots dated 2004
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i com, “smcch 30041000 " (0t 7, 2000
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e Citation to document dated 2002
e Citations to source code dated 2004
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. LEGAL STANDARDS

The local rules of the Northern District of Calihia require parties tefine their theories
of patent infringement and invalidigarly on in the course of litigatiorO2 Micro Int’l Ltd. v.
Monolithic Power Sys., Inc467 F.3d 1355, 1359 (Fed. Cir. 2008n contrast to the more
liberal policy for amending pleadings, the philpkg behind amending claim charts is decidedly
conservative, and designedp@vent the shifting sands appoh to claim construction.Positive
Techs., Inc. v. Sony Elecs., Indo. C. 11-2226-SI, 2013 WL 322556 at *2 (N.D. Cal. Jan. 28,
2013) (quotation and citation omitted). Thus thgritit's Patent Local Rules permit parties to
amend their infringement and invalidity contiens “only by order of the Court upon a timely
showing of good cause.SeePatent L.R. 3-6. “By requiring the non-moving party to show goo
cause, Local Rule 3-6 serves tddoee the parties’ rights to ddop new information in discovery
along with the need for certainty in lédleories at the att of the case.'Open DNS, Inc. v.
Select Notifications Media, LL®lo. C-11-5101 EJD (HRL), 2013 W2422623 at *2 (N.D. Cal.
June 3, 2013) (citin@2 Micro, 467 F.3d at 1366).

In determining good cause, the court not onkystders a party’s diligence in searching fo
prior art or in moving to amend wh new information is discovereske O2 Micrp467 F.3d at
1366, but “also considers such fastas the relevance of the npvior art and the difficulty of
locating the prior art.”Fujifilm Corp. v. Motorola Mobility LLCNo. 12-CV-03587-WHO, 2014
WL 491745 at *4 (N.D. Cal. Feb. 5, 2014) (citatiomitted). “The good cause requirement does
not require perfect diligence. ItAough hindsight is often ‘20/20identifying and evaluating prior
art can be difficult, and new information learnedliscovery can lead party to understandably
reevaluate evidence found earlietd. at *4; see also Positive Tech013 WL 322556 at *3
(diligence standard does nogtere defendant to“identifgll relevant prior art references timaay
become relevant to all possible claim constructipngideed, the Patent Local Rules specifically
acknowledge the possibility thatparty may need to supplement invalidity contentions with

information found during discoverySeePatent L.R. 3-6 (“Non-exhaustive examples of

circumstances that may . . . support a findingaxfd cause include: (a) a claim construction orde

by the Court different from that proposed by theyaeeking amendmen(t)) recent discovery of

S
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material, prior art despite earlier diligent searni (c) recent discovery of nonpublic informatior
about the [a]ccused [ilnstrumentality which was distovered, despite diligent efforts, before th
service of the [i]nfringment [c]ontentions.”).

The court may deny a motion for leave to athewalidity contentions if it would cause
“undue prejudice to the non-movingrpa” Patent L.R. 3-6. Wherthe moving party is unable to
show diligence, there is “no needdonsider the question of prejudicege O2 Micrp467 F.3d at
1368, although a court in itsstiretion may elect to do ssge, e.g., Dynetix Design Solutions Inc
v. Synopsys IncNo. Cv-11-5973-PSG, 2012 WL 6019898 at *1 (N.D. Cal. Dec. 3, 2012). The
moving party bears the burden of establishing diligeig®e O2 Micrp467 F.3d at 1366.

1. DISCUSSION

Netflix moves for leave to amend its Irinity Contentions to include its second
supplemental Exhibit I-15.

A. Diligence

“[T]he diligence required for a showing gbod cause has two phases: (1) diligence in
discovering the basis for amendment; and (2) diligence in seeking amendment once the bas
amendment has been discover&dPbsitive Technologies, Ine. Sony Electronics, IncNo. C
11-2226 Sl, 2013 WL 322556, at *2 (N.D. Cal. Jan. 28, 2013).

Netflix contends that it acted diligentily discovering the basis for its proposed
amendment. According to Netflix, “the pagsaf nine years and the attendant loss of
knowledgeable employees left Netflix witharn easy way to identify legacy website
functionality.” Thus, Netflix &plains that it was required tovestigate whether the accused
features debuted to the public before Jan28Q5 (the filing datef the '962 Patent) by
interviewing its employees aboaileir knowledge of the pre-2005 weéls Netflix notes that this
investigation began shortlytaf Rovi served its Infringaent Contentions on August 28, 2014,
which was the first time Rovi identified the accdigeatures of the Netflix website that allegedly

infringe the ‘962 patent.

% Rovi appears to take issue with Netfligstions with respect to the first phase only.
6
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Before filing its original Invalidity Contetions on October 31, 2014, Netflix interviewed
five employees, including one of its longestieed employees, two vice presidents, and two
directors, all of whom did ndtave knowledge of the pre-2005 functionality of the accused
features. One of the employees interviewed Wadd Yellin, a vice president who did not have
knowledge of pre-2005 operation of the accusedifeat but who did have unsorted archival
paper files, which included the undd screenshot that Netflix dlssed in its original Exhibit I-
15. This screenshot “led Netflix to believatiprior to 2005 it had in@el publicly debuted the
same feature Rovi accuses dfimgement.” Letter at 2-3.

Thereafter, Netflix continued ifiavestigation. It interviewd Sam Pan, a director of user
interface engineering who haddn working at Netflix since before 2005, who consulted
numerous times with two other employees (Gaman and Joel Sass) who had been employed |
Netflix since before 2005. Pan identified anthauticated the five aditinal screenshots that
Netflix disclosed to Rovi in its firssupplemental Exhibit I-15 on December 3, 2014.

After it served its firssupplemental Invalidity Contentis, Netflix interviewed Sass, who
directed Netflix to interview Josh Evans, whoedited Netflix to Raju Alluri, a senior tools

engineer. Alluri was able to obtaaccess to copies of Netflix’scival source code and identify

the portions of code that implemted the accused features on the Netflix website prior to 2005,

Netflix then disclosed this source code to Riavits second supplemehtaxhibit I-15 on January
30, 2015.

Rovi argues that Netflix did not act diligentgcause the information about Netflix’s pre-
2005 website was already in Netflix’s possessions titue that in some circumstances, a party
may fail to show diligence when it could have digered materials in its own possession sooner
See, e.gSynopsys Inc. v. Mentor Graphics, Indo. 12-cv-6467-MMC (DMR), 2014 WL

1477917 at *4 (denying defendant’s iom to amend invalidity contentions to add a reference tc

defendant’s own software product, where prodhact been known to defendant but defendant did

not attempt to run the software until five montheaéerving its original invalidity contentions).
But in this case Netflix has provided a detagedount of its difficulties in finding evidence that

illustrates how a currently-active website functioned a decade ago.
7
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Rovi also argues that Netflix did not acligiently because “Netflix had over 31 months
prior to serving its original invalidity contentioimswhich to collect [evidence]” of the invalidity
of the 962 Patent, becausewfiled its Answer and Couatclaims on February 17, 2012 and
notified Netflix of its claim that Netflix had infrogped the '962 Patent. Lettat 7. This curious
argument omits the fact that at the partiesitjoequest, the case wasytd from May 2012 until
July 2014, during which time all proceedings wstiagyed, all deadlines were vacated, and the
parties did not (and were not expected to) condisciovery. Docket No. 47 at 2. The stay went
into effect only two months after Netflix had aded its affirmative defense of invalidity of the
'962 Patent in its Answer to Netflix’'s countdaiims. Once the case resumed in July of 2014,
Netflix timely filed its original Invalidity Corgntions and provided supplemental contentions a
little over a month later.

Rovi also argues that when Netflix raigedinvalidity defense in March 2012, it must
have already known that one of its theoriesild be that the Netflix website prior to 2005
anticipated or rendered obvious tB62 Patent. At the hearing, Nlé<'s counselaverred that it
had not developed this theory in March 201lri&stead, Netflix’s assertion of the invalidity
affirmative defense at that time was based diifarent theory—namely, that publicly available
documents (i.e., other patents with priorityedabefore 2005) anticiped or rendered the '962
Patent obvious.

Netflix has credibly explained its difficultias locating the five dditional screenshots,
which were added to the Invalidi§ontentions just over a monthef Netflix served its original
Invalidity Contentions, and the source codenefees, which Netflix added two months later.
The court is not persuaded by Revargument that Netflix failed to act diligently by taking more
than thirty months to identify nb@rial in its own possession. Wheiewed in the context of the
events that took place during thegriod of time, the court findsdh Netflix acted with sufficient
diligence in amending its Invalidity Contentions.

B. Prejudice

Rovi argues that granting Nktfleave to amend its Invalidit¢ontentions would result in

prejudice to Rovi in two ways. I5t, Rovi contends thddetflix’s addition of evidence in its first
8
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and second supplemental Exhibit I-15 amounts tldlifeg complete new the@s of invalidity.”
Letter at 5.

Much of this argument focuses on the undameéenshot that Netflix included in the
original Exhibit I-15. Rovi contends that Nexfs original Exhibit I-15“included no evidence of
the pre-2005 operation of its alleged Netflix.cpror art reference,” simply because the
screenshot in the original Exhibit I1-15 was undatBdt it is clear that N#lix’s invalidity theory
has consistently asserted thatutse-2005 website anticipates onders obvious the claims of the
'962 Patent. This theory is stakin identical terms on the introdacy pages of the original, first
supplemental, and second supplemental Exhidigs Netflix has explained how, at the time it
served its original Exhibit I-15, it believed thedated screenshot to beidence that Netflix had
debuted the accused features on its website {@r2005. Letter at 3. Netflix’s inability to
ascertain the exact date of the screenshot it included in the original Exhibit I-15 does not
undermine the clarity of its theory oivalidity as set forth in thatocument. In any event, Netflix
has removed the undated screenshot from Exhil&itand is no longer offering it as evidence to
support its invalidity theory, presumably becaii$eas added better, more detailed screenshots
whose dates can be ascertained.

Rovi also argues that “the new evidencéhm supplemental contentions show different
functionality than that provided in Netflix’s ofital contentions. For instance, the image in the
original contentions did not shavat characters are matched ttatd@se entries and do not show
any results of the searches;lirding selectable categoriédnstead, they only show that a
keyword search was possible.” Letter a3t the fact that the additional evidencéeiter
evidence (i.e., it shows greater detail the futionalities claimed by the '962 Patent than the
original evidence) does not mean that the invalidity theory itself is different.

In sum, Rovi’s argument that the supplertad Exhibits 1-15 raise new theories of

* The '962 claims “a method for selecting showsdttimcludes a search engine function in which
users can input alphanumeric characters, which arerttatched to databasetries, resulting in
the provision of search results with show ligerfand one or more eetable categories of
shows.” '962 Patent Claims 1, 1(a)-(d)ovRs argument appears to be that the undated
screenshot does not show that a search onixRetearch engine will provide results with
“selectable categories.”

9




© 00 N o g A~ w N PP

N N N NN N N NN P P P P B PP PR
© N o o~ W N P O © O N O o~ W N B O

invalidity is unpersuasive Netflix’s original Exhbit I-15 supports Netflix’s theory ttat certain
clams of the 962 Patentre anticipagd and rendred obviousby Netflix’s pre-2005wvebsite. Tl
first and secod supplematal Exhibits I-15 are baed on the ame theoryof invalidity—the only
significant chages are thaddition ofevidence.

Finally, Rovi clams that the thing of Neflix's secord supplematal Invalidity
Cantentionswhich were srved on Jauary 30, 2Q5 (the saraday that Rvi filed its opening
clam construgion brief), prevented Rvi from addressing Ndtix’s “new [invalidity] theories in
its brief or prgpose new @im terms br constructon.” Letterat 8. However, as exg@ined above,
Netflix’s theory of invalidity has not banged sine it served s original hfringementContentiors;
what has chaged is thalNetflix has @lded betteevidence tosupport thatheory. Rei has not
explained howthe additiom of new evilence on te same thewes affectedts claim castruction
position, nor es it proviced any concete example of what itmight havedone diffeently.
FurthermoreNetflix had ®rved bothts original and first suglemental livalidity Contentions by
December 3, @14, whichpredated thgarties’ jont claim castruction bref, whichwas filed on
December 192014. Acordingly, thecourt findsthat Rovi tas not demastrated thait will suffer
prejudice if Netflix is pemitted to anend its Invaidity Contentions.

IV. CONCLUSION

For thereasons stad above,he court firds that Netflk has demostrated god cause for
amending its hvalidity Contentions tdnclude thesecond suglemental Ehibit I-15, and Rovi ha
not shown thatt will suffer undue praudice if theamendmenis permittel. Netflix's motion is
granted. Because Netflixs second qaplementaExhibit I1-15 removes th portions @ the
Invalidity Cortentions thaRovi seekgo strike, Rovi’'s motion to strike tle undated ereenshot
from the orignal Exhibit 15 isdenied as moot.

IT ISSO ORDERED.

Dated: June 22015 %’V‘

Donna M. Ry
United StatedVagistrate ddge
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