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INTRODUCTION

Through an adversary proceeding filed witie Bankruptcy Court, Eastman Kodak
Company (“Kodak”) is attempting tstrip Apple Inc. (“Apple”) ofits rights under federal patent
and state law in ten U.S. pate relating to technology developed by Apple. The patents in
guestion derive from work dor®y Apple in the early 1990s and shared with Kodak as part of
collaborations between the companies in that timedraio facilitate theisale (along with over a
thousand other patents) as parits Bankruptcy proceedingsodak seeks to quickly extinguish
Apple’s interests in the disputedtents, without a fair processdiin a tribunal lacking experience
with patent disputes. While Apple is amenable to a reasonably-expediteeeding to resolve
this dispute, it is entitled to have these isqueperly adjudicated ian appropriate forum—and
indeed it has been trying to have them adjattid in a court of congent jurisdiction, most
recently the United States District Court for teestern District of Ne& York, for nearly two
years, only to have been repeatedly blodketh doing so by Kodak. The Bankruptcy Court is
neither legally permitted nor practically equippedléal with the complex patent law and related
issues implicated by these disputes, and thtisdwawal of Kodak’s adversary proceeding to the
District Court is required.

First, the dispute between Agpland Kodak turns on compléssues of non-bankruptcy
federal law that the Bankruptcy Court does not lheeauthority or necessary expertise to decide.
As Kodak recognizes in its complaint, the digpuivolves complex federal patent law questions
concerning inventorship, clainonstruction and the relative sigmidince of technical features.
Apple agrees, and plans to seek correction ofritorship with respect to these patents at issue
pursuant to section 256 of the fedgratent statute. 35 U.S.C286. Withdrawal of the reference

is mandatory where (as here) a case implicates;eauires the application of, complex issues of
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non-bankruptcy federal law like patent laBee, e.g., In re Singer Co., N.Mg. 01 Civ. 0165
(WHP), 2002 WL 243779 (S.D.N.YFeb. 20, 2002) (withdrawing reference with respect to
dispute over sewing needle patent).

Second, because this litigation began two yearfobe Kodak’s bankruptcy and relates to
Apple’s rights in and to the dispad patents, this dispute is undbly a non-core, “private rights”
lawsuit on which the Bankruptcy Court is constiatlly forbidden to enter a final order. The
only connection between this dispw#nd Kodak’s bankruptay that, if Kodak wins, its estate may
arguably have more value. Asuwts (including the Supreme Counve repeatedlgeld, this is
not enough to bring a case within the BankrupBourt's limited sphere of final adjudictive
authority.

Third, this case will require a trial by jurgn, among other claimgpple’s counterclaim
seeking damages for breach of contract. Kodaomractually obligated to assign the disputed
patents to Apple and is liable Apple for damages, including boot limited to the licensing fees
it obtained from third parties, for its failure tho so. It is well established that contract and
damages claims require trial lyyry, and it is simildy settled that a bankruptcy court cannot
conduct jury trials without consen&ince Apple does not consengtqury trial in the Bankruptcy
Court, a federal districtourt would have to conductdtirial and enter judgment.

Kodak not only seeks to deprive Apple ofright to a non-bankruptcy federal forum, but
wants the Bankruptcy Court to rule on its claimsa matter of weeks based on a self-imposed,
artificially-accelerated sale press. In a proposed schedulingden, Kodak had requested a rapid
hearing on a summary judgment nootithat has yet to be filedbefore any discovery—with
Apple only having the ability to take discovery (if at af}er a summary judgment ruling. Kodak

has it backwards; that is not hdaderal law or civil proceduneorks. While Kodak may believe



it is better off with a truncated proceeding witkidi (or, if it has its way, no) discovery and without
either a jury or a judge experienced with pat@atters, no law or policy permits giving Apple’s
intellectual property rights such short shriftVell-settled law requires the withdrawal of the
reference so that this private rights disputelmanesolved at thdistrict court level.

l. BACKGROUND
A. Apple Discloses Its Technology To Kodak

The ten patents at issue covertjgalar features fodigital cameras. (Exs. 1-10, Patents.)
Apple originated theeichnology underlying #se patents in éhearly 1990s in connection with its
research and development work on a novel coermad digital camera. (Ex. 11, 8/25/10, Apple
Complaint,  12.) To further develop and coenamlize its technology, pple sought help with
camera hardware, such as lenses and image senisbr§.16.)

Apple therefore collaborated with Kdda with the goal of developing and
commercializing Apple’s innovative technology.During the course of several years of
collaboration, Apple made nunwers disclosures to Kodakgarding Apple’s technology for
innovative digital cemera features. Iq., I 16-21.) These disdares were protected by
confidentiality agreements, as well as a catraquiring Kodak to diclose and irrevocably
assign to Apple any patentdated to Apple’s technology.ld.,  24-25.)

B. Kodak Patents Apple’s Technology And Sues Apple

Kodak terminated the parties’ collaboratiomind-1996. Only later did Apple learn that
Kodak had secretly been filing feat applications relating te¢hnology that Apple disclosed to
Kodak in the course of the parties’ joint workd.( Y 23.) These applications led to at least ten
patents. Apple’s assertion of rights and the patents to which these assertions relate are
summarized in a letter provided tm#ak. (Ex. 12, 3/16/12 Sernel Lettelodak’s adversary
proceeding seeks a judgment declaring that Applebasterest in the dmited patents, including
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patents based on Apple’s techrgpyp as well as a wide-rangingjunction barring Apple from
asserting any claim to ownershiptbe patents, apparently witto restrictions on time, forum or
manner of making such assertions.

As described in Kodak’s complaint, Kodaks sued numerous companies for allegedly
infringing its patents, and has negotiated lgirg agreements with many parties since 20(Ex.
16, Dkt. No. 1408, Compl. at f2.) In Bar2010, Kodak accused Apple of patent
infringement—including infringemenmtdf the *'218” patent—in actionfled with the U.S. District
Court for the Western District of New York atite International Trade Commission (“ITC”). In
the course of investigating Kokla infringement claims, Appleliscovered that the asserted
patents, as well as many other Kodak patertsbased on technology thgple confidentially
disclosed to Kodak yeaesarlier. (Ex. 11, 8/25/10, Apple Complaint, § 11.)

Apple subsequently sued Kodak in Califermn 2010, asserting several causes of action
based on Kodak’s misappropriation of Apple’stealogy and breach of itntractual obligation
to assign patents based oppe’s technology to Apple.ld., 1 37-62.) Kodak moved to dismiss,
or alternatively to transfer, otne grounds that disputes regagliApple’s rightsto particular
patents must be litigated as parnd parcel of Kodak’s previousfited Western District of New

York lawsuit. (Ex. 17, 11/15/10 Kodak Mot. 3t 15-17.) Apple’s claims were subsequently

With the deterioration of its film and camera busingsk®dak has increasingly relied on patent litigation as a
source of income. For example, in a recent “Busirgsgment Review” presentation available on its website,
Kodak identifies “Intellectual Property” as a source of “Continued Income and Cash Generation” and says it
earned $1.9 billion in patent-related revenue between 2008 and 2010. (Ex. 13, Kodaktreser@a.) As

Kodak explained in its third-quarter earnings release &t ya goal of its intellectual property strategy is to “to
generate income and cash” and “[ijn recent yearseieping with that strafjy, the company has actively
monetized its intellectual property ... as a way to fund its digital transformation.” (Ex. 14, 11/3/11 Kodak Press
Release.) Kodak, which announced on February 9, 8@t 2t will soon stop making digital cameras, is instead
using litigation to extract settlements and licensing fees from companiesdhaaking them. (Ex. 15, 2/9/12
Kodak Press Release.)



transferred to and consolidated with the Westestri@t of New York lawsuit. Apple also raised
certain aspects of its assertion of right¢hie '218 patent as defenses in the ITC.

The ITC conducted proceedings on Kodak’'sepa infringement claims and, despite
Kodak’s characterization of theqmeedings in its complaint (Compit 1 21-22) itsulings have
been overwhelmingly in Apple’tavor. After a trial on the mmgs, Administrative Law Judge
Luckern issued an Initial Determination danuary 24, 2011 finding @bt (1) Apple did not
infringe the '218 patent, and (2) the '218 patens wevalid because it was obvious in view of the
prior art. (Ex. 18, 1/24/11 Notice) These rulimg#\pple’s favor renderethoot any need for the
ITC to carefully consider defenses retatito Apple’s rights in the '218 patet.

The ITC subsequently reversed severahbd Luckern’s underlying claim construction
rulings, broadening the claims in certain respedtsalso remanded to ALJ Pender (after ALJ
Luckern’s retirement) for a determination ofetimpact of the new claim constructions on
non-infringement and invalidity. On May 21, 20#,J Pender issued an Initial Determination
confirming that: (1) Apple’s cuent products do not infringe @218 patent, and (2) the '218
patentis invalid. (Ex. 19, 5/21/12 Notice) Thimg was described in the press as a “setback” for
Kodak and a “psychological blow to potentiatitéers, who may now call ¢hpatent’s value into
question.® On the ropes in the other forums thanitially selected, Kodak now wants to litigate

this dispute in the Bkruptcy Court instead.

The ITC did address Apple’s separate assertion thaepgigital camera work was tigipatory prior art to the
'218 patent, and found that the presence of several claim limitations had not been establistoedy Mikention

in the ITC ruling of Apple’s ownership-related assertions is a cursory footnote statement thatrtet-celated
assertion was not established. In any event, the ITC'gsasdlas no preclusive effemt a district court even if
the issues were the same, which they are 8ee Texas Instruments IncQypress Semi-conductor CorpQ

F.3d 1558, 1569 (Fed. Cir. 1996). And the other nine patents that Kodak wants the Bankruptioy Gecigre”
Apple’s lack of interest in were not even at issue in the ITC proceeding. Kodak would haaalthgpRy Court
believe that the ownership of the disputed patents has already been effectively determined by the B@otThis i
true.

Dana Mattioli and Nathalie Tadena, “Kodak Patent Tossed by Juigdl, Street JournalMay 21, 2012.
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C. Kodak Uses Bankruptcy To Shot-Circuit Its Prior Lawsuits

In the adversary complaint filed June )12, Kodak asks the Bankruptcy Court to
declare that Apple has no interesthe disputed patents—not grihe '218 patenbut nine other
patents that haveever been litigated betweekpple and Kodak. (Compl. at § 18, 32-35) Arguing
that the “[m]onetization” of these patents is required by its loan agreements, Kodak asks the
Bankruptcy Court to nullify Apples interest in them through autrcated proceeding that includes
no discovery untiéfter the Bankruptcy Court rules on Kodaket-to-be-filed summary judgment
motion. (Compl. at T 1; Ex. 201@posed Scheduling Order at 2)

Instead of litigating its claimagainst Apple in an appropriaterum, Kodak is trying to
strip Apple of its rightsn the disputed patents throughiushed proceeding in the Bankruptcy
Court that would afford Apple much less in thay of discovery and due process. To make
matters worse, Kodak is trying &njoin Apple from assertingny claim to ownership of the
disputed patents, lest this “cteaincertainty” that would discaage potential bidders. (Compl. at
1 38) In an extraordinary request, Kodak wants botstrip Apple of its rights in the disputed
patentsand to legally bar Apple from even claiming rights in these patents.

Apple has done everything in its power to podtagainst a gambit like this. On February
14, 2012, Apple filed a motion to lithe automatic bankruptcstay so that the parties’ disputes
regarding Apple’s rights in Kodgeatents could be litigated in the Western District of New York,

where Kodak previously insisted that these essshould be litigatedyr transferred to the



Southern District of New York. (Dkt. Nos. 344, 500.) Apple argued that these issues would have
to be addressed at some pand it would be best to addrabese issues immediately. Kodak
opposed this motion, arguing that it was premat (Dkt. No. 468.) Although the Bankruptcy
Court did not lift the stay, it directed that “some procedurgisould be agreed to by the parties for

a quick resolution of the itical issues . . . without waiver ahy jury trial right, without waiver of
Apple’s claim that these are issues that a district court judge would withdraw.” (Ex. 21, 3/8/12
Hr'g Tr. at 65:5-9.) Despite Apple’s effort&odak has been unwilling to negotiate any such
procedure that protects A rights, as directeoly the Bankruptcy Court.

Instead of working with Applen an appropriate procedur@gdaafter complete silence for
approximately two months, Kodak filed a “motioasking the Bankruptc§ourt to “order” that
Apple lacks any rights in the disputed paten(®kt. No. 1184) When the Bankruptcy Court
rejected this tactic as improper, Kodak file@ tturrent adversary complaint, which seeks even
more sweeping relief based on essentially the saatequate procedures. Based on the timing of
these events and the procedurgchanism of Kodak’s request, Kodak’s strategy is obvious: to
deny Apple a full and fair opportunity to litigateete issues, to preveatcourt of appropriate
jurisdiction from carefully scrutinizing the parties’ respective claims to the patents, and to

eliminate Apple’s right to trial byury. The law requires otherwise.

Although Kodak suggests in its complaint that AppVoluntarily appeared” in the bankruptcy proceeding
(Compl. at § 3) it neglects to mention that Apple has never filed a claim against the bankruptcy estates Thus, thi
is not a dispute between the debtor and a credier the validity of a bankruptcy claim.

Indeed, during a prior Bankruptcy Court hearing, Apple’s counsel previously exposed Kodak's strategy and
predicted the course of events that have come to pass:

Your Honor knows and has seen it many times before, a debtor comes with a Gedesings

motion, maybe has a stalking horse. The deal’s got to get done. There’s tremendous pressure to get
the deal done and we don't want to be in a situation where we’re in June and somebody says, you
know, what this issue is a very important issue. It's got to be decided. You know, let's have a trial
and we’ll give you, you know, two gia because that's alle have. (Ex. 213/8/12 Hr'g Tr. at
36:22-37:4.)



Il. LAW APPLICABLE TO THIS MOTION
A. Withdrawal Is Mandatory Where Non-Bankruptcy Federal Law Is At Issue

The District Court is requiretb withdraw a proceeding frothe Bankruptcy Court “if the
court determines that resolution of the procegdequires consideration of both title 11 and other
laws of the United States regutagiorganizations or activities affecting interstate commerce.” 28
U.S.C. 8§ 157(d). This adversary proceeding garadigm for mandatory withdrawal. Indeed,
patent cases are often mandéyorithdrawn under section 157 (8gcause they typically involve
complex issues of federal non-bankruptcy ldwre Singer Co., N.VNo. 01 Civ. 0165 (WHP),
2002 WL 243779 (S.D.N.Y. Feb. 20, 2002)sfmite over sewing needle patert);re Nat'l
Gypsum Co.,145 B.R. 539 (N.D. Tex. 1992) (dispute ovpatent on “lightweight joint
compound”)see also Weiss ex rel. Fibercore, Inc. v. OFS Fitel, 1368T,B.R. 315, 317 (D. Mass.
2007) (“the predominance of fe@dé law in the pending patemifringement action ... strongly
implicates non-core federal baaktcy law, which the district couis best equipped to apply”).

B. Withdrawal “For Cause” Is Common In Non-Core Cases

Even where withdrawal is not mandatory, “[t]fistrict court may withdraw, in whole or
in part, any case or proceeding ... for causawsh” 28 U.S.C. § 157(d). This is known as
“permissive withdrawal” and it is common in dispstthat, while related to a bankruptcy, predate
the debtor’s bankruptcy filing and do not arise urimierkruptcy law. Courts in the Second Circuit
consider three factors to detenm whether permissive withdrawal warranted: (1) whether the
proceeding is “core” or “non-core”; (2) whether the proceeding is legal or equitable; and (3)
“considerations of efficiency, prevention ofdion shopping, and uniformity the administration
of bankruptcy law.”In re Orion Pictures Corp4 F.3d 1095, 1101 (2d Cir. 1993). The primary
consideration is whether the proceeding is coneon-core, because conclusions about efficiency
and judicial economy will often follow from theréd. For example, because a bankruptcy court
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can only “submit proposed findings &dct and conclusions of lavo the district court” in a
non-core proceeding (28 U.S.C. § 157(c)(1))sibften more efficient to conduct a non-core
proceeding entirely in the district coutt re Orion,4 F.3d at 1101 (“unnecessary costs could be
avoided by a single proceediimgthe district court”f’

A core proceeding is one that could only arise in a bankruptcy &eseln re Leco Ent.,
Inc.,144 B.R. 244, 249 (S.D.N.Y. 1992) (quotiimgre Wood825 F.2d 90, 97 (5th Cir. 1987) (“If
the proceeding does not invoke a gabsve right createlly the federal bankruptcy law and is one
that could exist outside of bankruptcy it is naoae proceeding.”)) “To be a core proceeding, an
action must have as its foundatithe creation, recognition, or adjagation of rights which would
not exist independent of a bankruptcy environnadthough of necessity there may be a peripheral
state law involvement.” Acolyte Elec. Corp. v. City of New YoBQ B.R. 155, 173 (Bankr.
E.D.N.Y. 1986). Claims that “are independenbahkruptcy and involve &s wholly antecedent
to the bankruptcy” are not core claim$n re Fairfield Sentry Ltd. Litig.458 B.R. 665, 685
(S.D.N.Y. 2011). Where a debttmould have pursued the samaims ... and continued about
[its] ordinary business withowtver having filed for bankrupg¢’ its claims are not coreld.
Similarly, “pre-petition common law actions fockim requiring adjudicabin of factual disputes

unrelated to the bankruptcy are not core clainid.”at 688.

While recent decisions in the Southern District heast doubt on the primacy of the core/non-core distinction
among theOrion factors (suggesting that after the Supreme Court’s decis®tein v. Marshall131 S.Ct. 2594
(2011) the key inquiry is whether the bankruptcy ctiag “final adjudicative authority” over the matter), this
does not change the fact that non-core proceedings tare safbject to withdrawal because, as these decisions
recognize, “the bankruptcy court may notezrfinal judgment ... on any non-core claimsli re Lyondell
Chemical Co.;-- B.R. ----, 2012 WL 1038749 at *6, *9 (S.D.N.Y. March 29, 2052k also In re Extended Stay,
Inc., 466 B.R. 188, 204 (S.D.N.Y. 2011) (“the core/non-cdigtinction is still a relevant consideration in
permissive withdrawal analigs except to the exteBternholds that Congress’s classification of a claim as ‘core’
exceeds the boundaries of Article Ill."As discussed below, the effectSternis to expand the group of matters
subject to permissive withawal, since even core matters may now kiadvawn if the district court determines
that the bankruptcy court lacks final adjudicative authority over them.
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An action filed by the debtor jor to bankruptcy does not baue “core” simply because a
win for the debtor might increase the funds avadldblthe estate or improve the debtor’s chances
of successfully reorganizingAcolyte Elec.69 B.R. at 175see also In re McCrory CorplL60
B.R. 502, 506 (S.D.N.Y. 1993) (trademark disptitat “goes to the heart of the debtor’s
reorganization plans” was not core proceeding because “the dispute would exist independent of a
bankruptcy environment”). “An action involvirgdebtor and a non-creditor in which ‘the only
relationship ... to the bankruptcy proceeding [islttietermination of the action would affect the
ultimate size of the estate’ is not a core proceedihgtle Rest Twelve, Inc. v. Visa4h8 B.R. 44,
55 (S.D.N.Y. 2011) (quotintn re Best Prods. Co68 F.3d 26, 32 (2d Cir. 1995)). In other words,
a case is not a core proceedingtjoecause it may be importaatthe debtor’s reorganization.

C. Withdrawal Is Required Where The Bankruptcy Court Would Have To
Adjudicate “Private Rights”

Because bankruptcy courts are not Artidlecburts, their decision making authority is
limited by the Constitution and they may not “exercise jurisdiction over all matters related to those
arising under the bankruptcy lawsNorthern Pipeline Const. Co. v. Marathon Pipeline @68
U.S. 50, 76 (1982). While bankruptcy courts majsiddebtor-creditor ftationships as provided
for under the bankruptcy code, they may not adpigi “private rights” aginating elsewhere in
the law. Id. at 71 (“the restructuring of dedotcreditor relations, which is at the core of the federal
bankruptcy power, must be distinguished frora #djudication of state-created private rights,
such as the right to recaveontract damages”).

Among other things, state law contract and tort claims cannot be decided by a bankruptcy
court. Id. (breach of contract)Stern v. Marshall131 S.Ct. 2594 (2011) (tiwus interference).

This is true even of statutory “core” proceedingisch as a counterclaim by the estate against a

creditor that has filed a claim against the estat&tém the Supreme Court held that although the
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estate’s counterclaim against a creditor fatidois interference was “a ‘core proceeding’ under the
plain text of 8 157(b)(2)(C),” #h bankruptcy court couldot rule on that eim because it arose
under non-bankruptcy lawld. at 2604, 2608. “If the clainmvolves private rights, Congress
cannot vest final adjudicative powever it in the Bankruptcy Coudonsistent with Article I,
whether the claim is ‘core’ or ‘non-core’.Development Speciats, Inc. v. Akin Gump Strauss
Hauer & Feld, LLP462 B.R. 457, 467 (S.D.N.Y. 2011).

Just as a proceeding is not “core” becauseoiild add funds to the estate or smooth the
debtor’s path to reorganizationh# fact that the debtor’s recayavould augment the estate [is]
insufficient to convert the right beingndicated from private to public.In re Coudert Bros. LLP,
App. Case No. 11-2785 (CM), 2011 WL 55931477a¢S.D.N.Y. Sept. 23, 2011). The Supreme
Court has confirmed this result on multiple occasioBgeNorthern Pipeline458 U.S. at 72
(“Northern’s right to recover cordct damages to augment its estai@ne of private right, that is,
of the liability of one individual to another under the law as defined.”) (quotation omitted);
Granfinanciera, S.A. v. Nordberg92 U.S. 33, 56 (1989) (conttegy “claims brought by a
bankrupt corporation to augment the bankruptcyteStavhich are matters of private right, with
“creditors’ hierarchically ordered claims to a peda share of the bankruptcy res”). Thus, under
both the preSternrubric of core and non-ce proceedings and the p&ternrubric of public and
private rights, the rule is the same—the banlaymourt does not have authority to rule on a
matter simply because the outcome is important to the debtor’s reorganization.

D. Withdrawal Is Warranted Where A Jury Trial Is Required

Bankruptcy courts cannot conduct jury trials withthe consent of both parties. 28 U.S.C.
157(e);In re Orion,4 F.3d at 1101 (“the constitution prolgbankruptcy courts from holding
jury trials in noneore matters”);In re Extended Stay66 B.R. at 197 (“Even if the proceeding is

determined to be core in nature and a juaf is demanded, a bankruptcy court may only conduct
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a jury trial if ‘specially designated to exercisach jurisdiction by the digtt court and with the
express consent of all the parties.8ge also Granfinanciera92 U.S. at 42 (“Congress cannot
eliminate a party’s Seventh Amendment rightatgury trial merely by relabeling the cause of
action to which it attaches and placing exclugiwésdiction in an administrative agency or a
specialized court of eqy.”). Apple has counterclaims agat Kodak requiringrial by jury and
has not consented to a juriatrin the Bankruptcy Court.

Whether a jury trial right exists depends kEygon whether the clains legal or equitable
in nature.Granfinanciera492 U.S. at 42. For example, a breach of contract claim seeking money
damages is inherently legarown v. Sandimo Materigl250 F.3d 120, 126 (2d Cir. 2001) (“[A]
claim for breach of contract ... has historicdigen uniformly treated as a legal claimDpgiry
Queen, Inc. v. Woe®B69 U.S. 469, 477 (1962) (“we thinkgtain that [plaintiff's] claim for a
money judgment is a claim wholly legal in its natowever the complaint is construed”). And
this right to trial by jury applies equally ipatent litigation—indeedwhere both legal and
equitable claims are present in a patent dispugerigiint to trial by jury applies to both of them.
See, e.g., Shum v. Intdl99 F.3d 1272, 1279 (Fed. Cir. 2007)a(ptiff was entitled to jury
determination of inventorship in patentplige, given factual overlap with fraud clair@abinet
Vision v. Cabnetware,29 F.3d 595, 600 (Fed. Cir997) (jury’s fact findngs on legal claim were
binding on judge in related equitable clainbjurther, when conducting the analysis, “all doubts
must be resolved in favor the party seeking a jury triBl€'sign Strategies, Inc. v. Dav3§7 F.
Supp. 2d 630, 638 (S.D.N.Y. 2005).

[I. ARGUMENT

The parties’ disputes raise complex issoédederal patent lawhave no substantive
relationship to Kodak’s bankruptcy proceedingdamplicate Apple’s righto jury trial. A

bankruptcy court is neither dally permitted nor practically equipped to resolve these
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disputes—patrticularly in the form of a hastying on a summary judgmémotion, as proposed
by Kodak. Under well-settled law, the refece of this dispute must be withdrawn.

A. This Case Involves Complex Issuedf Non-Bankruptcy Federal Law
Triggering Mandatory Withdrawal

Withdrawal is mandatory in this case because the issues raised by Kodak's adversary
proceeding require consideration of complex issafefederal patent law.28 U.S.C. 8§ 157(d)
(withdrawal is required “if the court deternei that resolution of the proceeding requires
consideration of both title 11 and other lawstloé United States regulating organizations or
activities affecting iterstate commerce”)n re Singer2002 WL 243779n re Nat'| Gypsuml145
B.R. 539;Weiss ex rel. Fibercor861 B.R. at 317. For examphbanong other things, Apple plans
to seek correction of inventoighwith respect to all 10 patenpursuant to stion 256 of the
federal patent statute. 35 U.S.C. § 256. Undaertd patent law, a person is an inventor “if he
contributes to the conceptiaf the claimed invention.’Eli Lilly and Co. v. Aradigm Corp376
F.3d 1352, 1358-59 (Fed. Cir. 2004). While Apple helgethe evidence in this case easily meets
this test, Kodak’s arguments toetisontrary will likely implicate cmplex issues of patent law.
Indeed, the Federal Circuit has noted that “[fjhe between actual contributions to conception
and the remaining, more prosaic contributiongh® inventive process that do not render the
contributor a co-inventor is some&s a difficult one to draw.’ld. at 1359.

The “difficult” task of assessing technical cobtitions for inventorshipurposes will also
require interpretation of federpatent law regarding conceptiofee, e.g., Burroughs Wellcome
Co. v. Barr Labs., Inc40 F.3d 1223, 1227-28 (Fed. Cir. 199d}plaining that “[c]onception is
the touchstone of inventorship.etltompletion of the mental past invention”). This inquiry
further requires evaluating whether the contribution in question is “insignificant in quality, when

that contribution is measured agaitist dimension of the full invention.Eli Lilly, 376 F.3d at
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1359. These complex legal standasilsneed to be interpreted aiaghplied in view of a technical
analysis of multiple claims from the ten patents at issue as well as documentary evidence of
technology developed by Appte.

The federal law inventorship analysis will also require defining the patent scope through
claim construction.d. at 1360 (explaining that d@mventorship analysidike an infringement or
invalidity analysis, begins as a first step witpastruction of each asserted claim to determine the
subject matter encompassed thereby”). Claim coctsbdin typically involves detailed review of
extensive technical subject matter from the patent specificggaiant prosecution history, and
potentially extrinsic sources—undarlong line of Federal Circuirecedent regarding relevant
legal principles. See, e.g., Phillips v. AWH Cor@15 F.3d 1303, 1315-17 (Fed. Cir. 2005) (en
banc). These complex issues of fetl&aa implicate mandatory withdrawaln re Singer Co.,

2002 WL 243779 at *3 (“claim consiction, and infringement analigs constituted “substantial
and material consideration of patéaa” requiring mandtory withdrawal).

Claim construction under federal patent lavll wiso be required foApple’s state law
counterclaims. For example, ple’s breach of contract cowntlaim is based on contract
provisions regarding the relatidnip of particular patents ttechnology disclosed to Kodak by
Apple. (Ex. 11, 8/25/10 Apple Compl., § 24-2B%sessing the relationship in the subject matter
of each patent and the technologyatthsed by Apple will require determination of the scope of

the relevant patents through clataonstruction. While the '218 patent has already been subject to

Apple has already provided examples in earlier brigfigre-discovery evidence that the subject matter of each
of the Disputed Patents was disclosed to Kodak by Apple. In response, Kodak did noatlappldinmade these
disclosures, nor that the disclosures related to the subject matter of the Disputed Patends Kbukstkargued
that Apple’s contributions should be classied asodd objectives” rather thaspecific contributions to
conception. (Ex. 22, 6/11/12 Kodak Reply) Thus, this dispute centers on theompstxcpart of inventorship
law.
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claim construction (which may still need to be s#ted) in the ITC invegjation, the parties have
not yet had an opportunity to address claim troigtion issues for the other nine patents.

A further issue of federal @ arises in connection witodak’s argument that Apple’s
federal and state assertions are time-barred by |lacitethe statute of litations, respectively. In
particular, Kodak argues that Apple was altigeon “constructive” notice from the time of
issuance of these patents. (Conagplf 4) The Eastern Districf New York has noted that “the
applicability of the principle of constructive notice afpatent, if it exists at all, is inextricably
intertwined with the specifipolicy objectives fundamental tbhe underlying substantive federal
patent law.” St. John’s Univ. v. Boltory57 F. Supp. 2d 144, 190 (E.D.N.Y. 2010). Kodak’s
“constructive notice” argument has been sqlyarejected by the Federal CircuitAdvanced
Cardiovascular Sys. v. Scimed Life Sys., B88 F.2d 1157, 1162 (Fed. Cir. 1993) (“measuring []
delay from the date of issuanoéthe patent, in the absence mbof that [claimant] knew or
should have known that the patent had issuetithat he was omitted as a joint inventor” is
erroneous as a matter of law). Mgetheless, to the extent Kodgkparently intends to pursue this
discredited argument, additional complex issues of federal law are implicated.

B. Permissive Withdrawal Is Warranted Because The Bankruptcy Court Cannot
Adjudicate This Matter

Permissive withdrawal is also called for bezathe Bankruptcy Court will not be able to
render a final judgment on the merits of the dispUieerefore, it would be most efficient for the
District Court to hear #¢nmatter from the beginning.

1. This Is A Non-Core Matter

As discussed above, a core matter is one that could only arise in a bank8g#cg.g., In
re Leco Enterprises, Incl44 B.R. at 249. The dispute thadd@k wants the Bankruptcy Court to

resolve arises under federal patent law and Caldarantract law, and legan with actions filed
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by Kodak in two different fora ragly two years before Kodak’s blruptcy. As litigation relating

to these issues began well before Kodak’s bankrugotdyall relevant events occurred long before
then, this dispute arose outside the banksumgibntext and isniherently non-core.Fairfield
Sentry,458 B.R. at 685 (claims that “are independenhbankruptcy and involve facts wholly
antecedent to the bankruptcy” are not coseg also Little Rest Twel58 B.R. at 55 (lawsuits
filed years before bankruptcy were not core proceedings).

The only link between this patent disputed Kodak’s bankruptcys that, if Kodak
prevails, the patents may fetch a higher price and the estate may receive more money. This does
not confer “core” status on a lawsuit, particularhe brought by the debtagainst a party that has
not filed a claim in the bankruptcySee McCrory160 B.R. at 506 (“While McCrory obviously
seeks to prevail in the adversary proceedingrider to reorganize, it also seeks to cancel
[defendant’s] trademarks and enjoin defendant fpoatecting its registered marks. As a result,
the proceeding is not one which could arisly amthe context of a bankruptcy caselijttle Rest
Twelve 458 B.R. at 55 (action between debtor and a@litor is non-core wdre sole connection
to bankruptcy is that “determination of the action would affect the ultimate size of the ediate.”);
re Best Prods. Co68 F.3d at 32 (contrasting dispute over &pity rights of creditors who have
filed claims against the estate” with “a procegdihat simply seeks to augment the estate”).
Indeed, the Bankruptcy Code’s definition of “ebispecifically excludes “orders approving the
sale of property ... resulting froaiaims brought by the estate augipersons who have not filed
claims against the estate28 U.S.C. 157(b)(2)(n).

In sum, a dispute that has been pendingéairs prior to Kodak’dankruptcy filing is not
and cannot be dressed up as “core” to suit Kadpltposes. Because this dispute is a hon-core

proceeding, the most the Bankruptcy Court cadibdwith respect to Kodak’s case is submit
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proposed findings of fact and conclusions of lawthte District Court. 28 U.S.C. § 157(c)(1).
Only the District Court can enter a final ord® judgment on the matter, and then only after
considering the bankruptcy judge’s propod$edings and conclusions and reviewidg novo
those matters to which any party may timely and specifically obgcts discussed below, these
limitations on the Bankruptcy Court’s authority favor immediate withdrawal.

2. This Matter Relates To Private Rights

Kodak’s adversary complaint seeks to negate core defenses asserted by Apple in
currently-pending pateditigation brought by Kodak. It also seeks to enjoin Apple from ever
asserting ownership of the disputeatents in the future. Theseaxactly the type of “private
rights” actions that the Supreme Countdiols bankruptcy courts from ruling on:

[T]he restructuring of debtor-crediteelations, which is at the core
of the federal bankruptcy poweanust be distinguished from the
adjudication of state-created private rights, such as the right to

recover contract damages that igsstue in this case. The former
may well be a “public right,” buhe latter obviously is not.

Northern Pipeline458 U.S. at 71see also Granfinanciera§92 U.S. at 55 (claim to recover
fraudulent conveyance was “more accurately charaetdas a private rather than a public right”);
Stern,131 S. Ct. 2594 (tortious interference claaised issue of private right).

The fact that a win for Kodak might enrithe bankruptcy estatoes not change the
private nature of the rightseing asserted by AppleSee, e.g., In re Coudert Bro2011 WL
5593147 at *7Northern Pipeline458 U.S. at 72. Because Ap@alefenses and counterclaims
depend on private rights arising mon-bankruptcy law, the Bankpstcy Court cannot issue final
judgments on them. And, because thisitition on the Bankruptcy Court’'s power is
constitutional, it would prevent the Bankruptcy Court froringuon a final basis on Kodak’s
adversary complaint even if this dispute was leloe a “core” proceeding under 28 U.S.C. § 157.
As the matter is not “core,” and because Kodatomplaint seeks to alter Apple’s intellectual
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property rights under both fedénaatent law and state law, npassive withdrawal would be
appropriate even if withdrawal weenot mandatory in this case.

C. Apple Is Entitled To Trial By Jury

An additional, independent &ia for withdrawal is thathe Bankruptcy Court cannot
conduct a jury trial on Apple’s assertions of rightshe patents at issueSeveral of Apple’s
counterclaims against Kodak, including Apple’s caot counterclaim, are inherently legal and
seek the legal remedy of money damagBsown 250 F.3d at 12@8Dairy Queen,396 U.S. at
476-77. Apple is therefore eéd to a jury trial. Granfinanciera 492 U.S. at 42. The
Bankruptcy Court cannot conduct a jury trial withoahsent of the parties. 28 U.S.C. 8 157(e);
re Orion,4 F.3d at 1101in re LevineNo. 11 Civ. 9101 (PAE), 2012 WL 310944, *3 (S.D.N.Y.
Feb. 1, 2012). Apple does not consent to a jugl by the Bankruptcy Court. Therefore,
withdrawal is required.

D. Efficiency, Judicial Economy, And Revention Of Forum Shopping Require
Immediate Withdrawal

Kodak is not merely trying to destroy Ap{s intellectual property rights through a rushed
adversary proceeding—it is also engaging mifio shopping. Kodak previously resisted Apple’s
attempts to litigate the parties’ patent-relatedwatisp in any forum other than the Western District
of New York. (Ex. 17, 11/15/10 Kodak Mot.) ¥eeveral months ago, Kodak opposed Apple’s
motion to lift the automatic bankruptcy stay dtbow the litigation to proceed in the Western
District. Now Kodak seeks to have the BankoypCourt resolve this complex intellectual
property dispute by way of a hurried adversacpeding. Kodak presumably believes that the
Bankruptcy Court will be sympathetic to an argumenpress or implied) that Apple’s interest in
the disputed patents should be Sa&d to the demands of Kodakiestructuring, but this does not

justify denying Apple the lgal process to which it is entitledin any event, the Bankruptcy Court
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would have little opportunity to scrutinizeodak’s claims through the truncated procedure
(without any discovery) that Kodlaseeks to impose upon Apple.

That Kodak is seeking a summary judgmetihguas early as July 10 with no discovery
beforehand weighs in favor ahimediate withdrawal. Although strict courts sometimes allow
the bankruptcy court to manage certain prelinyinaetrial proceedings bare withdrawal, there
would be no benefit to doing so in this cas@dak does not want discovery and does not want
managed pretrial proceedings—Ké&daants an immediate ruling in its favor. As a result of the
procedure chosen by Kodak, there is no efficigndgaving this case ithe Bankruptcy Court.

Finally, because the issues in this case are complex, it would be most efficient to have a
single district judge manage prelrproceedings, conduct a trial, and issue a final judgment. Even
if the Bankruptcy Courivere to conduct non-jury piions of this casetself, it would be a
significant undertaking for a District Court tomderstand and evaluate the Bankruptcy Court’s
proposed findings and conclusions. And, hbseathe Bankruptcy Court has conducted no
substantive proceedings on the parties’ patelated disputes, the bankruptcy judge has no
particular familiarity with the issues and there ap efforts on his part that would go to waste if

the District Court were twithdraw the reference now.
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CONCLUSION
For the foregoing reasons, Apple respectfulguests that the Court withdraw the

reference with respect to theave-captioned adveasy proceeding.
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