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This matter having been set for trial to determine the issue of inequitable conduct,
witnesses having been sworn, evidence having been presented and each party having
been duly heard, the Court hereby enters the following findings and conclusions
pursuant to Fed. R. Civ. P. 52, further to its findings and conclusions stated in Court.

1. The contemporaneous test results and reports of Kevin J. Parker and
Theophano Mitsa characterizing those test results directly contradict the performance
claims of the 1990 and 1991 Parker/Mitsa patent applications. The “visually pleasing”
results promised in the applications are directly contradicted by the “visually annoying”
and “Graininess: Yes” results reported by Parker/Mitsa to their peers.

2. Information is material if “a reasonable examiner would be substantially
likely to consider [it] important in deciding whether to allow an application to issue as a
patent.” Bristol-Myers Squibb Co. v. Rhone-Poulence Rorer, Inc., 326 F.3d 1226, 1234
(Fed. Cir. 2003). A reasonable Patent Examiner clearly would have considered the test
results, Parker/Mitsa’s reported rejection of the applications’ disclosed algonthm, and
Parker/Mitsa’s reported adoption of a technique that was inconsistent with the
applications, each important to at least the written description and enablement
requirements for patentability.

3. Based on the clear and convincing evidence presented at trial, including
that identified in Exhibits 1640-41, 1643-46, 1648, 1650, 1655, and 1657-59, the Court
finds the withheld information to be highly materal to the 1990, 1991, and 1994
applications, under both the prior and the current Rule 56 materiality standards.

4. The facts established at trial compel a conclusion that Parker/Mitsa each
knew, and certainly should have known, of the high materiality of the information they
withheld from the PTO. Parker/Mitsa knew that their claim to patentability was based
primarily on their claim that their disclosed algorithm produced visually pleasing, non-
clumpy images that lacked low-frequency graininess at every level of gray. (See, e.g.,

August 12" TR at 74:23-75:21.) It is not credible that they did not know that a
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reasonable Examiner would consider it important to know that the patent applicants’
reported efforts to practice the applications’ disclosed No K technique had led to
“visually annoying clumps,” not the “visually pleasing” images promised by the patent
applications and their patent claims. Based on the compelling evidence of Parker/Mitsa’s
knowledge of high materiality, the Court finds a strong inference of an intent by
Parker/Mitsa to mislead the Patent Office.

5. For the above reasons, and those set forth in my oral Findings, I find that
Parker/Mitsa acted with an intent to mislead and deceive the Patent Office when they
withheld this highly material information.

6. Having closely observed both Parker/Mitsa testify, I have been able to
evaluate and consider their credibility. In this regard I find that Parker was not credibie,
and Mitsa was evasive, on many key points in their testimony. This is based, in large
part, upon my personal observation of their demeanor while testifying. This lack of
credibility and evasiveness of Parker/Mitsa is further demonstrated in Exhibits 1655-71,
and further supports my above findings on their intent to mislead the Patent Office.

7. In my findings, I have not resolved any factual disputes necessary for
determination of patent invalidity, patent infringement, or any other jury issue.

8. In the exercise of its discretion, and having weighed its findings of
materiality and intent to deceive the PTO, the Court concludes that Parker/Mitsa
committed inequitable conduct in procuring the 310, 228, and ‘305 patents. As a

result, the 310, ‘228 and ‘305 patents are unenforceable.

Dated: May4®, 2006

Manuel L. Real
United States District Judge

DEFENDANT MICROSOFT’S FEBRUARY 10, -2
2006, REVISED [PROPOSED] FINDINGS OF
FACT AND CONCLUSIONS OF LAW




