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RULE 29.6 STATEMENT 

Respondent Allcare Health Management 
System, Inc. has no parent company and no publicly 
held corporation owns 10 percent or more of its 
stock. 
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Respondent Allcare Health Management 
System, Inc. (“Allcare”) respectfully files this 
opposition to the petition for a writ of certiorari filed 
by Highmark, Inc. (“Highmark”). 

 

I. PRELIMINARY STATEMENT 

There are many reasons a case may be found 
exceptional under Section 285. For instance, a case 
may be exceptional “when there has been some 
material inappropriate conduct related to the matter 
in litigation, such as willful infringement, fraud or 
inequitable conduct in procuring the patent, 
misconduct during litigation, vexatious or 
unjustified litigation, conduct that violates Fed. R. 
Civ. P. 11, or like infractions.” Brooks Furniture 
Mfg., Inc. v. Dutailier Int’l, Inc., 393 F.3d 1378, 1381 
(Fed. Cir. 2005). Or a case may be exceptional when 
an “objectively baseless” litigation is brought in 
subjective bad faith. Id.  

Many, perhaps even most, of these bases 
require extensive fact-finding, but not all of them do. 
In particular, determining whether a case is 
“objectively baseless” is a legal conclusion requiring 
“a retrospective assessment of the merits of the 
entire litigation and does not rely on the facts 
present at a particular time and is ‘based on the 
record ultimately made in the infringement 
proceedings.’” (Pet.App.11a, n.1.) As a result, 
determining whether a case is “objectively baseless” 
“does not require fact-finding” because it considers 
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only “whether the record established in the 
[underlying] proceeding supports a reasonable 
argument as to the facts and law.” (Id.) 

This Court has repeatedly recognized the legal 
nature of an “objectively baseless” finding. For 
instance, the Court has explained that the “sham” 
litigation exception to Noerr immunity cannot apply 
if the plaintiff’s claim was “objectively reasonable,” 
and thus the plaintiff had probable cause to sue. See, 
e.g., Professional Real Estate Investors, Inc. v. 
Columbia Pictures Indus., Inc., 508 U.S. 49, 62-63 
(1993) (“PRE”). The test of whether a plaintiff had 
probable cause is fundamentally a legal one. Id. at 
63 (stating that where “there is no dispute over the 
predicate facts of the underlying legal proceeding, a 
court may decide probable cause as a matter of law”). 
Past decisions from the Federal Circuit and other 
circuit courts of appeal have made similar 
observations. See, e.g., FilmTec Corp. v. 
Hydranautics, 67 F.3d 931, 938 (Fed. Cir. 1995) 
(stating that “[t]he facts of this case have been 
established by prior litigations” so “there is no 
dispute over the facts, [and] the question of whether 
or not a cause of action is reasonable or an abuse of 
process is a question of law”); Covad Commc’ns Co. v. 
Bell Atlantic Corp., 398 F.3d 666 (D.C. Cir. 2005) 
(stating that because the objective baselessness 
determination was based solely on “the opinions of 
the patent courts” (the district court’s and Federal 
Circuit’s decisions in the underlying litigation), the 
issue was a “question of law”). 
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Just as in FilmTec and Covad, the district 
court’s “objective baselessness” determination below 
was based solely on the record of the underlying 
merits litigation. Accordingly, the relevant facts 
were undisputed and the question of “objective 
baselessness” was a purely legal one.  

Highmark argues that the Federal Circuit 
should have deferred to the district court’s “objective 
baselessness” determination, but none of the cases 
cited in its petition supports that argument. To the 
contrary, this Court’s decisions concerning the 
appropriate scope of appellate review demonstrate 
that the panel was right. For instance, while no one 
disputes that a district court’s exceptional-case 
determination is reviewed for an abuse of discretion 
(Pet.App.183a), not every aspect of the district 
court’s decision is entitled to deference. Indeed, this 
Court has stated that “[a] district court by definition 
abuses its discretion when it makes an error of law.” 
Koon v. United States, 518 U.S. 81, 100 (1996). And, 
this Court has stated numerous times that the 
question of “objective baselessness” is one of law. 
PRE, 508 U.S. at 63. Accordingly, even under 
ordinary abuse-of-discretion review, the district 
court’s legal conclusion of “objective baselessness” is 
not entitled to deference. 

Moreover, this Court demands de novo review 
of legal conclusions where Constitutional rights are 
at risk. In the context of “objective reasonableness” 
under PRE, the Constitutional right of concern is a 
citizen’s First Amendment right “to petition the 
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Government for a redress of grievances,” a right that 
has long been recognized as including access to the 
courts. PRE, 508 U.S. 56-57. The right to access the 
courts that is protected by the “objectively baseless” 
test of PRE is the same right protected by the 
“objectively baseless” test used for Section 285.  

Against this weight of authority, Highmark 
cites two cases—Pierce v. Underwood, 487 U.S. 552 
(1988) and Cooter & Gell v. Hartmarx Corp., 496 
U.S. 384 (1990)—where this Court applied a more 
relaxed standard of appellate review. Highmark 
claims that the issues addressed by these cases are 
analogous to the “objectively baseless” test under 
Section 285, but they are not. In particular, neither 
case concerns issues that implicate Constitutional 
rights. Pierce addresses when attorneys’ fees can be 
assessed against the government pursuant to the 
Equal Access to Justice Act (“EAJA”), which 
obviously does not raise any First Amendment 
concerns. Similarly, Cooter addresses sanctions 
awarded pursuant to Rule 11, which are intended to 
punish misconduct and, as the Cooter court itself 
recognized, do “not preclude the refiling of a 
complaint.” 496 U.S. at 396. Accordingly, Rule 11 
sanctions, unlike a sanction under Section 285, will 
rarely, if ever, act to effectively deprive a plaintiff of 
his First Amendment right to seek redress in the 
courts.  

Moreover, as the panel below noted, typical 
EAJA or Rule 11 awards are insignificant in 
comparison to awards resulting from violations of 
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Section 285. Indeed, in this case the Rule 11 
sanctions that were awarded (but later vacated) 
against Allcare’s counsel amounted to a total of 
$35,000, a tiny fraction of the nearly $5,000,000 
assessed against Allcare under Section 285. This 
disparity between EAJA and Rule 11 awards on the 
one hand, and Section 285 awards on the other, also 
demonstrates that de novo review of a district court’s 
“objectively baseless” determination is appropriate. 

In sum, the Federal Circuit’s decision below is 
entirely consistent with this Court’s precedent, 
which defines the “objectively baseless” inquiry as a 
legal question and demands that legal conclusions, 
especially those that could jeopardize Constitutional 
rights, should be reviewed de novo. Accordingly, 
Highmark’s petition should be denied. 

 

II. FACTUAL BACKGROUND 

A. The Parties and Their Dispute 

1. Allcare and Its Patent 

Allcare, the owner of U.S. Patent No. 
5,301,105 (“the ’105 patent”), was incorporated to 
develop the system described in it and to license 
rights to it. (A2778-80; A1039-50). The ’105 patent is 
directed to “managed health care systems” used by 
managed care organizations, such as insurance 
companies, to interact with health care providers 
(physicians or hospitals). (A160[1:4]). Managed care 
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organizations contract with providers who their 
members/patients are eligible to see, and who 
administer complex policies to assure that medical 
services do not exceed contractually obligated 
benefits. The process of determining whether a given 
procedure is appropriate for a patient’s particular 
circumstances is called “utilization review.” 
(A170[21:31-42]). The methods covered by asserted 
claims 52, 53 (a dependent claim based on claim 52) 
and 102 involve a computer system that determines, 
based on criteria provided by the managed care 
organization and data from the provider concerning 
the patient and his or her symptoms, whether a 
proposed mode of treatment requires utilization 
review. (Id.). If it does, the system ensures that 
payment is not made until the utilization review has 
been performed and approval has been given. (Id.). 

There are two embodiments of the invention 
described in the patent: a “diagnostic smart system” 
and a “utilization review smart system.” 
(Pet.App.19a). A “diagnostic smart system” analyzes 
the symptoms reported by the provider and 
“prepares a list of the most likely medical condition 
corresponding to such symptoms, together with the 
generally approved and/or recommended treatment 
protocols.” (id.; A162[6:64-67]). In other words, in a 
“diagnostic smart system” there is a “cause-and-
effect” relationship such that the entry of symptoms 
data causes the system to respond with a treatment 
proposal. In a “utilization review system,” however, 
the system does not propose a treatment in response 
to symptoms data. Instead, the symptoms data and 
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the proposed treatment are entered into the system 
by, for example, the treating physician. 
(Pet.App.19a; A164[9:53-10:17). 

The principal non-infringement issue in the 
district court and the prior appeal concerned element 
52(c): 

(c) entering through said input means 
into said data processor data symbolic 
of patient symptoms for tentatively 
identifying a proposed mode of 
treatment . . . . 

(A6697-99). In particular, while both parties 
agreed that this language covered at least the 
“diagnostic smart system” embodiment, they 
disagreed as to whether it also covered the 
“utilization review smart system” embodiment. 
Specifically, the parties disputed whether the claim 
language covered systems, like Highmark’s, where 
the doctor entered both patient symptoms and a 
proposed mode of treatment. (A6698). As explained 
below in more detail, at the claim-construction stage 
of the litigation the district court rejected 
Highmark’s attempt to limit element 52(c) to a 
“diagnostic smart system.” 

Although Allcare also asserted claim 102 
earlier in the litigation, Allcare withdrew it before 
the district court ruled on the parties’ summary 
judgment motions. (A11574; A11517). Before then, 
the principal dispute concerning claim 102 was 
whether the preamble term “integrated health care 
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management system” required direct interaction 
between the patient and his employer. (A1357-58; 
A6701-02; A54-55). At the claim-construction stage, 
the special master rejected the construction 
Highmark proposed and chose instead a construction 
of claim 102’s preamble that was essentially the 
same as Allcare’s. (A1357-58; A6701-02). 

2. Allcare’s Infringement 
Investigation  

In July 2001, Allcare engaged Seaport 
Surveys, Inc. (“Seaport”), an independent market 
research firm, to conduct telephone interviews with 
various managed care companies to ascertain their 
capabilities for processing authorizations 
electronically. (A12214-15). Seaport completed about 
328 telephone interviews of such firms, including 
Highmark, a member of the Blue Cross Blue Shield 
organization (A12215; A1046). 

Highmark’s answers to the survey suggested 
it was infringing the ’105 patent, so Allcare 
conducted an additional investigation. (A12215). 
This investigation included publicly available 
sources, including Highmark’s website, the websites 
of third parties who used and serviced Highmark’s 
system, and other materials available on the 
internet concerning Highmark’s system. (A12215-
18). Allcare also consulted with its patent litigation 
counsel, Steven Hill, who confirmed that Allcare had 
a viable case of infringement against Highmark. 
(A12454; A12479-80). Thus, Allcare contacted 
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Highmark and encouraged it to consider taking a 
license to the ’105 patent. (A12216).  

Over the next ten months, Allcare (directly 
and through attorney Hill) held a number of 
meetings with Highmark. (A12454-56). During the 
course of these discussions, Highmark argued it did 
not infringe the ’105 patent because, in Highmark’s 
view, its claims required a “diagnostic smart 
system,” and thus did not cover Highmark’s system. 
(A12216-17). Highmark also argued that the ’105 
patent was unenforceable for inequitable conduct. 
(Id.).  

3. The Trigon Rulings and Allcare’s 
Licensing Efforts 

At the time Allcare was negotiating with 
Highmark, it was also enforcing the ’105 patent 
against another Blue Cross Blue Shield 
organization, Trigon Healthcare, Inc., in the Eastern 
District of Virginia, Allcare Health Management 
System, Inc. v. Trigon Healthcare, Inc., No. 02-756-A 
(Hilton, C.J.). Allcare’s infringement theory against 
Trigon was similar to its infringement theory 
against Highmark. (A12455). In particular, both 
systems were similar to the “utilization review smart 
system” disclosed in the ’105 patent in that both 
enabled a physician to enter symptom data and a 
proposed treatment to obtain authorization from the 
insurance company. (A12455-56). Highmark’s 
counsel did not deny Hill’s description of the 
similarities between the Trigon and Highmark 
systems. (Id.). 
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With Highmark’s counsel present in the 
courtroom, Trigon’s summary-judgment argument 
focused on the same issues that Highmark raised in 
its defense. (A12459). In particular, the parties 
argued over whether the claims were limited to a 
“diagnostic smart system” and thus excluded any 
system that did not provide a proposed mode of 
treatment in response to the physician’s entry of 
symptoms data. (A12458; A12544-53). The parties 
also argued whether the patent was invalid or 
unenforceable for inequitable conduct. (Id). 

In February 2002, Chief Judge Claude Hilton 
issued “the Trigon rulings,” which rejected Trigon’s 
argument that claim 52 required “a ‘cause and effect’ 
relationship whereby entry of the data symbolic of 
symptoms causes the automatic tentative 
identification of a proposed mode of treatment” 
(A12349) (the touchstone of a “diagnostic smart 
system”). Based on the ordinary meaning of the term 
“for,” in “entering through said input means into 
said data processor data symbolic of patient 
symptoms for tentatively identifying a proposed 
mode of treatment” (i.e., that “for” simply means 
“corresponding to” or “with a view towards”), Judge 
Hilton held that the entry of data symbolic of patient 
symptoms did not have to cause the system to 
suggest a proposed mode of treatment. (A12349, 
A12455-60). Applying this claim construction—
which Highmark itself conceded is “remarkably 
similar” to the claim construction in this case (see 
A11974)—Judge Hilton denied Trigon’s motion for 
summary judgment of non-infringement as to claim 
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52. (A12369-70; A12460). Judge Hilton also rejected 
Trigon’s inequitable-conduct defense. (Id.). 

4. Allcare’s Response to the Trigon 
Rulings 

The Trigon rulings increased Allcare’s 
confidence in its conclusion that health insurance 
companies using systems like Trigon’s and 
Highmark’s infringed its patent. (A12477). And, in 
fact, shortly after the Trigon rulings, Trigon licensed 
the ’105 patent, as did many other health insurers. 
(A12455-57; A12460; A12476-79). But even with this 
record of success, Allcare was not blindly 
threatening healthcare companies to take a license 
or face certain litigation. In fact, Allcare’s 
investigations sometimes led Allcare to conclude that 
asserting its patent would be inappropriate. For 
instance, Allcare investigated Lakewood Health, but 
after examining Lakewood’s system, Allcare advised 
Lakewood that it did not need to take a license. 
(A12431).  

Amid this flurry of licensing activity, Allcare 
and Highmark continued to talk. (A12461). Knowing 
that Allcare’s infringement analysis against 
Highmark was similar to its infringement analysis 
in the case against Trigon, Highmark asked to see 
Allcare’s infringement claim chart against Trigon, 
and Hill forwarded a copy in August, 2002. (A12456-
57; A12522-23). Highmark did not refute Hill’s 
comparison of Highmark’s system to Trigon’s or any 
of Hill’s other characterizations of Highmark’s 
system during their discussions, but instead 
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continued to insist that Judge Hilton’s claim 
construction was wrong—that the claims required a 
“diagnostic smart system,” which Highmark’s system 
lacked. (A12458).  

During these negotiations, Allcare repeatedly 
expressed its preference for an amicable resolution. 
(A12430, A12435-39). On or about April 3, 2003, 
Highmark responded to an earlier proposal by 
Allcare that the parties mediate their dispute. 
(A12461). As a condition for Highmark’s 
participation, Highmark’s counsel asked Hill to 
guarantee that if mediation did not succeed, any suit 
would be filed in Highmark’s home venue of western 
Pennsylvania. (Id.) When Hill declined, Highmark’s 
counsel placed him on hold, rejoined the call and 
informed him that Highmark had sued Allcare for 
declaratory judgment in the Western District of 
Pennsylvania. (Id.) 

5. Highmark’s Declaratory 
Judgment Action 

After the case was transferred to Texas, 
Allcare counterclaimed for infringement. (A1039-50). 
Before filing its counterclaim, Hill reconfirmed 
Allcare’s earlier conclusion that Highmark was 
infringing by comparing Highmark’s system to 
certain claims of the ’105 patent using the Trigon 
claim construction and then confirmed this analysis 
with technical experts. (A12479-80). The attorney 
who filed the counterclaim—V. Bryan Medlock, a 
patent litigator with nearly 50 years of experience 
and the head of Sidley & Austin’s intellectual 
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property law group—also studied Allcare’s 
allegations and found them to have merit. (A12832, 
A12837).  

In addition to asserting that Highmark 
infringed the ’105 patent, Allcare also contended 
that Highmark was bound by the Trigon rulings 
under res judicata and collateral estoppel, based on 
Allcare’s understanding of the Blue Cross Blue 
Shield relationship between Highmark and the 
Trigon defendants, as well as the observation that 
Highmark, through its counsel, had collaborated 
with Trigon’s counsel to develop one or more of the 
defenses that Trigon presented to the Virginia court. 
(A1046-47). Shortly after Highmark filed its answer 
to the counterclaims and a motion to dismiss these 
claim-preclusion counts, Allcare’s and Highmark’s 
counsel met-and-conferred about Highmark’s 
relationship to the Trigon defendants and its lack of 
involvement in that case, and Allcare voluntarily 
withdrew those contentions. (A1064-65; A1085; 
A12484-85).  

6. The Special Master’s Reports 

Although the district court had initially 
concluded that a special master would not be 
necessary for resolving the parties’ disputes over 
claim construction, it later changed its mind after 
realizing how complex the claim-construction issues 
were (A6638-39).  

Accordingly, the court appointed Don 
Martens, an experienced patent litigator, as special 
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master. After extensive briefing and a full day of oral 
argument, the special master filed his report on 
claim construction. (A6658). As noted, the principal 
dispute for claim 52 involved element (c) and in 
particular, whether it was limited to a “diagnostic 
smart system” or whether it could also cover a 
“utilization review smart system.” (A6698).  

The special master’s claim-construction 
recommendation, like Judge Hilton’s Trigon rulings, 
rejected Highmark’s attempt to limit the claims to 
the “diagnostic smart system” embodiment. (A6699). 
On the other hand, however, the special master (and 
the court in later adopting his recommendations) 
refused to resolve whether the claims covered 
“utilization review smart systems,” like Highmark’s, 
that require a doctor to enter both the patient 
symptoms and a mode of treatment. (A6699). Indeed, 
the Special Master went even further and said that 
he was refusing to decide “whether the accused 
method is covered by element 52(c)” because “[t]hat 
is an infringement issue for the trier of fact, not a 
claim construction issue.” Id. (emphasis added). The 
special master’s report also indicated elsewhere that 
he expected a jury would be required to resolve the 
dispute between Allcare and Highmark, suggesting 
that “in preparing jury instructions, the parties and 
the Court should consider whether construing [the 
claims] for [the] jury will add confusion, rather than 
reducing it.” (A6667). The special master also found 
for Allcare on the principal dispute concerning claim 
102, adopting its proposed construction of the term 
“integrated health care management system.” 
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(A6701-02). The district court adopted the special 
master’s report in its entirety. (A7144-45). 

Because Allcare had defeated Highmark’s 
attempt to limit claim 52 to a “diagnostic smart 
system” and convinced the district court that its 
construction of claim 102 was the correct one, at this 
point it seemed to Allcare that it was prevailing in 
its infringement position just as it had in the Trigon 
case. Accordingly, Allcare continued to assert claims 
52, 53 and 102. (A12475-78). 

Highmark subsequently moved for summary 
judgment of invalidity and non-infringement of 
claims 52 and 53, and non-infringement of claim 102. 
(A11574). While Allcare opposed Highmark’s motion 
with regard to claims 52 and 53, Allcare did not 
challenge Highmark’s arguments that claim 102 was 
not infringed, and ultimately voluntarily withdrew 
that claim from the case. (Id.; A11517). 

The district court re-appointed Mr. Martens 
as special master to make recommendations for 
summary judgment. (A10251-53). On April 25, 2008, 
the special master filed his report (A11566) which, 
contrary to his earlier statement concerning claim 52 
that the “infringement issue [was] for the trier of 
fact” (A6684), found that there was no infringement 
as a matter of law, and thus recommended that 
summary judgment of non-infringement be granted. 
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(A11588).1 The special master also recommended 
that Highmark’s motion for summary judgment as to 
invalidity be denied. (A11928). The district court 
adopted these recommendations, entering final 
judgment of non-infringement and dismissing 
Highmark’s claims of invalidity and unenforceability 
without prejudice. (A11926-29; A11934). 

Even though the special master ruled against 
Allcare, he did not state that Allcare’s position was 
in any way frivolous or unreasonable. To the 
contrary, at the conclusion of the summary judgment 
hearing, he stated: “Argument on both sides has 
been very helpful, very helpful. This has been a 
helpful day for me and there are some difficult issues 
here and I will do my very, very best to do them 
right, and that’s all I can promise you.” (A12477) 
(emphasis added).  

Allcare appealed the district court’s judgment. 
(A11936). On July 13, 2009, after oral argument, the 
Federal Circuit affirmed the summary judgment 
without issuing a written opinion. (A12607-09). 

                                                 
1 Judge Dyk, one of the Federal Circuit judges who presided 
over both the merits appeal and the sanctions appeal, 
explained that it appeared to him “that what happened here 
was that you had an initial claim construction from the Special 
Master which was then elaborated, if you will, in connection 
with the summary judgment decision.” (A12615). 
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7. Highmark’s ECF Motion, 
Allcare’s Response, and the ECF 
Order 

While the merits appeal was pending, 
Highmark moved for an exceptional-case finding and 
Rule 11 sanctions. (Pet.App.6a). Highmark’s motion 
cast Allcare as a “troll” who “sells no products” and 
“offers no services,” but who instead tries to make 
money by licensing its patent or threatening 
litigation. (A12022). Although its motion strongly 
implied it, Highmark presented no evidence that 
Allcare’s claims against other parties (e.g., Trigon) 
lacked merit or that it had baselessly threatened the 
other healthcare companies that willingly took 
licenses.  

Highmark also presented a series of actions 
that it claimed made the case exceptional. These 
included allegations that the claim of infringement 
as to claim 52 “was not a close one” (A12020); that 
Allcare failed to perform a proper pre-suit 
investigation (A12021); that Allcare’s assertions of 
claim preclusion were frivolous (A12028); that 
Allcare’s claim-construction positions, particularly 
its construction of element 52(c), kept shifting 
(A12028-29); that Allcare submitted false arguments 
concerning whether the interview of Highmark by 
Seaport could qualify as an Allcare “contact” with 
the Western District of Pennsylvania in support of 
Allcare’s motion to dismiss (A12024); and that 
Allcare had a pattern of asserting and withdrawing 
allegedly meritless claims. (A12020). 
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Allcare’s response described its pre-suit 
investigation (A12317-20) and showed that it had 
sought mediation with Highmark both before and 
after Highmark filed its suit (A12320-21). Allcare 
also argued that there was no evidence of litigation 
misconduct, objective baselessness, or subjective bad 
faith. (A12338-39).  

With regard to Highmark’s allegation that 
Allcare shifted its claim-construction positions, Hill 
explained that he proposed the wording changes to 
Allcare’s claim constructions “for the purpose of 
trying to forge consensus (i.e., to be less 
disagreeable), or at least clarify language, and 
perhaps narrow issues on claim construction by 
accommodating the relative strengths and 
weaknesses as I perceived them at the time.” 
A12463-64. And indeed, in all its complaints about 
Allcare’s shifting positions, Highmark had never 
identified any material change in Allcare’s proposed 
constructions. (A12028-29; A11953-56). For instance, 
the principal disagreement between the parties on 
element 52(c) was whether it limited the claim to a 
“diagnostic smart system” (see supra pages 9-14, 17-
20) and all of Allcare’s claim-construction 
submissions consistently argued it did not. Compare 
A1352-53 with A1970-71 and A6698. Hill also 
explained, in response to Highmark’s broad 
complaints of “extensive additional briefing,” 
“delay[],” and significant additional and unnecessary 
expense” (A11953-56), that Highmark never suffered 
any prejudice from any change in Allcare’s claim-
construction language. Indeed, explained Hill, after 
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the initial round of briefing was complete, the 
Federal Circuit issued its seminal en banc claim-
construction decision in Phillips v. AWH Corp., 415 
F.3d 1303 (Fed. Cir. 2005), and both parties told the 
district court that a new round of briefing “would 
benefit their case and [the district court’s] review of 
the claim at issue.” (A5094-95; A12464-65).  

With regard to Allcare’s arguments to the 
Pennsylvania court, Allcare also submitted a 
declaration from Robert Shelton, an Allcare vice 
president, explaining that Allcare “did not control 
the manner in which Seaport Surveys, an 
independent contractor, went about completing the 
surveys.” (A67-68).  

Highmark never submitted any evidence to 
rebut the sworn declarations from Hill and Shelton, 
but argued only that they were “interested parties” 
whose testimony should be “dismissed as 
unsupported and inadmissible rhetoric.” (A12565).  

The district court issued its ECF Order in 
April 2010. (Pet.App.44a-96a). In the ECF Order, the 
district court echoed Highmark’s distaste for “patent 
trolls” and the impropriety of a patentee who does 
not make or sell any products or services suing 
others who do. (Pet.App.69a). 

In a subsection entitled “Allcare’s Continued 
Pursuit of Frivolous Claims,” the court found that 
Allcare’s counsel should have realized early in the 
case that Highmark’s system lacked claim element 
52(c) (Pet.App.72a-73a) notwithstanding that the 
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claim-construction order in this case (like Judge 
Hilton’s in Trigon) expressly rejected Highmark’s 
argument that this element was limited to a 
“diagnostic smart system.” See supra pages 14-15. 
Indeed, Allcare’s infringement expert, Dr. Holland, 
showed in his report how he believed infringement 
could be proven under the court’s claim construction. 
(A10911-21). In particular, Dr. Holland explained 
why the authorization procedure for Highmark’s 
system “meets the definition of utilization review 
adopted in this case.” (A10916-17). 

Moreover, contrary to its own claim-
construction ruling, which rejected Highmark’s 
attempt to exclude the disclosed “utilization review 
smart system” from claim 52, the district court 
stated in its ECF Order that the construction of “for” 
in the phrase “entering through said input means 
into said data processor data symbolic of patient 
symptoms for tentatively identifying a proposed 
mode of treatment” precluded any possibility that 
Highmark’s system infringed. (Pet.App.75a). But 
nothing in the Court’s construction of “for”—that 
“‘for’ means ‘used to indicate the aim, or purpose of 
an action or activity’” (A6698)—meant that the 
claims could not cover a “utilization review smart 
system” in which a doctor enters both patient 
symptoms and a proposed mode of treatment. To the 
contrary, Judge Hilton, based on essentially the 
same construction of “for,” had previously rejected 
the argument that the claims necessarily excluded a 
“utilization review smart system” in the Trigon case. 
(A11974; A12369-70; A12460).  
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Further, the court found that Allcare 
continued to pursue claim 102 after the claim-
construction order (Pet.App.72a) even though the 
special master adopted Allcare’s construction and 
Allcare never opposed Highmark’s summary 
judgment motion for non-infringement on claim 102 
and ultimately withdrew claim 102 from this case 
(A11517-18).  

The district court also found that Allcare 
asserted allegedly meritless claim-preclusion 
defenses of res judicata and collateral estoppel, even 
though Allcare voluntarily withdrew these defenses 
in response to a motion filed by Highmark. 
(Pet.App.81a-82a). 

The court also criticized Allcare’s “shifting 
claim construction,” but failed to identify any 
material change to Allcare’s claim-construction 
position or any harm caused by Allcare’s changed 
language. (Pet.App.82a-83a). To the contrary, the 
court noted that Allcare argued that element 52(c) 
did not limit the claim to a “diagnostic smart 
system” (Pet.App.74a), which was consistent with 
Allcare’s claim-construction position even before this 
litigation was filed (Pet.App.46a-47a). Further, with 
regard to Highmark’s main complaint that Allcare’s 
shifting positions necessitated a new round of 
briefing (A11955), the court acknowledged that the 
court itself had ordered re-briefing in response to the 
Federal Circuit’s Phillips decision (Pet.App.83a).  

The district court also faulted Allcare for 
arguing in the Pennsylvania court that Allcare “did 
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not control the manner in which Seaport’s Surveys, 
an independent contractor, went about completing 
the surveys.” (Pet.App.84a (emphasis in original)). 
The district court did not conclude that the 
statement was false, but rather called it “at best 
obfuscatory and it strains the bounds of zealous 
advocacy.” (Pet.App.86a). Despite this criticism, it is 
not clear what, if any, role this declaration played in 
the exceptional-case finding since the district court 
also noted that “[t]he Western District of 
Pennsylvania does not appear to have placed much 
weight on Allcare’s representation regarding the 
degree of control over the Seaport Survey” (id.), and 
later observed that “if any court were to issue 
sanctions based on the motion, it would be most 
appropriate for the Western District of Pennsylvania 
to do so” (Pet.App.141a). 

At the end of the ECF Order, the district court 
awarded a total of $35,000 in Rule 11 sanctions 
against counsel and ordered Highmark to submit a 
brief itemizing and justifying the attorney fees it was 
seeking under Section 285. (Pet.App.93a-94a).  

8. Events Between the ECF Order 
(April 1, 2010) and the Order 
Vacating Rule 11 Sanctions 
Against Counsel (August 9, 2010) 

Shortly after the ECF Order, all of Allcare’s 
lawyers moved to withdraw based on conflicts of 
interest. (A12786; A12792; A12800; A12804; A12821-
23). As a result, Allcare proceeded pro se for the next 
several months.  
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The attorneys also filed motions to reconsider 
the Rule 11 sanctions. See, e.g., A12953-60. In 
particular, Hill further explained his role in Allcare’s 
pre-suit investigation (A12454-80), providing more 
detail and corroborating documentation 
(Pet.App.112a-125a). Hill also provided additional 
explanations for Allcare’s allegedly “shifting” claim-
construction positions (Pet.App.125a-127a) and for 
the assertion of the res judicata and collateral 
estoppel defenses, explaining that he believed that 
all three elements of virtual representation—
identity of interest, notice of the prior litigation, and 
the balance of the equities—were met 
(Pet.App.128a). Bryan Medlock, the experienced 
Sidley Austin litigator, also explained why the claim 
preclusion defenses were asserted (A12837-39). 

In August 2010, the district court vacated the 
Rule 11 sanctions in a lengthy opinion explaining 
why the court no longer believed that the lawyers 
deserved to be sanctioned. Even though the court 
recognized that “[m]ost of the conduct discussed by 
Highmark in the exceptional-case motion involved 
not only Allcare, but Allcare’s counsel” 
(Pet.App.104a), the district court stated that its 
decision to vacate the Rule 11 sanctions “ha[d] no 
bearing on the Court’s exceptional-case finding 
against Allcare.” (Pet.App.147a n.5).  

In November 2010, the district court issued its 
Attorney Fees Order awarding Highmark 
$4,694,727.40 in attorneys’ fees and $209,626.56 in 
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costs as a result of his finding that this is an 
“exceptional case” under Section 285. (Pet.App.169a).  

9. The Federal Circuit’s Decision 

The panel hearing the appeal from the 
exceptional-case award included two of the three 
Federal Circuit judges who heard the first appeal 
(the third member of the merits-appeal panel, Chief 
Judge Michel, had retired). The panel majority, 
which consisted of the two judges who had heard the 
merits appeal (A12607;Pet.App.2a), issued its 
decision over the dissent of the third panel member.  

The majority began its analysis by citing 
Brooks Furniture Manufacturing, Inc. v. Dutailier 
International, Inc., 393 F.3d 1378 (Fed. Cir. 2005). 
Brooks provides a useful overview of the Federal 
Circuit’s jurisprudence concerning exceptional-case 
findings under Section 285. In determining whether 
a case is exceptional, a court first determines 
whether there has been some material inappropriate 
conduct, such as willful infringement, inequitable 
conduct in procuring the patent, litigation 
misconduct, vexatious or unjustified litigation, or 
conduct that violates Rule 11. Id. at 1381. Absent 
misconduct in procuring the patent or in the 
litigation, an exceptional-case finding can be found 
only if there was an insufficient pre-suit 
investigation performed or meritless claims or 
defenses were brought or maintained. Where it is 
alleged that meritless claims or defenses were 
asserted, a Section 285 violation may be found only if 
clear and convincing evidence demonstrates that the 
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litigation is both (1) brought or maintained in 
subjective bad faith and (2) objectively baseless. Id.; 
see also iLOR, LLC v. Google, Inc., 631 F.3d 1372, 
1377-78 (Fed. Cir. 2011) (applying the Brooks 
Furniture two-pronged test to allegations that the 
patentee knew “long before filing suit” that its 
infringement claims were meritless). 

In establishing this two-pronged test, Brooks 
expressly adopted the objectively baseless standard 
from PRE. Brooks, 393 F.3d at 1381. Under PRE, 
litigation can be deemed objectively baseless only if 
“no reasonable litigant could realistically expect 
success on the merits.” 508 U.S. at 60. The Federal 
Circuit has incorporated that same definition into its 
exceptional-case jurisprudence. See, e.g., iLOR, 631 
F.3d at 1378.  

Brooks also notes that “for an exceptional 
case, the decision to award attorney fees and the 
amount thereof are within the district court’s sound 
discretion.” Brooks, 393 F.3d at 1382. The majority 
expressly recognized the discretionary nature of the 
district court’s decision. (Pet.App.183a). Under the 
Federal Circuit’s precedents (which are consistent 
with every other circuit’s and this Court’s 
precedents, “[a] district court abuses its discretion 
when its decision is based on clearly erroneous 
findings of fact, is based on erroneous 
interpretations of the law, or is clearly unreasonable, 
arbitrary or fanciful.” iLOR, 631 F.3d. at 1376; see 
also Koon v. United States, 518 U.S. 81, 100 (1996) 
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(“A district court by definition abuses its discretion 
when it makes an error of law.”). 

Applying the well-established Brooks 
standard, the majority reviewed all five bases for the 
district court’s exceptional-case determination. The 
majority recognized the “central issue” in this case 
was “whether Allcare’s infringement counterclaims 
against Highmark were frivolous” and thus applied 
PRE’s “objectively baseless” standard to those 
allegations. (Pet.App.8a). Because this Court held 
that the issue of “objective reasonableness” is an 
issue of law in PRE, 508 U.S. 49, the majority 
reviewed de novo the district court’s “objectively 
baseless” determination. (Pet.App.9a-10a n.1).2 

In reviewing the district court’s decision, 
however, the majority never rejected—or even 
criticized—a single finding of fact the district court 
made. Instead, the majority’s analysis was at all 

                                                 
2 The majority also found support for de novo review in the 
Federal Circuit’s decision in Bard Peripheral Vascular, Inc. v. 
W.L. Gore & Assocs., Inc., 682 F.3d 1003, 1005 (Fed. Cir. 2012), 
which applied the same standard of review to findings of 
“objective reasonableness” in the willful infringement context. 
(Pet.App.9a; see also iLOR, 631 F.3d at 1377 (“The objective 
baselessness standard for enhanced damages and attorneys’ 
fees against a non-prevailing plaintiff under Brooks Furniture 
is identical to the objective recklessness standard for enhanced 
damages and attorneys’ fees against an accused infringer for § 
284 willful infringement actions under In re Seagate 
Technology, LLC, 497 F.3d 1360 (Fed. Cir. 2007) (en banc).”)).  



- 27 - 
 

 

times directed to the district court’s legal 
conclusions. 

Specifically, on the “central issue” in the case, 
Allcare’s infringement claims, the majority 
considered only whether the Allcare’s constructions 
for claims 52 and 102 were reasonable.  (Pet.App.14a 
(“The key question with respect to claim 102 was 
whether the preamble . . . was a claim limitation 
and, if so, whether it required patient and employer 
interaction.”); id. at 19a (“The district court’s 
exceptional case finding with respect to claim 52 
centered on Allcare’s lack of basis for its claim 
construction position.”)). This Court has held that 
claim construction, at least where the construction is 
based solely on the intrinsic evidence of the patent 
itself, is an issue of law. See Markman v. Westview 
Instruments, 517 U.S. 370, 384 (1996) (stating that 
“construing the patent” is a “question of law”). 
Accordingly, the panel independently reviewed 
Allcare’s claim-construction positions,3 finding that 
its construction for claim 52 was reasonable 
(Pet.App.19a-22a), but that its construction for claim 
102 was not (Pet.App.14a-16a). Even though it 
reviewed the claim-construction issues without 

                                                 
3 The Federal Circuit is revisiting the issue of whether the 
appellate court should defer to any aspect of a district court’s 
claim construction. See Lighting Ballast Control LLC v. Philips 
Electronics North America Corp., 500 Fed. Appx. 951 (Fed. Cir. 
2013) (order granting petition for en banc rehearing on the 
question of “Should this court afford deference to any aspect of 
a district court’s claim construction?”). 
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deference, with regard to the subjective prong of 
Brooks, the panel deferred to the district court, 
finding that it “did not clearly err in concluding that 
Allcare’s claim 102 allegations were brought in 
subjective bad faith.” (Pet.App.18a).  

With regard to the three other bases for the 
district court’s exceptional-case determination, the 
majority based its decision solely on undisputed facts 
and its independent consideration of the legal 
principles involved. First, the majority concluded 
that Allcare’s assertion of res judicata and collateral 
estoppel was not frivolous because, at that time, the 
law was unsettled as to the viability of Allcare’s 
theory and there was no dispute that Allcare 
promptly and voluntarily withdrew those assertions 
after learning additional facts tending to undermine 
them. (Pet.App.24a-26a.) Second, the majority 
reversed the district court’s finding based on 
Allcare’s allegedly “shifting claim construction” 
because “[t]he constructions proffered by Allcare 
[did] not differ in substance” (id. at 28a) and 
“Highmark itself conceded that new claim 
construction briefs in light of Phillips were desirable 
and would benefit the district court” (Pet.App.27a-
29a). Again, the Panel’s decision was based on a 
legal issue—the scope of proposed claim 
constructions and the effect of the Phillips decision—
not a factual finding. Third, the Panel found that the 
district court erred as a matter of law in “sanctioning 
[Allcare] for conduct [occurring] before a different 
tribunal.” (Pet.App.29a-31a).  
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As a result, the majority held that the district 
court’s exceptional-case determination could be 
based on the assertion of claim 102, but not on 
“Allcare’s other claims and actions” in this case. 
(Pet.App.at 31a). The majority therefore remanded 
the case to the district court so that it could 
determine the appropriate fee and cost award 
attributable to Allcare’s assertion of claim 102. 

10. The Denial of Highmark’s 
Petition for Rehearing En Banc 

Both parties petitioned for rehearing. Allcare 
petitioned for panel rehearing concerning the 
affirmance of the exceptional-case finding based on 
claim 102. Highmark petitioned for panel rehearing 
on the grounds that the majority allegedly 
“misperceived” the district court’s claim construction 
and ignored the “law of the case” as well as the “full 
record” created in the district court. Highmark also 
petitioned for an en banc rehearing based on 
essentially the same arguments it raises in its 
petition to this Court. 

The Federal Circuit denied both parties’ 
petitions, but five judges dissented from the denial of 
Highmark’s petition for rehearing en banc. 
(Pet.App.180a-181a). The dissenters argued that the 
majority departed from Federal Circuit precedent 
(Pet.App.191a-192a;205a-209a) and misapplied PRE 
(Pet.App.192a-195a). The dissenters also contended 
that the majority’s decision was contrary to this 
Court’s Pierce and Cooter decisions (Pet.App.195a-
199a) and threatened to usurp the role of the district 
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court judge who, in their opinion, is in a better 
position than the appellate court to make the 
“objectively baseless” determination (Pet.App.200a-
203a; 209a-210a).4 

The panel majority responded to all of these 
criticisms. (Pet.App.182a-190a). Specifically, the 
majority discussed a number of cases from this 
Court, including PRE, that characterized “objective 
reasonableness” (or the related issue of “probable 
cause”) as a legal question. (Pet.App.185a). In 
contrast, the majority observed, the dissenters failed 
to cite any case stating otherwise or any case stating 
that “a determination of probable cause for legal 
arguments is not subject to de novo review.” (Id.) 

The majority then addressed the dissenters’ 
reliance on Pierce and Cooter, explaining that these 
cases were inapplicable for numerous reasons, 
including that, unlike the EAJA (which was at issue 
in Pierce) and Rule 11 (which was at issue in 
Cooter), Section 285 did not include an “open-ended 
discretionary standard.” (Pet.App.186a). In fact, 
continued the majority, the discretionary language 
was eliminated in 1952 and replaced with language 
restricting a district court’s discretion. (Id.). The 
majority also discussed significant differences in 
                                                 
4 Circuit Judge Reyna, joined by three of the dissenters, 
criticized what he called “the majority’s overstated reliance on 
developments in the willful infringement context” to address 
exceptional-case determinations pursuant to Section 285. 
(Pet.App.210a-214a; see also supra n.2). 
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policy considerations between Section 285 and the 
EAJA and Rule 11 (Pet.App.186a-187a), as well as 
significant differences between the sizes of the 
awards involved (Pet.App.187a-188a). The majority 
also discussed the different analyses between an 
“objective reasonableness” determination in a 
Section 285 case (which is based on the entire record 
of the litigation) and the test under Rule 11 (which is 
based on the facts as they were at a particular 
moment in time). (Pet.App.188a). These differences 
not only affect the nature of the inquiry (e.g., there is 
no factual dispute when the determination is based 
on the record created during the merits case), but 
also make the appellate court the better judge of 
whether a particular case or argument was 
“objectively baseless.” (Pet.App.188a-189a). Directly 
responding to the dissenters’ claim that a district 
court was better suited to make the determination, 
the majority finally observed that the Federal 
Circuit “sees far more patent cases than any district 
court, and is well positioned to recognize those 
‘exceptional’ cases in which a litigant could not, 
under the law, have had a reasonable expectation of 
success.” (Pet.App.189a-190a).   
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III. ARGUMENT 

A. The Federal Circuit’s Decision Is 
Consistent with this Court’s 
Jurisprudence 

1. This Court’s Decisions Establish 
That “Objective Reasonableness” 
Is an Issue of Law Reviewed De 
Novo 

In PRE, this Court unequivocally stated that 
where “there is no dispute over the predicate facts of 
the underlying legal proceeding, a court may decide 
probable cause as a matter of law.” 508 U.S. at 63. 
This is consistent with earlier decisions from this 
Court, which similarly describe the issue as one of 
law. See, e.g., Crescent City Live Stock Co. v. 
Butchers Union Slaughter–House Co., 120 U.S. 141, 
149 (1887) (“when there is no dispute of fact, the 
question of probable cause is a question of law, for 
the determination of the court”).  

Because “objective baselessness” is an issue of 
law, the majority correctly reviewed the district 
court’s conclusion on this issue without deference. 
Reviewing legal determinations de novo is what 
reviewing courts are supposed to do, even where the 
standard of review is otherwise deferential. See, e.g., 
Koon, 518 U.S. at 100 (stating that even though the 
abuse-of-discretion standard of review is deferential, 
“[a] district court by definition abuses its discretion 
when it makes an error of law.”); see also FilmTec, 
67 F.3d at 938 (stating that “the question of whether 
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or not a cause of action is reasonable or an abuse of 
process is a question of law” and that “[w]e review 
questions of law without deference to the trial 
forum.”); United States v. Legros, 529 F.3d 470, 474 
(2d Cir. 2008) (“The abuse-of-discretion standard 
incorporates de novo review of questions of law 
(including interpretation of the Guidelines) and 
clear-error review of questions of fact.”). 

Further compelling a de novo standard of 
review for “objectively baseless” determinations 
under Section 285 are the rights that are stake. As 
PRE explained, the “objectively baseless” standard is 
intended to protect the First Amendment right of 
access to the courts. Specifically, PRE required an 
objective test because a “purely subjective definition 
of ‘sham’ . . . would undermine, if not vitiate Noerr,” 
which “shields from the Sherman Act a concerted 
effort to influence public officials regardless of intent 
or purpose.” PRE, 508 U.S. at 58, 60. See also 
California Motor Transport Co. v. Trucking 
Unlimited, 404 U.S. 508, 513 (1972) (extending 
Noerr’s protections to litigants and stating that “the 
right of access to the agencies and courts . . . is part 
of the right of petition protected by the First 
Amendment”). 

Cases in other areas of law emphasize the 
importance of independent appellate review where 
Constitutional rights are at risk. See, e.g., Ornelas v. 
United States, 517 U.S. 690, 699 (1996) (“We 
therefore hold that as a general matter 
determinations of reasonable suspicion and probable 
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cause should be reviewed de novo on appeal.”); 
Cooper Indus., Inc. v. Leatherman Tool Group, Inc., 
532 U.S. 424, 436 (2001) (“courts of appeals should 
apply a de novo standard of review when passing on 
district courts’ determinations of the 
constitutionality of punitive damages awards”); 
Jacobellis v. Ohio, 378 U.S. 184, 189 (1964) (“In 
other areas involving constitutional rights under the 
Due Process Clause, the Court has consistently 
recognized its duty to apply the applicable rules of 
law upon the basis of an independent review of the 
facts of each case”); Bose Corp. v. Consumers Union 
of United States, Inc., 466 U.S. 485, 508 n.27 (1984) 
(“The simple fact is that First Amendment questions 
of ‘constitutional fact’ compel this Court's de novo 
review.”); Miller v. Fenton, 474 U.S. 104, 115 (1985) 
(“we think that it would be inappropriate to abandon 
the Court’s longstanding position that the ultimate 
question of the admissibility of a confession merits 
treatment as a legal inquiry requiring plenary 
federal review”). 

2. This Court’s Cases Cited by 
Highmark as Being in Conflict 
with the Decision Below Do Not 
Involve Constitutional Rights 

Highmark argues that the decision below 
conflicts with Pierce v. Underwood, 487 U.S. 552 
(1988) and Cooter & Gell v. Hartmarx Corp., 496 
U.S. 384 (1990) (Petition at 14-19), but it does not. 
Most significantly, those decisions do not involve the 
same Constitutional concerns that are at stake in 
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cases subject to PRE’s “objectively reasonable” test. 
Peirce, for instance, involves the standard of review 
for awards of fees and costs against the Government, 
so there are no Constitutional rights at risk at all.  

And, although there is some overlap in the 
kinds of misconduct addressed by Rule 11 and 
Section 285 (for instance, both cover litigation 
misconduct), there is rarely, if ever, the kind of 
Constitutional concerns at work in Rule 11 cases as 
there are in cases involving allegedly “objectively 
baseless” claims under Section 285. Most 
significantly, Rule 11 sanctions generally do not 
implicate the First Amendment right of access to the 
courts. Indeed, the Cooter court recognized that 
“[e]ven if a district court indicated that a complaint 
was not legally tenable or factually well founded for 
Rule 11 purposes, the resulting Rule 11 sanction 
would nevertheless not preclude the refiling of a 
complaint.”). Cooter, 496 U.S. at 396.  

The majority also identified other significant 
differences between Section 285 cases and Pierce 
and Cooter. For instance, the majority noted that 
while the EAJA and Rule 11 describe the award as 
discretionary, the discretionary language that had 
been in Section 285 was deleted by the 1952 Patent 
Act. (Pet.App.186a). Additionally, the purposes of 
Rule 11 (to deter litigation abuses) and the EAJA 
(“eliminat[ing] for the average person the financial 
disincentive to challenge unreasonable government 
actions”) are different from the primarily 
compensatory purpose of Section 285. 
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(Pet.App.186a). Another significant difference is the 
amount of money involved. The majority listed a 
series of cases where the fees and costs awarded in 
Section 285 cases were many millions of dollars. 
(Pet.App.187a). In contrast, Rule 11 sanctions are 
usually much more modest (here, certainly, the 
$5,000,000 Section 285 award dwarfed the $35,000 
Rule 11 sanctions) and this Court reasoned that if a 
typical EAJA award exceeded $1,000,000 (as Section 
285 awards do) then “one might expect it to be 
reviewed more intensively.” Pierce, 487 U.S. at 563. 
Finally, unlike Rule 11 sanctions, which are directed 
to a specific point in time, Section 285 awards are 
based on the entire litigation, which in patent cases 
usually involves an appeal if it is litigated to 
judgment in the district court. (Pet.App.188a-189a). 
This not only changes the fundamental nature of the 
inquiry, but also makes the Federal Circuit a better 
arbiter of the “objective reasonableness” of a party’s 
position (let alone the fact that the Federal Circuit 
judges see far more patent cases every year than any 
individual district court judge). (Id.).   

In addition to these reasons, Allcare can add 
one more. In defending the district court’s sanctions, 
Highmark convinced the panel that the evidence 
that caused the district court to withdraw its Rule 11 
sanctions against counsel had no bearing on the 
district court’s findings against Allcare under 
Section 285. Red Brief at 64 (“As this Court has held, 
‘[m]otions under Rule 11 and § 285 are different,’ 
and, for that reason, ‘[a] case interpreting Rule 11 
. . . is inapposite’ to interpretation under §285.”). 
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Highmark cannot legitimately argue to the panel 
that it should not look to Rule 11 cases to decide a 
case under Section 285, and then argue exactly the 
opposite to this Court. 

3. The Decision Below Does Not 
Conflict with Fed. R. Civ.  
P. 52  

Highmark also alleges that the decision below 
conflicts with Federal Rule of Civil Procedure 
52(a)(6), which provides for “clearly erroneous” 
review of a district court’s factual findings. Petition 
at 19-20. But as noted above (supra page 27), the 
majority did not overturn a single factual finding 
made by the district court. To the contrary, the facts 
were either undisputed or, in the specific context of 
PRE’s subjective test, affirmed. (Pet.App.18a). The 
Federal Circuit’s de novo review of the district 
court’s legal conclusion of “objective baselessness,” 
moreover, was entirely consistent with Rule 52. See, 
e.g., Bose, 466 U.S. at 501 (“Rule 52(a) does not 
inhibit an appellate court’s power to correct errors of 
law, including those that may infect a so-called 
mixed finding of law and fact, or a finding of fact 
that is predicated on a misunderstanding of the 
governing rule of law.”). 
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4. The Decision Below Is Not in 
Conflict with Earlier Federal 
Circuit or Other Circuit 
Decisions 

Highmark also alleges that the majority’s 
decision conflicts with earlier Federal Circuit cases 
and cases from other circuits, which state that 
awards under Section 285 are to be reviewed under 
the abuse-of-discretion standard. But as the majority 
explained, even they do not dispute that a Section 
285 award is committed to a district court’s 
discretion. (Pet.App.183a).  

That is not the issue in this appeal. Instead, 
the issue in this appeal is what level of deference 
should the reviewing court give to the lower court’s 
legal conclusion of “objective baselessness”? And, as 
shown above, every circuit court, following this 
Court’s lead, generally reviews a lower court’s legal 
conclusions without deference.5 See supra pages 33-
34. 

Furthermore, cases from the Federal Circuit 
and its sister circuits are entirely consistent with the 
decision below. For instance, the Federal Circuit in 
FilmTec Corp. v. Hydranautics held as early as 1995 
that a district court’s conclusion of “objective 
baselessness” is to be reviewed de novo: 

                                                 
5 None of the cases cited by Highmark states that an 
“objectively baseless” determination should be reviewed with 
deference.  
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The facts of this case have been 
established by prior litigations, and are 
therefore law of the case. Because there 
is no dispute over the facts, the 
question of whether or not a cause of 
action is reasonable or an abuse of 
process is a question of law. . . . We 
review questions of law without 
deference to the trial forum. 

67 F.3d at 938.  

In other areas of law where the legal 
justifications for a party’s actions must be 
considered, other circuit courts treat the issue of the 
party’s reasonableness as one of law that is reviewed 
without deference. For instance, in determining the 
issue of qualified immunity, courts must consider 
“whether an objectively reasonable officer would 
have believed his conduct to be lawful, in light of 
clearly established law,” which “is a question of law 
that must be resolved by the court, not the jury” See, 
e.g., Pitt v. District of Columbia, 491 F3d 494, 509-
510 (D.C. Cir. 2007). Likewise, in considering 
whether searches and seizures were legally justified, 
the other circuits review de novo the issue of 
whether the person challenging the officer’s actions 
had a reasonable expectation of privacy. See, e.g., 
United States v. Nerber, 222 F.3d 597, 599 (9th Cir. 
2000) (“Whether a citizen’s expectation of privacy 
was objectively reasonable is a question of law 
reviewed de novo.”); United States v. Garzon, 119 
F.3d 1446, 1449 (10th Cir. 1997) (“a determination of 
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whether the defendant retained an objectively 
reasonable expectation of privacy in the property 
that society will recognize is a question of law that 
we review de novo”). 

5. The Policy Arguments Presented 
by Highmark and Blue Cross Are 
Inadequate 

Finally, Highmark and the Blue Cross Blue 
Shield Association (as amicus), allege that the 
decision below will make it more difficult for a 
district court to sanction “patent assertion entities” 
or, pejoratively, “patent trolls.” Petition at 2-4,13-
14,26-28; Brief of Blue Cross Blue Shield Association 
at 6-8,9-12.  

Putting aside Highmark’s and Blue Cross’s 
condemnations,6 the standard of review has nothing 

                                                 
6 Allcare, of course, disputes the “troll” label. In fact, Allcare is 
what Blue Cross would call a “good” NPE: “small businessmen 
trying to monetize inventions remaining from failed business 
ventures.” Blue Cross Br. at 12; (A22863;A2441-42;A2778-80). 
Certainly, Allcare’s licensing activities (see supra at 9-12) bear 
no resemblance to the abuses that have garnered so much 
attention from the public, academia, Congress, and the 
Administration. See infra notes 7 and 8. For instance, Allcare 
did not indiscriminately sue companies in the relevant field (in 
this case, healthcare companies) or their customers, nor can it 
be said that it tried to avoid testing the legitimacy of its 
assertions by forcing early “settlement, before reaching 
litigation on the merits . . . .” Blue Cross Br. at 6. To the 
contrary, Allcare litigated its patent through summary 
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to do with proving objective baselessness in district 
courts. Indeed, a recent Federal Circuit decision 
shows that the standard of review cuts both ways, 
and where the undisputed facts show that a 
plaintiff’s position is “objectively baseless,” the 
Federal Circuit will reverse a district court that 
concludes otherwise. See Raylon, LLC v. Complus 
Data Innovations, Inc., 700 F.3d 1361 (Fed. Cir. 
2012) (reversing the district court’s finding that case 
was not exceptional under Section 285). 

In any event, there are numerous bills 
pending in Congress that address “patent assertion 
entities” to one degree or another7 and the 
Administration has also recently shown interest in 
the issue.8 These are much preferable vehicles for 
effecting the policy changes that Highmark and Blue 
Cross seek. 

 

                                                                                                    
judgment, twice; once successfully (in Trigon) and once 
unsuccessfully (here). 
7 See “Saving High-Tech Innovators from Egregious Legal 
Disputes Act” (H.R. 845); “Patent Quality Improvement Act”  
(S. 866); “End Anonymous Patents Act” (H.R. 2024); “Patent 
Abuse Reduction Act” (S. 1013). 

8 http://www.whitehouse.gov/the-press-office/2013/06/04/fact-
sheet-white-house-task-force-high-tech-patent-issues. 
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IV. CONCLUSION 

For the foregoing reasons, Allcare respectfully 
requests that this Court deny Highmark’s petition. 
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