EQUITABLE ATTACKS ON PATENTS
LIVE ON: TWO CASES STUDIES

May 28, 2020




Who are these guys?

And why am |
listening to them?




“Once Is happenstance.

Twice IS coincidence.

The third time, it's enemy action.”

— lan Fleming
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What Is Inequitable Conduct?

Patent prosecutors, inventors, and others have a
duty of candor to the United States Patent and
Trademark Office

* Failure to submit material prior art known by the applicant; or
That duty may be

violated by « Misstatements of fact, including misstatements in affidavits,
concerning patentability

JA ﬁnding of « Afinding that all claims of the patent are “unenforceable”
inequitable o10)810/0[e1 i ° Related patents may be “infected” and declared unenforceable

may have grave * Disciplinary actions against the patent prosecutor
consequences * Antitrust liability
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A Powerful Weapon Overused

“[T]he habit of charging inequitable conduct in almost every major patent case has
[been] an absolute plague. Reputable lawyers seem to feel compelled to make the
charge against other reputable lawyers on the slenderest grounds, to represent
their client's interests adequately, perhaps. They get anywhere with the accusation
in but a small percentage of the cases, but such charges are not inconsequential
on that account. They destroy the respect for one another’s integrity, for being
fellow members of an honorable profession, that used to make the bar a valuable
help to the courts in making a sound disposition of their cases, and to sustain the

good name of the bar itself.”

Burlington Indus., Inc. v. Dayco Corp.,
849 F.2d 1418, 1422 (Fed. Cir. 1988).
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Two Elements to Inequitable Conduct

teriality
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Materiality Before Therasense

The Materiality Prong Shifted Over Time as the USPTO
Changed Its Standard Under Rule 56

The “reasonable examiner” standard after the 1977 amendments to 37 CFR
1.56

» “substantial likelihood that a reasonable examiner would consider the reference
important in deciding whether to allow the application to issue as a patent”

“Prima facie (plus)” after the 1992 amendments to 37 CFR 1.56

= The reference establishes, by itself or in combination, a prima facie case of
unpatentability of a claim, or

= |t refutes, or is inconsistent with, a position the applicant takes in opposing an
argument of unpatentability or asserting an argument of patentability
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Intent Before Therasense

The Federal Circuit Articulated Intent in Multiple Ways

Court views the conduct in light of all the evidence (“totality of the
circumstances”)

Absence of a good faith explanation for conduct may be evidence to support
a finding of inequitable conduct

Inference must be the single most reasonable inference able to be drawn
from the evidence

Court must determine whether that conduct in its totality manifests a
sufficiently culpable state of mind to warrant a determination that it was
Inequitable
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Inequitable Conduct After Therasense

Materiality

« A new “but-for" test

e The PTO would not have allowed a
claim had it been aware of the
undisclosed prior art

* Exception: Affirmative egregious
misconduct

* “When the patentee has engaged in
affirmative acts of egregious
misconduct, such as the filing of an
unmistakably false affidavit, the
misconduct is material.”
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Intent to Decelve

» Applicant knew of the reference, knew
it was material, and made a deliberate
decision to withhold it

» Specific intent to deceive must be "the
single most reasonable inference
able to be drawn from the evidence.”




Commentator’'s Takes on Therasense
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“The reports of my death are
greatly exaggerated.”

—Mark Twain
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A New Paradigm?

Transweb LLC .
3M Innovative
Properties Co.

Apotex, Inc. v.
UCB, Inc.

Intellect Wireless,
Inc. v. HTC Corp.

Inventor
Henderson
engaged in a
“pattern of
deceit”

In-house counsel “In the aggregate, Dr.
“undertook an Sherman's conduct
intentional evidences a pattern
scheme” of lack of candor”
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Two Recent Cases

GS CleanTech Corp. v. Adkins Energy LLC.,
No. 16-2231 (Fed. Cir. Mar. 2, 2020)

Gilead Sciences Inc. v. Merck & Co. Inc.,
888 F.3d 1231 (Fed. Cir. 2018)
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The District Court’s Seven Deadly Sins
Committed by CleanTech

1. Failure to disclose the June 2003 Report of testing

. Failure to disclose the July 2003 Test results

. Failure to disclose the July 2003 System Diagram

. Failure to disclose the July 31, 2003, Proposal

. Its “threat” to Agri-Energy

. Material misstatements in the First Cantrell Declaration

. Material misstatements in the Second Cantrell Declaration

squirepattonboggs.com



The District Court’s Seven Deadly Sins
Committed by CleanTech

1. Failure to disclose the June 2003 Report of testing

. Failure to disclose the July 2003 Test results

. Failure to disclose the July 2003 System Diagram

. Failure to disclose the July 31, 2003, Proposal

. Its “threat” to Agri-Energy

. Material misstatements in the First Cantrell Declaration

. Material misstatements in the Second Cantrell Declaration

squirepattonboggs.com



The District Court’s Bottom Line on Inequitable
Conduct

squirepattonboggs.com

“[T]he inventors made a mistake in July/August
2003 and offered their invention for sale to Agri-
Energy. Later, they took affirmative steps to hide
that fact from their lawyers, then, later the PTO
when they learned that it would prevent them from
profiting from the patents.”

“It appears to the Court that the lawyers ignored the
red flags waiving before them. In order to believe
[Inventor] Cantrell, they had to ignore other evidence
... it appears to the Court that the attorneys
substituted advocacy for candor ....”




CleanTech’s Pre-Filing Activities

Jun. to Jul. 2003

CleanTech conducts
two tests of its oll
recovery invention

Jun. to Jul. 2003

CleanTech creates
an Oil Recovery
System Diagram

describing the
invention
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CleanTech’s Pre-Filing Activities

Jun. to Jul. 2003 Jul. 31, 2003

CleanTech conducts CleanTech creates a
two tests of its oil proposal for Agri-
recovery invention Energy to try

CleanTech’s invention

Jun. to Jul. 2003

CleanTech creates an

Oil Recovery System

Diagram describing
the invention
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The July 31, 2003, Proposal Included an Offer to
Purchase for $423,000

July 31, 20431

Mo-Risk Trial:
VDS will allow Agri-Energy 60 days to operata the unit and confirm its value, At
the end of the 60 days Agri-Energy will either:
a) purchase the system (system price: $423,000.) or,
b} return the skid 1o VDS (no questions asked).
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CleanTech’s Pre-Filing Activities

Jun. to Jul. 2003 Jul. 31, 2003

CleanTech conducts CleanTech creates a
two tests of its oil proposal for Agri-
recovery invention Energy to try

CleanTech’s invention

Jun. to Jul. 2003 Aug. 1, 2003

CleanTech creates Inventor Cantrell
an Oil Recovery emails Agri-Energy,
System Diagram attaching the July

describing the 31, 2003, Proposal
invention
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CleanTech Emailed the July 31, 2003, Proposal to
Agri-Energy on August 1, 2003

From:
Sont:
To:

Ce:
Subject
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Attachments:

David F. Cantrell [dicantrell@earthlink.net]

Friday, August 01, 2003 11:29 AM

Jay Sommers

Mark Lauderhaugh; AA-David Winsneas, Gerald Winter

VDT Ethanol Ol Recovery System

Quaote 11jul03 rev2.doc; Ethanol Payback Profitability Information.xls

Please review the attached proposal.




CleanTech’s Pre-Filing Activities

Jun. to Jul. 2003 Jul. 31, 2003 Aug. 18, 2003

CleanTech conducts CleanTech creates a Inventor Cantrell
two tests of its oil proposal for Agri- presents CleanTech’s
recovery invention Energy to try Proposal to the Agri-

CleanTech’s invention Energy Board

Jun. to Jul. 2003 Aug. 1, 2003

CleanTech creates Inventor Cantrell
an Oil Recovery emails Agri-Energy,
System Diagram attaching the July

describing the 31, 2003, Proposal
invention
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CleanTech’s Pre-Filing Activities

Jun. to Jul. 2003 Jul. 31, 2003 Aug. 18, 2003

CleanTech conducts CleanTech creates a Inventor
two tests of its oil proposal for Agri- presents Clean
recovery invention Energy to try Proposal to the\Agri-
CleanTech’s invention Energy Board

Jun. to Jul. 2003 Aug. 1, 2003 <

CleanTech creates Inventor Cantrell
an Oil Recovery emails Agri-Energy,
System Diagram attaching the July

describing the 31, 2003, Proposal
invention
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Aug. 17, 2004

CleanTech files a

provisional patent

application at the
USPTO




CleanTech Commences Litigation...and Makes a
Threat!

May to Jun. 2009

CleanTech subjected
to patent due
diligence by a

potential investor
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CleanTech Denied Having Information About
Offers to Sell

—————
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CleanTech Commences Litigation...and Makes a
Threat!

May to Jun. 2009

CleanTech subjected
to patent due
diligence by a

potential investor

Sept. 2009

Cantor Colburn
adds contingency
fee litigation to its
prosecution work
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CleanTech Commences Litigation
Threat!

...and Makes a

May to Jun. 2009 Feb. 2010

CleanTech subjected CleanTech files the
to patent due first of over twenty
diligence by a patent infringement

potential investor suits

Sept. 2009

Cantor Colburn
adds contingency
fee litigation to its
prosecution work
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CleanTech Commences Litigation...and Makes a
Threat!

May to Jun. 2009 Feb. 2010

CleanTech subjected CleanTech files the
to patent due first of over twenty
diligence by a patent infringement

potential investor suits

Sept. 2009 Mar. 18, 2010

Cantor Colburn Inventor Winsness
adds contingency discovers an original
fee litigation to its of the July 31, 2003,
prosecution work Proposal in Inventor

Cantrell’s home files
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CleanTech Commences Litigation...and Makes a
Threat!

May to Jun. 2009 Feb. 2010 Mar. 24, 2010

CleanTech subjected CleanTech files the Original copy of the
to patent due first of over twenty July 31, 2003,
diligence by a patent infringement Proposal provided

potential investor suits to Cantor Colburn

Sept. 2009 Mar. 18, 2010

Cantor Colburn Inventor Winsness
adds contingency discovers an original
fee litigation to its of the July 31, 2003,
prosecution work Proposal in Inventor

Cantrell’s home files
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CleanTech Commences Litigation...and Makes a
Threat!

May to Jun. 2009 Feb. 2010 Mar. 24, 2010

CleanTech subjected CleanTech files the Original copy of the
to patent due first of over twenty July 31, 2003,
diligence by a patent infringement Proposal provided

potential investor suits to Cantor Colburn

Sept. 2009 Mar. 18, 2010 May to Jun. 2010

Cantor Colburn Inventor Winsness Inventor Winsness
adds contingency discovers an original learns from a
fee litigation to its of the July 31, 2003, competitor that it
prosecution work Proposal in Inventor has an invalidity

Cantrell’s home files opinion
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CleanTech Commences Litigation...and Makes a
Threat!

May to Jun. 2009 Feb. 2010 Mar. 24, 2010 Jun. 2010

CleanTech subjected CleanTech files the Original copy of the Inventor Winsness
to patent due first of over twenty July 31, 2003, conducts an
diligence by a patent infringement Proposal provided “unannounced”

potential investor suits to Cantor Colburn visit to Agri-Energy

Sept. 2009 Mar. 18, 2010 May to Jun. 2010

Cantor Colburn Inventor Winsness Inventor Winsness
adds contingency discovers an original learns from a
fee litigation to its of the July 31, 2003, competitor that it
prosecution work Proposal in Inventor has an invalidity

Cantrell’s home files opinion
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The Court Concluded That Inventor Winsness
“Threatened Agri-Energy with Legal Action”

CleanTech Testimony:

Inventor Winsness:  He “confronted” Agri-Energy employees about
“why they were dealing with” CleanTech’s
competitor”

He wanted to “clear the air” by having Agri-Energy
discuss the issue with Cantor Colburn

Agri-Energy Testimony:
Darryl Nelson: He was “surprised by Winsness'’s visit”

Inventor Winsness offered Agri-Energy a “royalty free
license in exchange for Agri-Energy’s willingness to
admit that the pending patents were valid”

Winsness’s visit left Nelson with a “negative impression”
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CleanTech Commences Litigation...and Makes a
Threat!

May to Jun. 2009 Feb. 2010 Mar. 24, 2010 Jun. 2010

CleanTech subjected CleanTech files the Original copy of the Inventor Winsness
to patent due first of over twenty July 31, 2003, conducts an
diligence by a patent infringement Proposal provided unplanned visit to

potential investor suits to Cantor Colburn Agri-Energy

Sept. 2009 Mar. 18, 2010 May to Jun. 2010 Jul. 27, 2010

Cantor Colburn Inventor Winsness Inventor Winsness  Litigator Rye sends
adds contingency discovers an original learns from a a “confirmatory”
fee litigation to its of the July 31, 2003, competitor that it letter to Agri-
prosecution work Proposal in Inventor has an invalidity Energy

Cantrell’s home files opinion
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The Court Concludes That Cantor Colburn’s
“Confirmatory Letter” Was a “Thinly-Veiled Threat”
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The Saga of the July 31, 2003, Proposal and the
August 1, 2003, Emaill

Aug./Sept. 2010

Inventor Cantrell
recalls first giving
the 2003 Proposal
to Agri-Energy on

Aug. 18, 2003
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The Saga of the July 31, 2003, Proposal and the
August 1, 2003, Emaill

Aug./Sept. 2010

Inventor Cantrell
recalls first giving
the 2003 Proposal
to Agri-Energy on
Aug. 17, 2003

Nov. 9, 2010

CleanTech and
Cantor Colburn file
the First Cantrell
Declaration with the
PTO
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Apparently Unaware of the August 1, 2003, Emaill,
Inventor Cantrell Swears to August 18, 2003
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The Saga of the July 31, 2003, Proposal and the
August 1, 2003, Emaill

Aug./Sept. 2010

Inventor Cantrell
recalls first giving
the 2003 Proposal
to Agri-Energy on
Aug. 17, 2003

Nov. 9, 2010

CleanTech and
Cantor Colburn file
the First Cantrell
Declaration with the
PTO
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Sept. 21, 2011

First Cantrell
deposition

2011




Inventor Cantrell Is Confronted for the First Time
with the August 1 Email and 2003 Proposal
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The Saga of the July 31, 2003, Proposal and the
August 1, 2003, Emaill

Aug./Sept. 2010 Sept. 21, 2011

Inventor Cantrell First Cantrell
recalls first giving deposition
the 2003 Proposal
to Agri-Energy on

Aug. 17, 2003

2011

Nov. 9, 2010 Apr. 10, 2012

CleanTech and CleanTech and
Cantor Colburn file Cantor Colburn file
the First Cantrell the Second
Declaration with the Cantrell
PTO Declaration with
the PTO
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Inventor Cantrell Failed to Adequately Correct the
False Statements in the First Cantrell Declaration
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For those of you who require CLE credits please note the following states have
been approved for Diversity & Inclusion CLE: AZ,CA, NJ and NY. Pending in SC
and VA.

Please write down the following affirmation code PAT528

A couple business days after today’s session you will receive an email with a link
to the uniform certificate of attendance and program evaluation to complete
and SUBMIT to Robin Hallagan at robin.hallagan@squirepb.com.
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Merck: Success Before the Jury

Gilead launched a hugely Sales of those drugs
successful product to were almost The jury awarded $200

treat HCV after e N
ourchasing a company $20 billion in 2015 million in damages

called Pharmasset

Merck claimed Gilead After a two-week trial,
infringed its patent the jury unanimously

covering Gilead’s core _—
compound, sofosbuvir, upheld the_ validity of
all 10 claims of the

the backbone in Gilead’s
Sovaldi® and Harvoni® Merck patents
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Meet Phil Durette

‘ Bench scientist turned patent attorney

‘ Prosecuted cases covering so-called “nucleoside inhibitors”

As Merck looked to expand its portfolio, it entered due diligence with Pharmasset, a
leader in nucleoside chemistry

the structure of its unpublished lead compound, PSI-6130

Told Pharmasset he was on the “clean team”

‘ Not on the “clean team,” but nevertheless joined a call where Pharmasset disclosed

‘ Drafted a claim covering PSI-6130 in a Merck application after Phrmasset published the
structure

When Merck accused Gilead of patent infringement, Gilead claimed that Merck had “unclean hands”
based on Dr. Durette’s participation in the diligence and sought to have the jury decision vacated
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Dr. Durette’s Deposition Testimony

Q: How are you so sure 11 years later that you were never told what the
structure was for the 6130 compound?

A: The structure was not revealed to me by individuals at Merck or
otherwise. I'm positive of that. | never saw a structure of the Pharmasset
compounds until it published later on in time. . .

Q: How can you be so sure of that memory?

A: So this was assigned to another person. So | would not have participated
In a phone call wherein it was a potential for the revelation of the structure to
Merck counsel.

Q: Why would that have been inappropriate for you to have been told the
structure of 61307

A: Because | was prosecuting a docket which had potential a conflict with
Pharmasset’s IP positions on the subject matter.
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Not On That Call?

“At the time of his deposition, no one told Dr. Durette that
Pharmasset’s Alan Roemer had taken contemporaneous

notes of that March 17, 2004, patent due diligence phone
call. . . Mr. Roemer testified that Dr. Durette participated
In the call and that Dr. Durette was provided the
structure of PSI- 6130 on that call. ”
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Trial Didn’t Improve Dr. Durette’s Situation

“When confronted with his deposition testimony that he had
not participated in the Pharmasset-Merck due diligence
call, Dr. Durette said he was “relying too much on his
memory.”

“Dr. Durette attempted to explain away his deposition
testimony by stating that he had a lapse in memory and
‘over concluded’ based on his memory. . .”
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The Court Appeared Displeased

“Throughout the prosecution of this case, Dr. Durette continued to
deceive Gilead and this Court. . .It is overwhelmingly clear to the Court
that Dr. Durette sought at every turn to create the false impression
that Merck’s conduct was above board.

“Moreover, while perhaps a common and convenient post-fabrication
excuse, a memory lapse does not explain Dr. Durette’s confident and
sanctimonious deposition testimony, nor does it explain Dr.
Durette’s sudden moments of purported clarity at trial, when for
example, he magically recalled meeting with a supervisor prior to
attending the 2004 phone call with Pharmasset.”
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The Court Appeared Displeased

“In this case, numerous unconscionable acts lead the Court to conclude that
the doctrine of unclean hands applies”

Merck’s misconduct includes

= Lying to Pharmasset

= Misusing Pharmasset’s confidential information

= Breaching confidentiality and firewall agreements, and
= Lying under oath at deposition and trial

“Any one of these acts—Iying, unethical business conduct, or litigation
misconduct— would be sufficient to invoke the doctrine of unclean hands; but
together, these acts unmistakably constitute egregious misconduct that
equals or exceeds the misconduct previously found by other courts to
constitute unclean hands.”
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Thank You

Greg Chopskie Rahul Pathak

Partner, San Francisco Partner, Palo Alto

T +1 415 954 0310 T +1 650 843 3304

E greg.chopskie@squirepb.com E rahul.pathak@squirepb.com
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Global Coverage

Abu Dhabi
Atlanta
Beijing
Berlin
Birmingham
Boblingen
Bratislava
Brussels
Cincinnati
Cleveland
Columbus
Dallas
Darwin
Denver
Doha
Dubai
Frankfurt
Hong Kong
Houston
Leeds
London
Los Angeles
Madrid

Manchester Africa
Miami Brazil
Milan Caribbean/Central America
Moscow India
New Jersey Israel
New York Mexico
Palo Alto Turkey
Paris Ukraine
Perth

Phoenix

Prague

Riyadh

San Francisco

Santo Domingo

Seoul

Shanghai

Singapore

Sydney

Tampa

Tokyo

Warsaw

Washington DC
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