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: EVOLUTION OF TI-IE INEQUITABLE
CONDUCT DEFENSE IN PATENT LITIGATION

RobertJ Goldman* .
]NTRODUCTION

The statutory patent right to exclude othefs from practicing the claimed

invention is inherently valuable to the-patent owner.! The value of what '

the public receives in return for this right is ‘based in Iarge part upon the
assumption that the inventor has dealt honestly with the Patent and Trade-
mark Office. Towards this end, the patent statute tries to define a stan-
dard of what constitutes honest, equitable conduct, e.g., the dxsclosure and
claiming requirements of 35 U.S.C. §§ 112-114, and the oath tequu'ed ‘
by 35 U.S.C. § 115, which asks the inventor to swear that “he believes B
himself to be the original and first inventor” of the claimed subject matter. . -

- Even in a perfect world, in which all inventors and their attorneys were.
saints, these requirements would raise guestions about the bounds between . "

honest and inequitable conduct. An attorney pract:cmg before the Patent ‘-

and Trademark Office is torn between the two conflicting principles of the

high duty of candor owed to the patent examiner, who represents the
public interest, and the duty of advocacy on behalf of his client.?” Add to
this the mismatched resources of perennially over-taxed patent examiners
confronted with “the antlike persxstency of [patent] ‘solicitors.”> The
potential for mischief is great,

The defense of inequitable conduct by the patent applicant as- bar to
enforcement of a patent first was recognized by the Supreme Court in
1945.* A substantial body of law has developed in the 47 years since

* Fish & Neave, New York, N.Y. 1am grateful for research assistance from my associ-
ate, Gerald . Flatmann, and from Carol Hoffan of the Fish & Neave library. - An earlier
version of this paper was presented at the ALI-ABA Course of Study in Patem Law Litiga- -
tion, December 4-5, 1992, Washington, D.C.

1. See United States v. Bell Tel. Co., 128 U.5. 315, 370 (1888); see also Hon Simon
H. Rifkind, The Romance Discoverabie In Patent Cases, 16 F.R.D. 253, 255 (1954) (“Patent
suits are fought for money and for the power to make money. . . . and the prize is sometimes
very large indeed. . . .7).

2. Mueller Brass Co. v. Reading Indus., Inc., 352 F. Supp. 1357, 1379 (E. D Pa. 1972),
aff'd without opinion, 487 F.2d 1395 (3d Cir. 1973). .
3. Lyonv. Boh, 1F.2d 48, 50 (S.D.N.Y. 1924)(1.eamedHand 1), revid, 10 F.2d 30

(2d Cir. 1925).

4. Precision Co. v. Automotive Co., 324 U. S 8G6 (1945). But ¢f. Keystone Co. v.

Excavator Co., 290U.S. 240 (1933) {ruling that inequitable conduct in obtaining a temporary
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t.hen partmnlaﬂy in the decisions of t.he Federal Cu'cmt over its firs ‘10

.years. To place those decisions in coniext, itis useful to trace the devel-
opment of the law concemmg mequltable conduct from the begmmng of
the patent system. ‘

This development is traced in the four sectlons that follow Sectmn [
T explores the state of the law before 1945; when courts were. relu;tant/-'_ T
torecognize an inequitable conduct defense desplte provmlons of the patent W s
statutes of that time. Those laws are discussed in con_]uncuon with their

judicial interpretations, with the section leading to the birth of the doctrme -

of inequitable conduct. Section II examines the developmenthof the ‘ -
inequitable conduct doctrine in the regional _Cp_urts of Appenls for the TR
years 1945-1982. During this period, the courts experimented witha - =

variety of different standards as the law developed ona case-_by-i:ase basis.
The decisions of the Federal Circuit, which was created in 1982, tried to -

harmonize these diverse standards. - The result was that in the m1d-1980’ e

it became easier—some said too easy—to assert the defense. Later decx
sions attempted to return the defense closer to'its pre-1982 boundanes

This is discussed in Section III, which lays out the lmportant decisions -

made by the Federal Circuit. Finally, Section IV both dxscusses the recent

revisions to the rule defining the type of conduct wlnch results in aﬁndmg o

of inequitable conduct and identifies some of the issues which have notj '
yet been resolved. ' ' '

I. A STATUTORY DEFENSE IGNORED:
THE LAW BEFORE 1945

Each of the patent statutes before the current 1952 Act contained
specific provisions creating some form of a private remedy againSt pro-
curement of a patent by fraud. What is striking about the law before 1945
is the reluctance of courts to apply those provisions either to void an
already-issued patent or to defend against a charge of mfnngement

On reflection, this should not seem eurpﬁsing. First, the statutory
provisions were framed .in terms that. courts interpreted as requiring
something akin to proof of common law fraud or deceit. Those torts
required proof of reliance by the injured party and proof of prokimnte
damage. Neither of these factors was present in a patent case, where the

injunction to restrain patent infringement was bar to enforcement of the injunction). .



CNe.l] lneqmtab]e Conduct Defense

m:srepresentatmns had been made to the Govemment ‘not to the pnvatef? : :;_- R
litigant complammg of the misconduct.. Fraud asa defense in lmgauon EEE

as in a fraudulent mducement to enter mto a contract was an equltable -

defense that was long disfavored, “seldom dlscussed and nowhere defini-" - o

tively established, and . poorly comprehended by the courts =3

Moreover, then as now, the defense was' usually being asseried by a |
party in the unfavorable equitable position of a patent mfrmger For
example, in Vorzex Manufacturing. Co. v. Ply-Rite Contracting Co. 6there e

was evidence that an affidavit concerning the results obtamed bya patent
process was erroneous. - The court said: ;

Whether there was willful misrepi'esentation in this instance, -

or whether the Patent Office was in fact misled by it, we are’

not now called upon to decide, in VieW of the firmly estab- . ..
lished principle that a defendant in an infringement suit may '
pot raise the issue of fraud or deceit in the obtammg of the
patent.”

This view continued to have adherents, even in the Supreme Ceuri,
through 1944.% As will be seen, the doctrine of inequitable conduct arose
more from a growing hostility to patents as monopolles than it did from :
a new-found abhorrence of fraud. :

A. The Patent Acts of 1790 and 1793

The Patent Act of 1790° authorized private actions to seek repeal "of :
a patent proctired by fraud. Section 5 of the 1790 Act provided:

And be it further enacted, that upon oath or affirmation made
before the judge of the District Court, where the defendant
resides, that any patent which shall be issued in pursuance
of this act, was obtained surreptitiously by, or upon false
suggestion, and motion made to the said Court, within one

5. W. PAGE KEETON ET AL., PROSSER AND KEETON ON THE LAW OF TORTS § 105, at’
728, 731-32 (5th ed. 1984).

6. 33 F.2d 302 (D.Md. 1929).

7. Id. at 310, ’

8. See Hazel-Atlas Co. v. Hartford Co., 322 U.8. 238, 270 (1944) (Roberts, J., dissent-
ing).

9. Actof Apr. 10, 1790, ch, 7, 1 Stat. 109 (1790). .
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year after i 1ssumg the satd patent but not afterwards, 1t shall
and. may be lawful to and for the ]udge of the said District
Court, if the matter alleged shall appear to him to be sufﬁ-
cient . . . to repeal such patents S

Unsuccessful plaintiffs were requn‘ed to “pay a!l such costs as the defen« 5
dant shall be put to in defending the suit;”"

The Patent Act of 1793 extended the ﬁlmg penod for these private

actions to three years after issuance of the patent but otherwnse retained
the language of the 1790 Act regarding the authonzatton ot' pnvate ac-
tions."> More notably, the 1793 statute watered ‘down the requu'ement that~
a patent application be examined -efore it was issued." However the
applicant was requtted to make oath concerning his entltlement to the

patent.'® The questmn of whether the patent had beén obtained “surrepti- -

tiously, or upon false suggestion™ was apparently to be left to subsequent
litigation. :

B. The Patent Act of 1836

- The system of issuing patents without significant examination did not

work. An 1836 Senate Committee report found, inter alia, that the system‘ o

led 1o fraud by would-be patentees:

1. A considerable portion of some of the patents granted
are worthless and void, as conflicting and infringing upon
one another, or upon public rights not subject to patent
privileges, arising from either a want of due attention to the
specification of claim, or from the ignorance of the patentees
of the state of the arts and manufacturers, and of the inven- -
tions made in other countries, and even in our own.

10. §5,1 Stat. at 111,

11. H.

12. - Act of Feb. 21, 1793, ch. 11, 1 Stat. 318 (1793).

13. See § 10, 1 Stat. at 323.

14. Section ! of the 1790 Act required “the Secretary of State, the Secretary for the
Department of War, and the Attomey-General, or any two of them [to] deem the invention
ordiscovery sufficiently useful and important. . . .,” whereas Sections 1 and 3 of the 1793
Act authorized issue of a patent on the filing of sworn petition, descnpuon of the invention,
and examination by only the Attorney General.

15. Hd. §3.
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4. Tt opens the door to frauds, wluch have already be- it
come extensive and serious. 8" -

The Patent Act ef'1836 establihed the Pateat Office and charged it = .
with the examination of patent appllcatmns 1" ‘This reqmred the Patent
Office to assess the merits of an apphcant’s t:nntentmns about the pnor" L

art and “the part, improvement, or combination, which he claum as his L
own invention or discovery.”"® The oath requu'ement ‘was. contmued 1

The 1836 Patent Act eliminated the provision authorizing an action to - S

repeal an issued patem However, the statute allowed an accused mfrmger
sued in an action at law to assert. that the patent had been 1mproperly ob«_ i

tained.® Nevertheless, eatly Supreme Court decrsmns adopted a very' T

restrictive view of a litigant’s ab:hty to challenge fraudulent patent pro- E
curement. o
In Rubber Conipany v. Goodyear A the Court held that apnvate lltlgant - i

suing for infringement in equity, rather than at law, could not assert the
defense of fraudulent procurement. The Court based its decnsron onthe

absence of a repeal provision in the- 1836 Act and on' Eughsh precedent
under which only the Crown could seek cancellation of letters patent
through a writ of scire facias.” z Finally, the patent bemg challenged in

Goodyear was an extension of an earlier issvued patent, issued pursuant 1o : .': '
Section 18 of the 1834 Act.? Because that section did not- itself provrde i

for challenges to the grant of an extensmn on the grounds of fraud the ‘
Coust ruled: ‘ o T '

We are not, therefore, at hberty to enter upon the examma
tion of the evidences of fraud to Wh]ch we have been mv:ted
by the counsel] for the appellants The door to that i inquiry -
in this case is closed upon us by the hand of the law.”*

16. The Patent Act of 1836, 11. PAT. OFF. S0C"Y 203, 205 (1919) reprinted in OUTLINE
OF THE HISTORY OF THE UNITED STATE PATENT OWICE 91, 9394 in 18 'J. PAT. OFF.
Soc'y, no.7 (1936).

17. Patent Act of 1836, Ch. 357, §§ 1 7,5 Stat 117 (1836).

18, M. §§6,7.

19. M. § 6.

20. M. §15.

21. 76 U.8. (9 Wall.) 788 (1869).

22. M. at 796-97. ‘

23. Under the 1836 Act, a patent term was 14 yeats. Prior to the expnatmn the
patent owner could apply for 2 7-year exiension of that term. . Patent Act of 1836 8§ S,
18

<24, 76 U.S. (9 Wall.) at 798.
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| o throughfrand and secking that the patent | bedeclared voxdas of n‘_songmalr.j
. expiration date.” The Supreme Court afﬁrmed me dismissal of the bill, 7 )

ceedings for the purpose of vacatmg or. ‘mcmdmg the patem wlnch the
- government has issued to an md1v1dual . .

Hd. at 441.

. 26 F.2d 651, 660 (Sth Cir.), cert. denied, 278 U.S. 635 (1928), and Steinfue Patents Cotp. -~

Sumlarly, mMowr;v V. W}umey San accused‘-mfnnger sued inequity, -
allegmg that the patent owner- had obtamnd an- extens:on of_]ns paten

holding that “no one but the govemment . ‘can. mstitute Judu:lal p

-C. The Cam‘altdated Patem Aa‘ of ’870\

The next major revision of the patent statute was’ the Consolldated‘
Patent Act of 1870.” Section. 61 of the Act aga.m enumerated defenses‘_"_' -

to a suit for patent mfnngemem mcludmg

First. That for the purpose of deceiving the public the
description and specification filed by the patentee in the - . . .
patent office was made to contain less than ﬂié‘whole tuth -
- relative to his invention or discovery, or more than i is necw- SR
sary to produce the desired effect or, ,f e

Second. That he had surrepnuously or unjustly obtamed -
- the patent for that which was in fact invented by anuther ‘

-25. 81 U.S. (14 Wall.) 434 (1871). ‘
26. Id. at 437. A patent mfnngement acuon in eqmty was thcn pendmg between thc

parties in another District. .
27. The Court reasoned:

1." The fraud, if one exists, has been practiced on the government, and as
the party injured, it is the appropriatz party. to assert the remedy or seek
relief. 2. A suit by an individual counld only be conclusive in result as™
between the patentee amd the party suing, and it would remain a valid instru-; - -
mentasto all others. 3. The patentee would or might be subjecwdto immu-
merable vexatious suits to set aside his patent, since a decres in his: favor

in oze smtwouldbcno bartoasmtby anoﬂlerpmy :

Later cases to the same effect are Carson Jnv. Co. v: Anaconda Cupper Mmmg Co

v. 1. Meyerson, Inc., 56 F.2d 372, 381 ED.N.Y. 1931), madg‘ied 62F. zdzss (2dC:r AR
1932). R

28, 81 U.S. (14 Wall) at 439,
'29. 16 Stat. 198 (1870).



- when laissez-faire capltahsm was giving way t0a growmg hostility: to the

'No. 1] :"_ Ineqmtable Conduct Defense

Who was usmg reasonable dlllgence in adaptmg'andperfect
mg the same . ’“ F -

The statute made plam moreover, that “the hke defenses may be pleaded
in any suit in equity for relief agamst an alleged mﬁmgemen?t . .‘.-_."" ‘
Y United States v. Bell Telephone Co.,” the Supreme Court expressly‘

- recognized the power of the Government to sue in equity. tovoid a patent #
* that had been obtained by fraud,® a power which was alluded to in dicta’
mMowry v. Whitney.® In opposmg the Govemment’s claim; Bell Tele-~'_‘
phone asserted; inter aha, that the sole remedy for ﬁaudlﬂent pmcurement '
was a defense to a charge of mﬁ'mgement based. on R:S. § 4920 The-:
Court re_]ected this argument on several gronnds among theni that the:-’
statute - :

[does] not in any geneml fnrm declare that aperson sued for‘ e
an infringement of a patent may set up as a defence thatit * . S
wag procured by fraud or deceit, [but rather] in effect spec1- e
ffies] various acts of fraud which the infririger may-rely upon. -

as a defence toa suit agamst lnm fonnded npnnthat mstm

* Tie late 1880%s, when Bell Te!ephone Co was. dec:ded was.a'penod,

- concentrated econozmc power of industrial trusts. There was aw:despreexl
“demand for government action to curb the more abuswe and monopohsnc L
g power of large companies, culminating in the passage of the Sherman Act.
in 1890 and the Clayton Act in 1914.% The exclusive économic. nghts. o
conferred by the patent grant were not immune from these changing
' attitudes. The Bell Telephone Co. Court vxgorously asserted mmbecause
the government “ha[d] taken from the public rights of immense valveand .

bestowed them upon the patentee” and because it was the government that

30. Id. at 208. : ' )
“31. Id. Section 61 of the 1870 Actbecame Section 4920 of TheRevwed Slam!es cnacn:d '
in 1874, and Section 69 of ‘Fitle 35 of tie United States Code in 1925 : ‘ ‘
32,128 U.S. 315 (1883) .
33. H. at 368-70: :
34.: 81 U.S. (14 Wall.) 434 (1871)
.35, 128 U.S. at 371-72. ‘ S R
36. See generally 1 VON KALINOWSKI, ANTITRUST LAWS AND TRADE R.EGULAT[ON §§ L
2, 02[2] [3] (1969 re\rlsed 1992) . . i



been procured by fraud Flrst a tngh threshold ofproot' was requi
The Supreme Court ‘made- plam m a second suit by the Umted"States
against the Bell Telephone Company that even the Govemment would be
held to a strict standard of proof in any subsequent attacks on 1SSued
patents.® e
Accused infringers faced the sare: burden vrewed more stnctly be-_'
cause of their own inequitable position. For example, in CeIlquzd Man-"f e
uﬁacmnng Co. v. Russell * the court stated that "

Itis seldom that a patent has been overthrown under [R S 2
4920]. It is not sufficient that the speclﬁcanon contams less -
than the whole truth, but the omrssmn must have been made o _ ._ e ,
with intent to deceive the public. . ... The burden is wpon - o e

the defendants to prove the defense, and they have. falled 0 o
do so. . . . There is hardly: a controversy upon!hequestlonq"‘” N A
.ofmfnngement. A construction of the patent which would e e
enable the defendants to escape the chargewouldberlhberal : T A
and one unwarranted by the proof u ARSI

The courts also reqmred a defendant to show that the mrsstatement o t.he
Patent Office was material to the grant of the patent.  For. example in oo
Burke Electric Co. v. Independent Pneumauc Tool Co.,“ Judge I-land_‘

37. 128 U.S. at 370. One of the distinctions discussed by the Court i m this case and in :
Mowry between a suit by the Govemnment and a suit by a private party. was that a ]udgment )
of invalidity in a private suit would not prevent the patent owner from sning others who were
notparties to that suit. Mowry; 81 U.S, (14 Wall.) at 441; Bell Telephone, 128 U.S. at372. -
This distinction is no longer true. - In Blonder-Tongee v. Univ. Found., 402 U.S. 313
{1971), the Supreme Court held that a patent owner whose patent is held invalid in a final
judgment is collaterally estopped from asserting that patent zzain, . The Blonder-Tongue role’
also applies to final Jjudgments of unenforceability for inequitable conduct. See id. at 343
347 (citing Precision Co. v. Automotive Co., 324 U.S. 806, 816 (1945)).. 5 :

38. United States v. Béll Tel. Co., 167 U.S. 224, 262 (1897). The Government had -
accused American Bell Telephone of having delayed for 13 years the prosecunon ofan ¢ X
improvement patent on the telephone until the expiration of Bell’s original patent for the .~
purpase of illegally extending the time of its monopoly on telephone m;lmology The Court-
found that the Government had failed to prove its al]eganon. '

39. 37 F. 676 (C.C.S.D.N.Y. 1889).

40. Id. at §79.

41. 232 F. 145 (2d Cir. 1916).




. faddedtoh:s ﬁndmgofnomtenttodecewe aﬁndmgthatthemlsstatement“
if any;. ‘was not material. becanse it did not. ‘concern the struc_ture J'f the‘1
* motor (the sub]ect of the: patem clatms) but rather the way that the mutnr.’
would perform. 2 “
o Im Corona Co. v. Davan Corp' 3 the Supreme Court 1mp11ed-that the}
Tequired matenallty was not satlsﬁed unless the patent fwould not have
issued ‘but for the mlsrq)resentatmn. : Although the afﬁda\nts mlsstated,
the extent to th.ch the claimed mvennon had been tested“ the Cou.rt N
found that the misstatements were of no momient because they d1d not‘ o
form the basis for the patent having msued o BRI

D, sze Btrth qf the Inequztable Camiuct Dactnne -‘ .

Althoagh the Iaw had remamed static wuh respect to the defense of "
fraud in obtaining a patent, courts were developmg a doctnm: of unen-
orceablllty for patent misuse in the wake of the antitrust laws In. Motzan';‘i"
Picture Co. v. Universal Film Co.,¥ the Supreme Court held that apatent:
OWDEr may not require a licensed user of a patented maclune to purchase
unpatented films that are not part of the machine.®: In Carbzce Corp.v. .
American Patents Corp # the Court extended thisto unpatented goods that- i
formed part of a patented combination, here the dry ice claimed as part
of the patented refrigerating “transportanonpaekages.f’” ‘And, mMorton R

 Salt Co. v. Suppiger Co.,*' the Court barred pmsecutmn of a suit agamst GRS
an mfrmger who was not a compemor with the patent owner in the sale :"

42. Id, at 147, _

43, 276 U.S. 358 (1928).

44, Id. at373. ‘

45. Id. at373-74. The patem. at issue was fora chemn:al ("D P. G 9] that accelemmd ﬂxe -
vulcanization of rubber. The patent ..pphcant submitted a!ﬁdawts during prosecuuon C e
asserting that, as of a critical date, the compound had been tested and “‘the accelerator |
proved to be highly efficient in the actual vulcanization of rubber goods, such as hose, tires, -
belts, valves and other mechanical goods.”” . at 373 1t was found, however, “that the
only rubber Weiss made during the early pan of the year 1919 from D.P:G. was test’ slabs
of rubber in which D.P.G. was the accelerator, and that in fact nejther he nor anybody m -
the Rubber Company had vulcanized rubber goods, as Daniels described them. befure the tan
Kratz publication.” Id. at 373-74. =

46. Id.ar374. Infinding the patent valid, the Court stated: "[p]mducnun uf mbber—goods "
for use or sale was not indispensable to the granting of the patent.” Hence. the afﬁdavns
thongh perhaps reckiess, were not the basis for lt or essentially matena] o its’ lssue ld

47, 243 U.S. 502 (1917), : : R,

- 48, Id. at 516.

49. 283 U.S. 27 (1931),

50. Id. at 34-35.

51. 314 U.S. 488 (1942).
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-oftheunpatentedprodm:l:52 : e :
In Morton Salt Co., the Court noted the pubhc mtereet m "the' spec al

It is the adverse effect upon't the nubhc interest of a success
 ful infringement suit, in conjunction with the patentee’s
course of conduct, which disqualifies him to mamtam the: ;-
suit, regardless of whether the particular defendant has suf- ;fi
fered fmmthem;suseofthepatent" IS L

The Court also stated more generally

Itis aprmmple of general appllcauon that courts, and eepe “, Fisl

cially courts of equity, may appropriately w1thh01d thelra!drr RS
where the plaintiff is using the nght asserted contrary to. the‘-"f
public interest.*s

. But what of the situation where the patent owner obtazned the assetted

t‘rlght contrary to public policy, for example, by fraud or mequltable- _’5 e
conduct? In Keystone Driller Co. v. General Excavator.Co.* andHazel—-_ At
Atlas Glass Co. v. Hartford-Empire Co., the Supreme Court, faced with:. .~

fraud on the Patent Office, focused instead on the effect of this fraud on - -
the ]l.ldlCla] process The Court denied relief to the patent owriers mboth :
cases.
In Keystone Driller, p!amtlff (Keystone) had obtmned a patent despité~"
knowledge of a possibly mvalldatmg prior use. * Later, Keystone agreed '
with the prior user (Clutter) to suppress evidence of this use.: Keystone
then prevziled in a first patent mfrmgement suit (the Byers case) and relied
on this victory in a second suit. Before trial on the merits in the second-
case, facts were discovered concerning the suppression of evidence.®
The district court had ruled that this misconduct, whrch had occurred
at and before the preliminary injunction stage of the second case, “had no _

52. Id. a1493-94.

53. Id. at492.

54, Id. at494. _
55. Id. at492. :
56. 290 U.S. 240 (1933).

57. 322 U.S. 238 (1944).

58. 290 U.S. at 241-44.

1“«\
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bearing upon the ments S 'Ihe court of appeals had reversed on the

general principle that a party seeking eqmtable relief must come to court' ‘_ S {;iji;
with clean hands.® The Supreme Court affirmed the dxs!mssal of the,

second case. The Court, relying on general pnnclples of eqmty, stated

This Court has declared “Itisa prmmple in chancery. ,

he who asks relief must have acted in good falth The equ] ‘
table powers of this court can never be ex_erted in behalf of
one who has acted fraudulently or who by deceit or any
unfair means has gained an advantage. To aid a party in-
such'a case would make this court the abel:te'r Of'ini'quity. et

The Court rejected Keystone's assertlon that the earlier fraud in the first .
case was unrelated to the case on appeal: : o

Had the corruption of Chitter been disclosed at the trial of

the Byers case, the court undoubtedly would have been < - |
warranted in holding it sufficient to require dismissal of the L
cause of action there alleged for the infringement of the " -

Downie patent. Promptly afier the decision in that case” .~~~ -
plaintiff brought these suits and lmmedtately apphed for e

injunctions pendente lite. It used the decree of validity. there - T
obtained in support, if not indeed as the basis, of its apphca-' e
tions. And plaintiff’s misconiduct in the Byers suit remaining T
undisclosed, that decree was gwen wei ght on tbe motlons for
preltmmary injunctions. 2 :

The Court did not discuss whether this hypothetlcal dismissal would haveu Rt

been based on the concealment of the possible prior use from the Patent
Office, which concealment also would have violated R. S. 4920. ' :

In Hazel-Arlas, the patent owaer (Hartford) and its attorneys wrote and
arranged for publication of a trade journal article signed by an ostensibly -
disinterested expert who praised their device as a great breakthmugh in- -

the art. The article was submltted to the Patent Office and overcame what ERRIE

59. Id. at 244,
60. Id. at 241, 244,
61. Id. at245. -

" 62. Id. a1 246.



B Harvard Journal ofLaw & Technology ‘;7' vol7 ©

~ had beeu up to r.hat pomt “'appa:ently msurmountable Patcnt Ofﬁcerf'
" opposition.”™® Hartford successfully asserted the’ patent i’ lmgatlon R
' against Hazel-Atlas that ran from 1928 to 1932. The fraud was dlscovered‘f R
in 1941 dunng a government antitrust suit agamst Hartford o ‘,. S

‘The Supreme Court held that the circuit court had both the power and.
- the duty to vacate its 1932 affirmance of the dlstnct court judgment for C
Hartford:- ‘ e . ’

The question remains. as to what disposition should be maﬂe ‘

of this case. Hartford’s fraud, hidden for years but mow -

admitted, had its genesis in the plan to pubhsh an amcle for =

the deliberate purpose of deceiving the Patent Office. The

plan was executed, and the article was put to fraudulent use

in the Patent Office, contrary to law. From there the trail

of fraud continued without break through the District Court

and up to the Circuit Court of Appeals.- Had the District

Court learned of the fraud on the Patent Office at the origi- -

nal infringement trial, it would havé been warranted in = -
- dismissing Hartford’s case. . . .- So, also, could the Cu-cmt R

Court of Appeals have dlsmxsscd the appeal had it been

aware of Hartford’s corrupt activities in suppressmg the truth-

concerning the authorship of the article. The total effect of -

all this fraud, practiced both on the Patent Office and the .

courts, calls for nothing less than a complete denial of relief

to Hartford for the claimed mfrmgement of the patent there- o

by procured and enforced.® '

The Court then partially overruled its 1888 decision that a patent could
only be vacated in a suit brought by the Government: ’

To grant full protection to the public. against a patent ob-
tained by fraud, that patent must be vacated. -It has previ-
ously been decided that such a remedy is not available in
infringement proceedings, but can only be accomplished in

a direct proceeding brought by the Government.® '

63. 322 1.8, at 240.

64. Id. at 241-43, )
65. Id. at 250 (citations ommitted). °
66. Id. at 251.
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Three Justices dissented.. Justice Roberts cha]lenged the vacatur of the'l R

1932 judgment without additional hearmgs in the district court on the S
question of remedy He also reasserted the view that an, mfrmger should' o
not be heard to assert fraud on the Patent Office as a’ defense '

As 1 read the opinion of the court, it dis,;-egards the contents
of many of the affidavits filed in the cause and holds that -
solely because of the fraud which was practlced onthe Patent. '
Office and m]mgatmn on the patem the owner of the patent e

is to be amerced and in effect fined for the benefit of the -
other party to the suit, although that other cormes with un- o
clean hands and stands adjudged a party to'a conspiracy to - :
benefit over a period of twelve years under the aegis of the
very patent it now attacks for fraud. To disregard thesej;- -
considerations, topreclude inquiry concerning these matters, -

is recklessly to punish one wrongdoer for. the benefit of .
another, although punishment has no place in this proceed-"f B
ing. :

A.year later, in Precision InstmmemManufactunng Co.v. Autamanve‘i"‘ SR ‘
Maintenance Machinery Co.,* the Court faced the. fraud issue squarely Lol
The patent owner (Automotive) had been in an interference’ qulvmg an o

application filed by one of its employees (Zimmerman) and Larson, an

officer and founder of Precision Instrument Co. (Precision).. During. the.. i
discovery phase of the interference, it was leamed that Larson had prose-

cuted the interference by fraud, submitting false- affidavits about the dates

of conception and disclosure and other facts. In addition, it was also. '

learned that Larson was not the actual inventor of his claimed invention,
but had worked surreptitiously with an employee of Automotive (Thom- -
asma), who had himself been working with Zimmerman,® -

After these facts were discovered, Precision and Automotive settled

the interference. As part of the settlement, Automotive recewed an -

assignment of the Larson patent applications. After certain amendr_nems, L
Automotive received patents on both the Larson and Zimmerman applica-
tions. The patents were asserted in litigation against a later infringement

67. Id. at 270 (Roberts, J. dissenting) (foomote omittzd).
68, 324 U.S. 806 (1945).
69. Id. at 808-12.
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by Preclslon

The district court accepted Precision’s ‘assertion that Automouve pos- N

sessed such ‘unclean hands’ as to foreclose 1ts right to enforce the patents
and related contracts. The court of appeals reversed The Supreme Court
granted certiorari “because of the public 1mportance of t.he 1ssues m—“
volved.”” S -
Justice Murphy’s opinion for a 72 majonty hegan with:a dlscussmnf N
of the “clean hands” doctrine. The Court stated that the doctrme takes - .
on addmonal importance where the public interest is at stake: -

Moreover, where a suit in equity concerns the public interest |
as well as the private interests of the litigants this doctrine
assumes even wider and more significant proportions. For
if an equity court proper'ly‘ uses the maxim to Withheld its
assistance in such a case it not only prevents a wrongdoer
from enjoying the fruits of his transgression but averts an

- injury to the public. The determination of when the maxim .
should be applied to bar this type of suit thus becomes of _
vital significance.™ _ o Vi

3

iy
LR

‘The Court’s discussion of the public interest relatmg to patents is consrs- R

tent with the anti-monopoly tenor of the times:

A patent by its very nature is affected with a public interest.
A recognized by the Constitution, it is a special privilege
designed to serve the public purpose of promoting the ‘l_’rog_?
ress of Science and useful Arts.” At the same time, a-patent
is an exception to the general rule against monopolies and
to the right to access {0 a free and open market. The far-
reaching social and economic consequences of a patent,
therefore, give the public a paramount interest in seeing that
patent monopolies spring from backgrounds free from frand
or other inequitable conduct and that such monopolles are
kept within their legitimate scope n

70. Id. at 812-14.
J71. IHd. at BO7-08.
72. . at 815.
73, M. at 816.
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Automonve was found tohave acted “in’ dlsregard of the pubhc inter- D

est” when it failed to disclose Larson’s fraud to the Patent Office ™ Thus,
in a striking departure from the Corona dec:smn. the Court formu]ated :
a standard of equttable conduct for patent appllcants B

Those who have applications pendmg with the Patent Ofﬂce o '
or who are parties to Patent Ofﬁce proceedmgs have an
uncompromising duty to report to it all facts concermng
possible fraud or inequitableness underlying the applications

in issue. This duty is not excused by reasonable doubts as’
to the sufficiency of the proof of the iiiequitable cbnduct nor

by resont to independent Jegal advice.. Public interest de- e

mands that all facts relevant to such matters be submltted'

formally or informally to the Patent Office, which can then g R

pass upon the sufficiency of the ev1dence Only m this w -
can that agency act to safeguard the public in the first i -
stance against fraudulent patent monopohes Only in that

way can the Patent Office and the public escape from being = |
classed among the “mute and helpless v1ct1ms of decepuon*» R

and fraud.”™

The Prec:swn Court made plam that the balance of the pubhc mterest e
lay not in protecting the patentee against “innumerable vexatious smts""“ R
as it had in 1871, but in protecting the public from the anti-competitive :

effects of the patent monopoly. Even an mfnnger who had itself pamm—

pated in the fraud on the Patent Office (as had Precision) was now autho— o

rized, indeed encouraged, to assert the defense

74. Id

75. Id. at 818 (citation omitted). :
76. Walker Process Equip., Inc. v. Food Mach. & Chem. Corp ., 382 U.8. 172 (1965)
77. Mowry v. Whitney, 81 U.S. {14 Wall.) 434 (1871).
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"I DEVELOPMENT OF THE INEQUITABLE?{:..;f Uit
CONDUCT DOCTRINE IN THE CIRCUIT -~

COURTS 1945 1982

A T?ze Absence of a Clear Standard

Although the Supreme Court had es'pabli‘shed_‘ an'funcompfomising o
duty” for patent applicants to report “possible fraud or inequitableneSs” :

to the Patent Office, and to disclose “all facts relevant to such matters

the Court offered little guidance as to what the duty encompassed 111
particular, what conduct, if any, violated the duty while falling ¢ short of .
“inequitableness” and fraudulent nnsrepresentauon atortwhoseelements. -

were well established?™

The Patent Statute then in effect set a standard on]y in the most general o
terms. R.S. 4920 (35 U.S.C. §.69) provided a ‘defense to a charge of -

infringement where the specxficanon contamed “Jess than the whole truth”

only when the patent owner had acted with “t.he purpose of decewmg the -

public” or where the patent had been obtained surreptltmusly or unjust-

ly.”® But, s seen in the precedmg section, there was scant precedent e

interpreting any of these phrases.

Even this level of legislative specificity wasw:thdrawnwnhthe passagej o
of the 1952 revisions to the patent statute.®! Section 282 of the new statute i e
enumerated defenses without specifying their elements "The followmg ; T
shall be defenses in any. action involving the vahdlty or mfrmgement of," e
a patent and shall be pleaded: (1) Nonmfnngement absence of hablhty’ L

for 1n.fnngement or unenforceability. . . ."%:

The legislative history contains little dlscussxon of ﬂllS prov1s:on The e
Reviser's Note states that: “The five defenses named in R.S. 4920 are o
omitted and replaced by a broader paragraph speclfymg defenses in.
general terms.”® The House Report on the Act similarly states that: “The -
defenses to a suit for infringement are stated in general terms, changing. -

the language in the present statute, but not materially changing the sub-

78. Precision Co. v. Automotive Co., 324 U.S. 806, 818 (1945),
79. See RESTATEMENT (SECOND) OF TORTS § 525, cmt. ff (1977). -
80. Consolidated Patent Act of 1870, § 61, 16 Stat. 198 (1870).

81. 66 Stat. 792 (July 19, 1952) (codified at 35 U.S.C. §1 et seq (1952)) (effecuve'

Jan. 1; 1953). )
82, 35 U.S.C. §282. ’ '
83. Reviser's Note to the 1952 Patent Act, 35 U.S.C. § 282 (1952).
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stance.““ 'Ihe I-louse Hearmgs on the Act contam only two passmg.,u

references to the provision on defenses ne1ther of wlnch dlscuss the scope. - S

of- mcqmtable conduct.

Moreover, the Patent Ofﬁce dnd not eluc1date a standard On March'l:‘ A

1, 1949, the Rules of Practice in Patent Cases were adopted -and cochﬁed k

in volume 37 of the Code of Federal Regulations.. Rule 56 pr0h1b1ted e

fraud but said nothmg about mequltable conduct Bs -

Finally, with the exception of the Walker Process demsmn in 1965 i ‘5‘4. _

the Supreme Court fell silent on the issues of fraud and meqmtable con -
duct. Accordingly, the law of meqmtab]e conduct was left to develop 011_"' ‘
a case-by-case basis in the c1rcu1t courts. TP

B. The Early._Srandards Applied by the Courts

The decisions early in this period acknowledged a tendency to broaden
the scope of attacking a patent for fraud on the Patent Office on the

grounds of public policy,* but the elements required by the courts cmated n

three serious hurdles for parties asserting the defense. i

First, courts required that the proof of fraud be “clear, convmcmg and” -
uneqmvoca] relymg in part upon the second Umted States ¥- Bell Tele- 3 i
phone Co. case.® ' ’ '

Second, courts required that the allced mlsconduct be mtentlonal 9" e

84. H.R. Rep. No. 1923, 82d Cong 2d Sess 10 (1952)

85. Hearings Before Subcomm. No. 3 ofthe House Comm on the.}'udzaary on H.R. 3760, : -

82d Cong., 1st Sess. 46, 108 (1951).

86. 37 C.F.R. § 1.56 (1951). :

87." Walker Process Equip., Inc. v Food Mach. & Clzem Carp , 382 U.5. 172 at 176—78‘ .
(1965). In Walker Process, the Court held that the enforcement of a patent pmcured by -
fraud may violate the antitrust statutes, providing the infringement defendant with a counter-
claim for treble damages, if the other elements of an antitrust monopohzmen case are
present. fd. at 176-78.

88. Becton-Dickinson & Co. v. Robert P. SchererCoxp 106 F. Supp. 665, 670(ED
Mich. 1952}, aff'd, 211 F.2d 835 (6th Cir. 1954).

89. 167 U.S. 224, 262 {1897); see aiso Abington Texhle Mach. Works v. Canding
~ Specialists (Can.}. Lid., 249 F. Supp. 823, 839 (D.D.C. 1965); Coming Glass Works v.

Anchor Hocking Glass Corp., 253 F. Supp. 461, 471 (D.Del, 1966), aff'd in part and rev'd
in part, 374 F.2d 473 (3d Cir.), cerr. denied, 389 U.S. 826 (1967); Clark v. Ace Rubber .
Prod., 108 F. Supp. 200, 205 (N.D.Chio 1952) Martin v. Ford Alexander Corp., IGOF."
Supp. 670, 685 (S.D.Cal. 1958). ’

90. See, e.g., United States v. Standard Elec. Time Co.,. 155 F. Supp 949 (D.Mass,
1957); Coming Glass Works v. Anchor Hocking Glass Corp., 253. F. ‘Supp. 461, 470-71

{D.Del. 1966); A. H. Emery Co, v. Marcan Prod. Corp., 389 F.2d 11, 18-19 (2d Cir.), &
cert. denied, 393 U.S. 953 (1968);.National Dairy Prod. Corp. v. Borden Co., 394 F.2d

887, 891 n.9 (7th Cir.), cert. denied, 393 1.S. 953 (l%ﬁ);l(olene'Curp.r v. Mator City
Metal Treating, Inc., 307 F. Supp. 1251, 1263 (E.D.Mich. '1969), aff'd, 440 Fld/'{]
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‘In partlcular, ewdence that the appltcant or: Ius attomey_acted in what o
either of them beheved to be good falth ‘was. frequently enough to defeat;

an assertion of intentional mtsconduct For. example in Clark v Ace X
Rubber Prods. the defense was rejected where the attomey prosecutmg‘ ‘
the patent had no knowledge of an invalidating. pnor use and where the

patent applicant believed that the assertion in his affidav1t that “‘[p]nor;_‘; ‘5'"
‘to-my invention, no one so far as I know’ [has ever made the clalmed L
product]” meant no one other than himself.?! ..

Similarly, in Martin v. Ford Alexander Corp ,92 the patent appllcant' R ST
had submitted-an affidavit which stated: “*To the best of my lmowledge L T
and belief, there is no other device or instrumentality other than the .~
Magna-Tector which is available to the oil industry with w]nch the freeze, F
point of pipe can be located with a high degree of accuracy. 19 The L

affidavits not only were qualified with what the court termed weasel-

words,” but they were also incorrect. Nevert_heless the court refused o
find unenforceability because the person who cansed the affidavit tobe : . .

filed did not actually believe it to be false. _The court required scienter

“[iln a matter of this character, as in.all matters relating to fraud.”*
Thus, although courts sometimes stated that intent might properly be

inferred from the actions of the appltcant or. lns attomey,” they rarely‘ '
made the inference. 7
Third, following the analysis of the pre-1945 cases, courts set.a

difficult standard of materiality and required that, but for the mlsstate- . S

ments to the Patent Office, the patent would not have issued.

Two different “but-for™ standards evolved Under the sub_;ectwe “but-
for” test, the court considered the facts of the patent prosecution and tried
to decide whether the misrepresentation caused the Patent Examiner 1o -
issue the claims. For example, in Marks:v. Polaroid. Coip.,_”_ the. court

(6th Cir. 1970), cert. denied, 404 U.S, 836 (1971).

91. 108 F. Supp. 200, 205 (N.D.Ohio 1952),

92. 160 F. Supp. 670 (5.D.Cal. 1953).

93. Id. at 635.

94, 1d. )

85. See, e.g., Baldwm—Ltma—Hamﬂton Corp v. Tatnall Measuremcnt Sys. Co., 169 F_
Supp. 1, 24 (E.D.Pa. 1958), aﬁ“'d 268 F.2d 395 (3d Cir, 1959), cert. denied, 361 U.S. 894

(1959); Abington Textile Mach. Works v. Carding Spccnahsts(Can JLld;, 249F Supp 823, 2 -

839 (D.D.C. 1965).

96. SeeCorona Co.v. DovanCorp., 276 U.S. 358, 374 (1928); Keystone Co.v. Excava- -

tor Co., 290 U.S. 240, 245 (1933); Burke Electric Co. v. IndependentPneumauc Tou] Co.,

232 F. 145 (2d Cir. 1916) v
97. 129F. Supp. 245{D.Mass. 1955), aff’d, 237. F2d428(lst Cir. 1956) cert. demed

352 U.S. 1005 (1957). .
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found that the patent apphcant had mlsrepreseuted an mponant paramster ;
relating io the superior propertles ofits syntheuc hght polanzers compared

" 'to polarizers. in the prior art. - The ‘alleged infringer asserted that this .
misrepresentation was important to the allowance ofthe c]alms b Howev-"; :

" er, the court stated: “But from a broad consideration of the ﬁle Wrdpper .
of the patent as a whole, I believe that the statement complmnad of,

although factually untrue . . . did not deceive or m:slead thc exa.mmer in ',.
his consideration of the patentabﬂlty of the apphcanon pendmg before-' -

him (2] e .
QOther courts stated an objective “but f0f standard under whmh the test .

for whether art should have been cited is whether it would have made an S

otherwise patentakle invention unpatentable. 1 For example in the' Su-l

preme Court’s decision in Walker, the appl:cant was alleged 10 have' “:

withheld evidence of prior uses. In finding that the allegan‘ons‘ if true
would have defeated the patent, the Supreme Court found no.need o

consider the actual effect of the art on the parhcular exammer who. consul—: . ’: I

ered the apphcatmn.'“'

ey €. The Scope of the Defense Expands.
\‘ o
1, Matermlzry and the Duty of Dzsclosure

The Court in Precision made plain that out-and-out lying 10 the Patent_
Office would not be tolerated.'” Courts: following Precision had little

98. Id. at 268

99. Id. The subjective but-for test was also empluyed in Baldwin-Lima-Hamilton Corp. B

v. Tatnall Measurement Sys. Co., 169 F. Supp. 1 (E.D.Pa. 1958) (finding unenforceability

if falsity induced grant), aff'd, 268 F.2d 395 (3d Cir.), cert.-denied, 361 U.S. 894 (1959);

Waterman-Bic Pen Corp. v. W.A. Sheaffer Pen Co., 267 F. Supp. 849 (.Del. 1967);

Foundry Equip. Co. v. Carl-Mayer Corp.; 128 F. Supp. 640 (N.D.Ohio 1955), aff’d, 233-
F.2d 179 (6th Cir. 1956); Martin v. Ford Alexander Comp., 160 F. Supp. 670 (5.D.Cal.

1958} (no unenforceability if examiner never used misrepresented references to overcome ]
objection); and Rolls-Royce Ld., Detby, England v. United Smt:s 319 F.2d 654 (Cr.CL-
1964).

100. See, ¢.g., United States v. Standard Elec. Time Co., 155 F. Supp 949 95253 (‘D -
Mass. 1957); Admiral Corp. v. Zenith Radio Corp., 296 F.2d 708, 716-17 (10th Cir. 1961);"
Tractor Supply Co. v. International Harvester Co., 155 U.S.P.Q. 420, 433-34 (N.D.III
1967), modified, 406 F.2d $3 (7th Cir. 1968); Wen Prods., Inc. v. Portable Eles. Tools,
Inc., 367 F.2d 764, 767 (7th Cir. 1966) (misrepresentation embodying use of claims s -
material); Ransburg Electro-Coating Corp. v. Nordsoa Corp., 293 F. Supp 448 (N.D.II.
1968); McCulloch Motors Corp. v. Oregon Saw Cham Corp., 245°F. Supp 851, 856~57 )
(5.D.Cal, 1965). -

101, 382 U.S. 172, 174-75 (1965).

102. Precision Co. v. Automouve Co 324 U. S 806 816 (1945)

.



L patent appllcant instead of speakmg fa]se,y, ‘said nothmg and slmplyfaﬂed
. todisclose pncr art? Under the R&ctatement of Torts, this would consti-

' "5"tmuole ﬁmimg unenforceabﬂ:w where 4 patent-owner had signed a false
, ;:-oath filed false ‘or. misk eadmg afﬁdav1t evxdence or’ had affirmanve
‘ mrzrenresented the prior art«’03 But what about the s:manon where

tute fraudulent mlsrepresentanon 1f the: other c[ements of the tort weré
proved 08 - - L
Ongmally, however, a patent appllc.mt was held 1ot to have a duty to"
- disclose anything beyond prior art that would coiapletely anuclpane the S
clairned invention. In the ﬁrst Umted States v. Bell Telephone casz, the,_"-
Supreme Court stated: ~ . Lo E o w i

It seeras to us that if Bell was aware, at menmethatheﬁled e
his spulﬁcatmns asserted his claims, and procured his -
patents that the same matter had been prevnousl Y. dlscovered '
and put into operation by other persons, he was gmlty of -
“such a fraud upon the public that the monopoly which these ST
patents grant to him sught to be revoked and annulled v e

~ -Itis a fraud of obtaining a patent for an invention of whzch ) e
the party knew he was not the ongma] mventor This priori- BRERREEN
ty of inventien is an essential element.” It is absolutely nec- g R
: cssarytothenghttohavesuchapatent andcanmnocase' : '
" be dispensed wnh 105 :

* At that time (1888), the only statutory bars to patentability related 10 - e =
anticipation. Following this decision, courts in the 1950’s and 1960’s S B
generally confined the duty to disclose to anncnpatory art.'®  In United o :
States v. Standard Electric Time,'"" a disirict court expanded the duty to’
dlSClOSG art ever o shghtly to encompass art so c]ose that every

103. See, e.g., A. H. Emery Co. v. Marcan Prods. Corp., 389 F.2d 11, 17-Qd Cic) -+
(false oath), cer. denied, 393 U.S. 835 (1968); Timely Prods. Corp. v. Arron, 523 F.2d
288,298 (2d Cir. 1975) (fraudulent affidavit regarding priority date); Mogsanto Co. v. Rohm ]

" & Haas Co., 456 F.2d 592 (3d CII' ) (isleading affidavit regarding test data), cer?. demed ST
407 U.S. 934 (1972). i ‘ _ ‘ o
104. ‘RESTATEMENT (SECOND) OF TORTS §§ 550, 551 (1977) TR
105. 128 U.S. 315,-355 (1888). .. i R L
106. See, e.g., W.E. Pilechaty Co. v. HeckettEng 2, 145 F, Supp. 805 (N. D Ohio 1956) SR
(palent unenfomble when patentee failed o disclose its own anticipatory foreign’ pamnt),
Oglebay Norton Co. v. Universal Refractories Corp., 300 F. Supp. 1106 (E.D. Wis. 1969)
(no Guty to disclose non-anticipatory prior art or art less pertinent than that cu‘ed by examm
er). .
107. “i55 F. Supp 949 (D.Mass. 195'.')

T
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reasonable man wuuld ﬁnd it anncxpalory

There has been no showmg‘that under any statu _ )
" of the Patent Ofﬁce or; pmfessmnal custom, or canon ot‘

ooam apphcant for a patent or his: sohc:tor to. dlsclosz to the;v _
. Patent Office all the matenal wlnch he has used in evolwi B

- Of course, a- putative mventor must dxsclose any pnmed

ethlcs there is any exphmt or xmphc:t obllgatlon restmg upon

the mventlon he: ciauns

~ publication which he either knows or believes deecnbes the - -

e has used, merely because the pubhcatmn is .one hkely o

[}

very invention claimed. More than this; if he knows of af" e : e
printed publication which plainly descnbes his claimed i 1m'en- e
tion, or comes so close thereto that every: reasonable man .

~would say the invention claimed was- not ortgmal but. had! S

been anticipated, then regardless of his personal view that PR

he is-the original inventor, he will not be excused forhis - =
failure to disclose his lmowledge But the apphc\anthas ne L
duty to cite every pﬁbhcatlon of which he knbws, or ivhiéh s

be referred to by a vigilant examiner in the’ Patent Ofﬁce,r .

~ or by arival in an interference orotherproceedmg ltlsnotir L I

the object of the quoted statute or rule to supply all available - e
evidence to the Patent Office, or to force the applscant to set =

up what he regards in good faith as straw_ men which: be - -
r’easonably,and in good faith beﬁeves'he can lmock:dawn.m (R -

M

The 1952 statute added asecond statutory requuemem of patemabxhty
non-obvious subject matter.'® The: expansion of the duty of disclosure can
be seen as a response to the non-obviousness standard, particularly after
the Supreme Court’s 1966 decision in Graham v. John Deere Co."°
focused the obvicusness analysis on “the scope and content of the prior
art,”™" rather than on judicially-created tests such as synergism or unex- -
pected results. ‘ .

Courts at about this time also began to recognize that nomthstandmg
the search facilities and presumed expertise of the patent examiners, there

108.
109.
110.
111,

7
I

Id. at 952 (citation omitted).

35 U.S.C. § 103 (1993).

383 U.S. 1 (1966).

Id. at17.



. applicant falled to. dxsclose a commerctal produét loser to‘ he. clatmed
" invention than any of the patems cited mprosecutton. w:th Adnuml Corp:
~ v. Zenith Radio Corp., where the. court found 10 meqmtable condudt:m,_-{ nl
the failure to disclose a prior art patent, s o
In'time, courts began to find that appllcants hadaduty to bnng “thny [
relevant” publications and patents: to the attentton -of the. Patent Ofﬁue e
particuiarly where there was clear proof that an apphcant Icnew of the' _' L
patents and their significance.’™ A related line of cases found mequltable Co
conduct where, rather than cite art; an apphcant amended: the pendmg w
claims to distinguish over the art, but then concealed it."'* Other dc(:ls:ons' -
held that the duty of disclosure requu:ed the apphcant 1o correct’ an exam B
iner who had an incorrect understanding. of the prior art.'¢ i
In Beckman Instruments, Inc. v. Chemtronics, Inc."" the Fifth Circuit
reversed findings of patent validity and absence of fraud. - The district - R
court had accepted the patent owner’s construcuon of the clauns to ﬁnd AT
a patentable distinction over the unidisclosed pnor art; a public speech and - e " T
published article describing: the same structure c]almed albelt fora dtffer— SR
ent use.  Based on this, the court stated R L

Inasmuch as the Clark patent insuitis detefmiﬁed tobe vélid o
and | sepresent a patentable invention over the prior art of

/
”

112. 191 F. Supp. 652, 655-56 (M.D.N.C. 1961), aﬁ"d 299 F. 2d 793 (4th er 1962),
cert. denied, 370 U.S. 924 (1962).

113.. 296 F.2d 708, 716-17 (10th Cir. 1961) (“This is not a case ofa pm)r publlcuseof
which the Patent Office had no means of gaining information except through the appllcal:it "y
(footmote omitted). RN

. 114. See, e.g., Minnesota Mlmng and Mfg. Co. v. Norton Co., 280 F. Supp 674,68 . . i o
(N.D.Ohio 1967), aﬁ'd 426 F.2d 1117 (6th Cir. 1970), cerr. denied, 401 U.8. 925 971y, . LR,

In re Altenpohl, 198 U.S5.P.Q. 289, 310 (Comm'r. Pat. 1976); Penn Yan Boats, Iec. v. Sea
Lark Boats, Inc., 359 . Supp. 948, 965 (S.D.Fla. 1972), aff’d, 479 F.2d 1328 (5th Cir. . -
1973), cent. denied, 414°U.8. 874 (1973); Strong v. General Elec. Co., 305 F. Supp 1084 o
(N.D.Ga. 1969), aff"d, 434 F.2d 1042 {5th Cir. 1970), cerz. denied, 403 U.s. 906 (197Ly. o
115, See, e.g., In re Clark, 522 F.2d 623, 627 (C.C.P.A. 1975), :
1i6. Carter-Waliace, Inc. v. Davis-EdwandsPharmacal Corp., 443 F.2d 867, 882(2d Cir.
1971); University of lllincis Found. v. Blonder-Tongue Lab., Inc., 422 F.2d 769, 777
(7th Cir. 1970).
117. 428 F.2d 555 (Sth Cir.), cert. demed 400 U.S. 956 (1970)




. -rejected the argument that a patent apphcant was not reqmred to

‘ Lhe unclted art anncnpated at least- the bmad clmms a: lssﬁe r’l"he court_", .

‘straw men it knew it could knock down’™ in cases where the applicant

| was aware of pertinent mformatlon 1% The court rehed ‘on ‘Beckman’ s

ante litem motam conduct as an lmphed admission of maienahty and found,_: i

its assertions to the contrary at trial “utterly incredible,” " - < T i
In Monolith Portland M;dwesz Co. v. Kazser A!ummum & Chenucal‘ =

Corp.,™ the Ninth Circuit stated the rule a5 follows -

A patent applicant has a duty to thc Patent Ofﬁce to make

a full and fair disclosure of all facts which may affect the :
patentability of his invention. A breach of that duty prevgngs R
the Patent Office from properly performing its function of - - -
preventing the issuance of uﬁlawﬁﬂ patéht mop(_ﬂies.m

, “Patentablhty clearly eneompassed matters gomg to obvmusnessas well i L
as matiers concerning anuclpatlon : i : :
Although several of these decisions, mc]udmg Beclmzan and Monoltth ‘
involved art that was found to be antlclpatmy, and thus should have been =
disclosed even under the Bell Telephane standard it was clear that the
duty of disclosure now extended to art relatmg to obvmusness as well as, .
novelty.'2 : : : :

118. Beckman Instruments, Inc. v. Chemtronics, Inc., 160 U.S.P.Q. 619,621 (W.D.Tex.
1968), a_ﬁ"‘dmpartandrev'dmpart 428 F.2d 555 (5th Cir. 1970). cert. denied, 400 U.S. - -
956 {1970).

119. 428 F.2d at 564.

120. Id. at 566.

121. 407 F.2d 288 (9th Cir. 1969).

122, I4. at 294,

123, See, e.g., Trio Process Corp. v. L Goldstein’s Sons, Inc., 461 F.2d 66 (3d Cir.
1972), cert. denied, 409 U.S. 997 (1972); Schradig Corp. v. Gaines Mfg. Co. _lnc
494 F.2d 383 (6th Cir. 1974). Other cases have held that an applicant must disclose alf
highly relevant art of which he is aware. ‘See, e.g., Minnesota Mining and Mfg. Co. v.
Norton Co., 280 F. Supp. 674, 684 (N.D.Ohio 1967), affd, 426 F.2d 1117 (6t Cir, 1970),
cert, denied, 401 U.S. 925 (1971); Ir re Altznpohl, 198 U.S.P.Q. 289, 310 (Comm’r. Pat.
1976); Penn Yan Boats, Inc. v. Sea Lark Boats, Inc., 359 F. Supp. 948 5. D Fla 1972) o
aff'd, 479 F.2d 1328 (5th Cir.), cen ‘denied, 414 U.S. 874 (1973)
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‘In Nonon V. Cumss,m the Court of Customs and ‘Patent ' Appeals
revnewed with approval the trend munent'orceablhty declsmns : Echomg
concerns expressed by other cxrcmts about the practwa] hmnanons ot‘ the o
Patent Office 125 the court stated B ‘.

With the seemmgly ever—mcreasmg number of appl:canons - B
before it, the Patent Office has 2 tremendous burden.” While -, L
bemg a fact-finding as well as an- ad_pudlcatory agency, itis N :
necessarily limited in the time pernntted to ascertain the facts ;.
necessary to adjudge the patentable merits of éach apphca- SRR
tion. In addition, it has no. testing facilities of its own, .
Clearly, it must rely on apphcants for many of the facts upon " e
which its decisions are based.. The highest standards of +
honesty and candor on the part of applicants in presentmg o
such facts to the office are ‘thus necessary elements in a
working patent system. We wou!d £0 s far as to say they

are essential. It follows, therefore, that we do approve of -
the indicated expansion of the types of msconduct for thch
applicants will be penalized.” '

Based on these and other smﬂar dEc151DnS 7 5 thlrd standard of__ o

materiality emerged. In Corning Glass Works v. Anchor. Hockmg Glass
Corp.,'® the applicant allegediy submnted false afﬁdavns and made false

written- arguments to the examiner in order to dlstmgmsh the pnor art.. - " .
The court found that under the objective but—for test of matenahty, the. e

patent would still have issued. This prec]med hablhty for damages under
Walker.™  Nevertheless, the coust found that there had been a misrepre-
sentation to the Patent Office. The court applied a more expansive materi- _

ality standard to the issues of unclean hands and unenforceability to

124. 433 F.2d 779 (C.C.P.A. 1970), . ‘ !

125. Pizer & Co. v. FTC, 401 F.2d 574, 579 (ﬁth Cir. 1968), cerr. denied, 394 u. S
920 {1969); Beckman Instruments, Inc. v. Chemtronics, Inc., 428 F.2d 555 564-65 (Sth :
Cir.), cert. denied, 400 U.S. 956 (1970). .

126. 433 F.2d at 794."

127. See, e.g., Monolith Portland Midwest Co. v. Kaiser Aluminum & Chem. Corp.,
407 F.2d 288 (9th Cir. 1969); Minnesota Mining and Mfg. Co: v. Norton Co., 280 F. Supp.
674 (N.D.Ohio 1968), aff’d, 426 F.2d 1117 (6th Cir. 1970), cerz. denied, 401 U.5. 925
(1971); Penn Yan Boats, Inc. v. Sea Lark Boats, Inc., 359 F. Supp. 948, 964-65 (S.D.Fla.
1972), aff'd, 479 F.2d 1328 (5th Cir.), cert. denied, 414 U.S. 874 (1973) R

128. 253 F. Supp. 461, 469-70 (D.Del. 1968), rev'dan orkergmmds 374F. 2d473 (3d
Cir.), cert. denied, 389 U.8. 826 (1967)

129. M.
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discourage others from sum]ar masmnduct- “Enforcmg a patent in behalf
of one who has made intentional m:srepresentatmns to the- Patent Ofﬁ::e o
" m'espectlve of the merits of his' patent apphcanon m:ght encourage an s
applicant to be dishonest mdealmg with the Patent Office, thus preventmg IRRIRI
the office from functioning properly 1% The touchstone under: this test e e
was that the misrepresentation. be “relevant and sxgmﬁcam AL ST
In SCM Corp. v. Radio Corp. afAmenca 12 the patent ownerhad sub- o
‘mitted affidavits to the Patent Office concerning tests that bore on patent- -
ability. . In discovery, it was learned that contradlctory test results had:
been withheld. The court found that it could not determine materiality. -~ -
under the but-for standard. However, the court held that the pairt)? “w]m’ T
withholds relevant facts should be the party thaI suffers -Otherwise there S o
would be insufficient incentives for applicants to dlsclose relevant facts. . .. ;
‘This standard of materiality, applied by numerous courts in the 1970’9,'3" o
was dubbed by one court the “but-it-may-have” standard.™® - L
In 1976, in In re Altenpohl," the Commissioner of Patents and Trade- L .
marks issued an opinion striking a reissue application for-fraudl.“?’, ‘The e
Commissioner adopted the “but—it-may‘-haﬁ'é" standard of mal:erié]itj_“fo‘x;_.; 'i’i
practice in the Patent Office: “Further, the Iﬁélenlaiity ‘of the priorart -
withheld need not necessarily be such that applu:aut or counsel believed - |
it would render any of the claims unpatentablc. It need only be such that ‘ '
the patent might not have issued had full disclosure been made.”'
In 1977, the Patent and Trademark Office (“PTO") a.mended Ru]e 56
to elucidate the duty of disclosure. The amended Rule defined materiality -~
under an objective standard of importance to the examiner and thus -

130. fd. at471. '

131. Asthecourtexplained in Corning, “[Ifa false answer is given 1o the patent exammer,'
when he asks ‘How are you,” surely a false answer will not prevent the enforcement of the
patent.” Id. at 471 n.27.

132. 318 F. Supp. 433 (S.D.N.Y. 1970).

133. Hd. at 449-50.

134. See, e.g., Warmner-Jenkinson Co. v. Allied Chem. Corp., 477.F. Supp n (S D.
N.Y. 1979), aff'd without apinion, 633 F.2d 208 (2d Cir. 1980); Graylmll Inc. v. AMF Inc., .
203 U.S.P.Q. 745 (D.N.J. 1978); CPC Int'l, Inc. v. Standard Brends, Inc., 385 F. Supp.
1057 (D.Del. 19‘74) General Tire & Rubber Co. v. Watson-Bowman Assoc.; Inc., 193
U.5.P.Q. 479 (D.Del. 1977) (Rule 56 standard).

135. In re Multidistrict Litigation Involving Frost Patent, 398 F. Supp 1353, 1368-69
(D.Del, 197S), aff'd in part and rev'd in part, 540 F.2d 601 (3d Cir.  1976).

136. 198 U.S.P.Q. 289 (Comm’r. Pat. 1976).

137. The reissue stante, 35 U.5.C., S 251 (1993), provides that teissue be avmlable only
where the error in the scope of the ongma] claims occurred “without any decepuve inten-
tion.”

138. 158 U.S.P.Q. at 310.
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3 reqmred apphcants to dlsclose mformatlon of whlch they are aware
where “there i 2 substant]a] llkehhoud that a reasonahle exammer wi uld i
consider it ir ortant.”"® - k

2. Intent

'Both R.S. 4920 and the Supreme Court s Prec:s n\.eelsxon“' made:" i
intentional or willful conductan element of the meqmtable ‘conduct de—,“,’:
fense. As the law of mequltable conduct developed in the cn'cults, (S
issue frequently arose concerning whether ev:denee that the patent appli-- L
cant and his attorney were acting in good faith would be sufﬁclent o S
defeat an assertion of unenforceability. : e A

As discussed above, in the 1950’s and 1960° s, courts were generally e
unwilling to infer fraudulent intent.”*> In Walker, the Supreme Court
noted that proof of good faith would be “a complete defense” to an anti-
trust claim grounded on “knowingf] and willful[]” fraud in the Patent
Office.'® There remained, however, a question whether a lesser standard s
of culpability would apply to the assertion of “mere” mequrtable eonduct"-*'.
as a defense in litigation. ‘

'In some cases, such as Beckman Insrrumems the court smply rejected
as mcre(hbre the contention of good faith and found instead that the‘ ‘
patent owner’s conduct had been intentional in view of other cucumstannal
evidence, '™ : o

Other courts, however, held that a lower standard of culpabthty, :
calculated recklessness, would support the defense, InMonolzth theNmth
Circuit reviewed the ﬁndtngs of the trial court and ooncluded

Each of the above four chal]enged findings is supported by
the record. Taken together, they evidence a course of con- ‘

139. 37C.F.R. § 1.56 (1977). The PTC stated that this amendment “codifies the existing
Office policy on fraud and inequitable conduct, which is believed consistent with the
prevailing case law inthe federal courts.” 42 Fed. Reg. 5589 (1977), 314 PAT. TRADEMARK
& CoPYRIGHT I. (BNA) D-1, D-2 (1977). The Patent Office was renamed the Patentand
Trademark Office effective Jan. 2, 1975, Pub. L. No. 93-596 § 1, BS Stat, 1949 (1974)
140. Act of July B, 1870, ch. 230, 16 Stat. 198 (1870). .
141. Precision characterized the facts in that case as “{a] willful act . . . which rightfolly
can be said to transgress equitable standards of conduct,” Precision Ca. v. Automative Co., -
324 U.S. 806, 815 (1945). : '
142. See supra notes 90-95 and accompanying text.
143. Walker Process Equip., Inc. v. Food Mach. & Chem., 382 U.S8. 172, 177 (1965).
144. Beckman Instruments, Inc. v. Chemtronics, Inc., 439 F.2d 1369 1380 (Sth Cir.), . :
cert. denied, 400 U.8. 956 (1970). ) -
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- duct by Monohth whlch 1f not properly charactenzed as;j G .':
©  actually fraudulent, reveals a calculated recklessness about

the truth and which constltutes a senous breach of duty to ) _i‘ L
the Patent Office. The ﬁndmgs adequately support the Dis-. ; I

_trict Court’s conclusion: that the patent mde of the case. was[ o
i'excepttonal‘“\ s

Slmﬂarly, in Norton v. Cumss the C. C P A balanced thc element of
intent against the “ﬁduclary-hke duty imposed. by the publlc mterest
surrounding the patent grant. The court made plaint that sub_]ectwe asser-
-tions of good faith were not necessanly sufﬁcnent

Conduct in this area necessarily must be judged ‘with that

interest always taken into account and objective standards .

applied. Good faith and subjective intent, while they are to
 be considered, should not necessarily be made. controlling. -

Under ordinary circumstances, the fact of mlsrepresentatlon; e

coupled ° with proof that the party making it had knowledge B

of its falsny is enough to warrant drawing the mfetenee that o

there was a fraudulent intent. Where public policy demands.
a complete and accurate disclosure it may suffice to show -
nothing more than that the misrepresentations were made'in -~
an atmosphere of £ross negligence as to theit truth. 14

In the years following Norton, decisions in each cu'cmt endorsed the': :

“gross negligence™ standard of intent.!¥’

145. Monolith Portland Midwest Co. v. Kaiser Aluminum & Chem. Corp 407 Fad 288

297 (9th Cir. 1969).
146. 433 F.2d 779, 795-96.
147. Digital Equip. Corp. v. Diamond, 653 F.2d 701, 709 (Ist Cir. 1981); Warner-

Jenkinson Co. v, Allied Chem. Corp., 477 F. Supp. 371, 395 (S.D.N.Y. 1979), affd

without opinion, 633 F.2d 208 (2d Cir, 1980); Carter-Wallace, Inc. v. Davis-Edwards
Pbarmacal Corp., 443 F.2d 867, 882 (2d Cir. 1971); Monsanto Co. v, Rohm & Haas Co.,
436 F.2d 592 (3d Cix. 1972), cert. denied, 407 U.S. 934 (1972); Grayhili, Inc. v. AMF

Inc., 203 U.S.P.Q. 745 (D.N.J. 1978); Solvex Corp. v. Freeman, 199 U.S.P.Q. 797

{W.D.Va. 1976); Ashlow Lid. v. Morgan Comst. Co., 213 U.5.P.Q. 671, 697 (D.S.C.

1982); Parker v. Motorola, Inc., 524 F,2d 518 (5th Cir. 1975), cert, denied, 425 U.S, 975

(1976); Kearney & Trecker Corp. v. Cincinnati Milacron, Inc,, 562 F.24 365 (6th Cir.

1977); CMI Corp. v. Barber-Greene Co,, 214 U.S.P.Q. 690, 695 (N.D.1l. 1981), affd,

683 F.24 1061 (7th Cir. 1982); Pfizer, Inc. v. International Rectifier Corp., 538 ¥.2d 180
(8th Cir. 1976), cerr. denied, 422 U.S. 1040 (1977); Handgards, Inc. v. Ethicon, Inc.,
601 F.2d 986 (9th Cir. 1979), cert. denied, 444 U.S. 1025 (1980); Plastic Container Corp.
v. Continental Plastics, 607 F.2d 883 (10th Cir. 1979), cert. denied, 444 u.s. 1018 (1980);
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Different typw of fact pattems led courts to mfer meqmtable intent
There were cases, hke Beckman Instruments where the patent owner 8.

protestations of good faith in the PTO were belied by its cuntradxctory‘ ". Ry
_ conduct elsewhere. 8 . Culpable intent also was inferred where the. facts "

~ withheld from the PTO were within the part!cular control, of the patent -

apphcant Typical of these cases was Monsanto. Co. v. Rohm & Haas * o
Co., in which the patent applicant submitted test results in support of the
““unusual and valuable’” herbicidal properties of the claimed compounds,' L B
but omitted 'a substantial body of contradictory data.’ The court stated: ~

“Concealment and nondisclosure may be ‘evidence of and equ1valent to. -
a false representation, because the concealment or suppréssion is, ineffect, '
a representation that what is disclosed is the whole truth.””!% 5
The C.C.P.A.’s decision in Nortor v. Curtiss was similar.. Thére, the
applicant attempted to overcome a rejection by submitting ‘“comparative
showing of properties.” . The court required the applicant to make such:“ '
a comparison with “the closest prior art of which he is aware,” because

the implicit representation in the submission that the comparison is mean-* - -

ingful and is “a fair and accurate demonstration” is false if it is not made B
against the closest prior art.'s"- ' : '

In a related group of cases, inequitable intent was inferred from other
extrinsic facts relating to the prosecution.  For examp]e intent was in- -
ferred where the patent applicant amended claims because he belreved he
could avoid having to disclose a particular reference to the PTO or where
the applicant failed to correct an error by the examiner that favored the
applicant’s position.'* /5“"

Some courts quickly rcalmed the potential for mischief in a standard
based on negligence alone. In Xerox Corp. v. Dennison Manufaciuring

Co., the court settled upon a wﬂlful or reckless standard:

True Temper Corp. v. CF&I Steel Corp., 601 F.2d 495, 502 (10th Cir. 1979); It re .
Altenpohl, 198 U.5,P.Q, 289, 310 (Comm'r Pats. 1976).

148. 428 F.2d4 555 (5th Cir.), cert. denied, 400 U.S. 956(19‘70), see alsoCarter—WaIlace ‘
Inc. v. Davis-Edwards Pharmacal Corp., 443 F.2d 867, 882 (2d Cir. 1971); Keamey &
Trecker Corp. v. Cincinnati Milacron, Inc., 562 F.2d 365, 371-72 (6th Cir. 1977).

149. 456 F.2d 592, 596-97 (3d Cir. 1971), cers. denied, 407 U.S. 934 (1972).

150. Id. at 599 (quoting Stewart v. Wyoming Catle Ranch Co., 128 U.S. 383, 388 89
(1988)).

151. 433F.2d779,794(C.C.P.A. 1970). The courtfound no mequntableconductb..cause e

the applicant’s omissions and nusrepresenmuons were “no more than simple negligence.”
Id. at 797. i
152, See supra notes 115-16 and accompanymg ext.
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However, 0 deny enforcement as‘a matter of Jaw merely be-
‘cause of an mnocent or good faith non—dlsclosure would go
beyond what is necessary to. protect ‘the’ pubhc agamst the i
| improvident grantmg of a monopoly Such a standard could
also have the harrful effect of furcmg a patent SO]lCltOI’ to R

* flood the Patent Office in each case with a mass ‘of data of

doubtful matenallty rather than take the nsk that an mventor . “ 8 8 i
might later be denied the fruits of his: monopoly bECause Of' SR

failure to reveal some fact later magmﬁed out of propomon .
by an infringer seeking to escape the reach of the patent by -
combing the inventor’s fiies under our liberal pretrial discov- -~

ery procedures and dredging up new found “facts.” Inthis = = |

respect the situation would become analogous to that already,
presented by the deluge of class actions mstltuted underthe -
federal securitics laws by investors c!;ummg “frand” on the -
basis of second guessing with the a1d of mlcmscopm examl
nation of the issuer’s files, L
We believe that the stringent standard urged by defen- _

dants is unnecessary to protect the publ:c -and that an apph-: :

cant for a patent should be accorded the right to exercise IS
good faith judgment in deciding what matters are and arenot
of sufficient relevance and materiality to requlre disclosure. "~
Only when he is guilty of fraud, willfulness or recklessness c
indicating a disregard for his duty of frankness should en- -
forccment of the patent be barred.'” -

Courts in several circuits re-emphasxzed the rcqulremcnt that nomatter .

how phrased, the standard of intent carried with it a requirement of
wrongfulness or bad faith. In Pfizer, Inc. v. International Rectifier Corp.,
the district court had equated the duty of disclosure to that required: by
federal law of a securities seller.'* The court explained that the ex parte
nature of the patent prosecution made it necessary to impose a strict duty
of disclosure on the applicant.'**  Applying this standard of disclosure, the
district court rejected the patentec’s assertions that its non-disclosure of
a prior art patent and submission of allegedly false affidavits was based

153. 322 F. Supp. 963, 968-69 (S.D.N.Y. 1971).
154. 186 U.5.P.Q. 511 (D.Minn. 1975), rev'd, 538 F.2d 180 (Bth Cir. 1976), cert.

denied, 429 U.S, 1040 (1977).
155. Id, at 517.

o



o It would be unwise to attcmpt to’ formulate a standard ofv',,
conduct setting: forth all elements: of the defense embracmg A
all misconduct before the Patent Office that might justify '

" refusal to enforce a-patent. - However, we.note that the -

standard is not one. ‘of strict habxhty for. innocent or even g T e

negligent omissions or. misstatements' before the Patent Of-
fice. ‘Rather, to result in refusal to enforce a patent, the
misconduct must be ‘accompanied by “some element ‘of
wrongfulness, willfulness, or bad faith.” This requirement -

of proof has been uniformly applied in infringement actions

by a majority of the circuits to claims of both fraud and =
lesser inequitable conduct, '

The court also recognized that the expanded standards of- intent -and
materiality ran the risk of shifting the focus of patent litigation from: the
merits of the patent to the moral character of the patent owner. 157

In Digital Equipment Corp. v. Diamond,"® the First Circuit sought a
middle ground among the different standards of intent and materllallty.“g'
The court then established a sliding scale test between intent and materiali-

ty:

Questions of “materiality” and “culpability” are often inter- .
related and intertwined, so that a lesser showing of the mate- ~ -~
riality of withheld information may suffice when an inten-
tional scheme to defraud is established, whereas a greater
showing of the materiality of withheld information would -

" mecessarily - create an- inference that its nondisclosure was
“wrongful,”'® ' e

.t

156. 538 F.2d 180, 186 (8th C1r 1976), cert. demed 429 uU.s. 1040 (1977) (cxtauous
" amitted). e

157. Id. at 196.

158. 653 F.2d 701 (1st Cir. 1981).

159. Id. at 708-10, 715,

160. Id. at 716. Applying this standard, the court reversed and remanded to the Pal.cnt
Office a reissue application whlch had been stricken for fraud.
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» Over a’ penod of 37 years, _‘vanous‘cxrcmts expenmented wuh thxee N
dlfferent standards ‘of matenahty and two different: standards of mtent A

. The once dauntmg barriers of i mtent and matenal:ty were lowered to make e

- the defense easier to assert—potunally 100 easy. Couns that felt unoom-_ B
fortable with the technical questions surroundmg validity and mfrmgemem i
appeared. to be more willing to pass on more managoahle questlons (e .
was there a failure to disclose or not'?) as. a way to resolve comphcated g :

 patent cases. It was at this point that the Federal Cucmt began to address f e

" the issue.

I THE INEQUITABLE CONDUCT DECISIONS
' OF THE FEDERAL CIRCUIT

A driving force behmd the creation of the Federal Clrcult in 1982 was

a desire for increased uniformity in patent law. '8! _One intended benefit

of this was to.end forum—shoppmg by lmgants for circuits with percelved"; o

pro- or anti-patent biases. Another hope was that umfornnty would reduce 2 o

the number of appeals in mfrmgement cases: »,;x‘;"‘"

4

Removing the incentive to fonim—shop alsa will ‘reduce

costs to litigants. The reductxon of such costs will promote ¥
investment in mnovauve products and new technology L
Moreover, as the new court brings umformlty to this field "~
of law, the number of appeals resulting from attempts o
obtain different rulings on disputed legal pomts can be ex- o

pected to decrease. As in all contestable smxatlons, amore

predictable outcome will encourage the contestants to aveid o

litigation: as aptly observed by one witness, “, . ., the rules
of law need not be challenged daily, to remforce the rule of
law, "2

The discussion of a need for un_iformity generally centered ‘around the o

standards of patentability applied by the regional circuits.’® It is clear,

however, that the decisions concerning inequitable conduct were also

161. 8. Rep. No. 275, 97th Cong., 2d Sess. 5-6 (!.982), reprintedin 1982 U.S.C.C.A.N. _

11, 15-16; H.R. Rep. No. 312, 97th Cong., 1st Sess. 20-23 (1981).
162. H.R. Rep. No. 312 at 23; see aise S. Rep. No, 275 at 5.
163. H.R. Rep. No. 312 at 22,
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: dlsparate from clrcmt 10 cu'cmt and 'even w:thm clrcults Indeed, 'if one
looks behind tbe statements of law: to the results courts rea.ehed on‘the‘ :
facts . before. them it is only a' shght exaggeratmn to_say that one, ‘could
find pre-1982 dectstons going . both ways. G.e., ﬁndmg or not f'mdmg'- st

: meqmtable conduct) on almost any set of facts., - Sl

" By reducing from twelve ‘to one the number- of - eu'emts trymg toj-'

elucxdate a standard of meqmtable conduct the Federal Clre\ut msganﬂy R -
brought more umt'ormlty to the law or, more. preclsely, 1o the statement R

of the governing prmcnples And, because the Supreme Court has not’ o
reviewed any inequitable conduct cases since’ 1_982 the statements ofthe

Federal Circuit have been the last word. el B
The Federal Circuit was not ‘entirely unencumbered as it began to

_ address the law in'this area: The Coust adopted as presumpttvely comtrol- .~ .-
ling precedent the decisions of the C.C.P.A. and the Court of Clairus.’® =~
Also, several of the judges of the new court had sat by designation in the:

regional circuits and had written decisions touching on mequltable con-

duct. 1%

Because of the C.C.P.AS experlence in hearmg appeals from PTO
proceedings, the Federal Circuit possessed a greater sensumty than the
regional circuits to the pracncal realities of the patent prosecutmn process

The early decisions of the court reflect that understandmg, as well asa-.
desire to set high standards for. purging the patent system of the taint of *
inequitable conduct to whatever extent was possible. For. example the
duty of disclosure and the element of materiality- were phrased i in terms

of “how one ought to conduct busmess with the PTO.”™'¢

The court did not have—perhaps it conld not have had—the same .

oy

e

insight into the effect the language of its opinions conceming mequltable N

164. See Justice Jackson's abservation about the Supreme Court “We .are not - final
because we are infallible, but we are infallible only because we are fmal Bmwn v. Allen

© 344 1.S. 443, 540 (1953) (Jackson, J. concurring).

165. South Corp. v. United States, 690 F.2d 1368, 1370 (Fed Cll' 1982)

166. E.g.,Square Liner 360°, Inc. v. Chisum, 621 F.2d 362, 374 (8th Cir. 1932) (Miller,
1.); Qetiker v. Jurid Werke GmbH, 671 F.2d 596, 600 (D. C Cir. 1982) Markey, C.1.); E
1. du Pont de Nemours v, Berkley & Co., Inc., 620 F.2d 1247, 1274 (8th Cir. 1980) ('Mar-
key, C.1.); see also J. R. Miller, Fraud on the PTO, 58 1.’ PAT. OFF.'Soc'Y 271 (1976},

167. American Hoist & Derrick Co. v. Sowa & Sons, 725 F.2d 1350, 1363 (Fed. Cir.),
cert. denied 469 U.S. 821 (1984); see also, e.g., Kimberly-Clark. Cotp. 'v. Johnson &

Johnson, 745 B.2d 1437, 1449, 1455-57 (Fed Cir. 1984) (effect of same examiner mcharge o -
of prosecution of uncited patent); Driscoll v. Cebalo, 731 F.2d 878, 885 (Fed. Cir. 1984) "~ .
(rejecting the presumption that examiner has rejected ant in classes ssarched); Rohm & Haas

Co, v. Crystal Chem. Co., 722 F.2d 1556, 1572-73 (Fed. Cir; 1983) (analysis of the lecord R

of interview with patent exammer), cert. denied 469 U S 851 (1984)
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Ineqmtable Condu' Defense

'.conduct wouid have on. lmgants.‘,“ As I:he first ‘instance’ of ation:
cn-cmt court estabhshcd to declde cases in, aparttcular sub]ect matter, th
~opinions of the Federal Circnit wese mtcnsely scrutinized. ' Add to thls a ‘
 problem ‘not faced by the Supreme Court; the goal .of mamammg a o
uniform body of law in opimions written by diverse; panels. i
The “black lefter” statement . of the meqmtable conduct det‘ense re-
mained essenuallythe same from 1983 to 1992 In 1983 thecourt stated )
_‘ “Estabhshmg that a patent was procured by fraud or, wuh such egreglous i
conduct as to render it unenforceable requues ‘clear, unequivocal; and . L
' convincing evidence of an intentional mlsrepresenlanon orthhholdmg of -~ T
a material fact from the PTO.”'® This is mterchangeable witha1992 -~ 7
formulation: “Inaddition tothe matenahty of the undisclosed mformatmn, EOR
.'a challenger. of apatent must, to establish tha.t the patentee acted meqmta» EESE R
bly, demonstrate that the patentee. mtended to mislead or deceive’ the SRR
PTO.”'™ However, this superficial consistency.did not make the resuls == =~
in patent cases (i.e., the application of law to- particular facts) "mdreﬂ S
predictable' Nor did it reduce the number of appeals .on. the lssue of o
inequitable conduct. o
As it did with other areas of patent law, the Federal Clrcmt's analysm S
of the doctrine of inequitable conduct began with underlying pnnclples .
Rather than only following the Supreme Court’s discussion of “the pub- .
lic['s] . . . paramount interest” in bemg protccted from mprov:dently ‘
‘granted “patent monopolies,”"”" the Federal.Circuit recognized public
_ policies in favor of the patenf sysiem that needed to be Balanced'agaihst B
the ethical imperatives of the inequitable condurt doctrine. In Robm & - = e
" Haas Co. v. Cnfsml Chemical Co., the court stated -

Surely, avery important poli_cy cousideration isto discoﬁra‘gejjr
all manner of dishonest conduct iq_déaling”wijh the PTO. .. - -
At the same time, the basic policy underlying the: patent -

168. The problem is not unigue to the Federal Circuit. As Judge (later Justice) Cardoze
admitted in 1921: - “A brief experience ont the bench was enough to reveat to me ali sorts ,
of cracks and crevices and loopholes in my own opinions when picked up a few months after
delivery, and reread with due contrition.” BENIAMIN N. CARDom, Tms NATURE OFTHF..
JUDICIAL PROCESS 29-30 (1921).

169. Orthopedic Equip. Co. v. All Orthupuhc Apphancea, 707 F.2d !376 1383 (Fed
Cir. 1983).

170. LaBcunty Mfg., Inc. v. U.S. Int']l Trade Com n, 958 F 2d 1066 1076 (Fed Cir.
1592).

171. Precision Instrument Mfg Co. v. Automotive Mamtenance Mach Co., 324 u. S
806, B16 (1945). . .

EE
7
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W system is tu emurage the dlsclosurr- of :nvennonslthro ghj
“issuance of- patents Another pc-hcy .of. the system i to:‘

* tion. of useful patentahle mventmns 50 that the pubhe gets
*some benefit from them, whlch may | not occur in tho absence

~ tions of both’ socloeconomlc -policy on- the one hand -and-

i 'I'he assertion in Rahm & Haas that polv'mg .nequtable conduct was
only one of :;Pveral competmg values in patent liti gation could have bwn :
{iised as a starting point to relax the do:trlne by making meqmtaale conduct”

“ more difficult to prove. This did not happen In fact, the law as apphed;“

in the Federal Circuit’s early decmons ‘made the defense appear mlbstan.

tially easier to establish;. Asa result, allegauons of~mequ1table con‘ducti?
were made with increasing Itequencv uniil, in 1988, the court complamed
that the pervasweness of meqmtable conduct charges had become. “an

abisolute plague,”'™- “And, in all events, the court’s contimued w1llmgness i

to review inan “activist” fashlon ﬁndmgs of unenforceabﬂltv has encour:

aged lizigants ic raise; the issue on appeal where it mlgmr uthe.'wnse have‘-

been abandened at the pretna] or trial stages of an actlon T

Certain questions- 4that had been debated among the circuits We'i'e"
resolved essenmlly once and for all. With respect to the burden of proo
the court relied on the’C.C.P.A.’s decision in Nerton v. Cumss"‘ and™ oo
_ held that “[fJraud must be proved by clear and convmcmg ev1dence andf _f' o

) the party asserting it carries a heavy. burden,”'” ‘ LR
~ Moreover, decisions in séme of the regional circuits’ had held t.hat
evidence of prior art not dlsclo.,ed ‘o the Patent Office weskened of L
' d:ssxpated the presumptlon of val'dlty or shxﬁed the burden of proof"tof

'-emphwze either category as 1o’ forget the other m

Harvard Joumal of Law & Technology

stlmulate the mvesnnent of nsk capltal in the commerc:allza' g

of some patent protecnon Clea:ly, we are faced. Wlﬂl ques

morals or ethlcs on the other “We: thmk we should not 8

A, The Burden of Proof and the Pre.r_umptioﬂ af_ Valui'!fy

WA

e

472
173.
174.
175.

. {¥;Cebalo, 731 F.2d 878, 884 (Fed. Cir. 1984); Rolui & Haas Co. v. Crystal Chemical Co.,
W22 F281556, 1572 (Fed. Cir. 1983), cert. denied 469 11.5: 851 (IQ?A-),OnhopedleEqulp
Co.v. AllOrﬂmpedlc Apphanees 707?34 1376, 1383- (Fed Cir. 1983).

722 F.2d 1556, 1571 (Fed er 1983), cen‘ demed 469 U.s. ESI (19&‘\
Burlington Indus:, Inc v. Dayco Corp., B49 F.2d 1418 1422 (Fed C.r 1988)
433 ¥.28 779,797 (CC“A 1970). : ICRR LN
Kansas Jack, Inc. v. Kuhn,’ 719F2dl’44 1151 (Fed Cir. 1983) Accoranscoll. -

S




" claim for which inequitable conduct had been proved ™ “The court also’ o

Wy

.”& Sons

i

[The presumpuon of vahdzty and burden of proot] are static
~and-in reality dxfferent eXPI'eSsmns of the Same thmg--a’f
~single hurdle to be cleared Nerther does the standard of.
S proof change it must be by clear and convmcmg ewdence x
or its equivalént, by whatever form’ of- words it ‘may; be
expressed What the productlon of new pnor art or other' -

ks mvahdatmg evrdence not* before the PTO does is 10 elmn :
" nate, oraﬂeastrednce Iheelementofdeferenceduethe'
PTO thereby parually, if not wholly. dtschargmg the attack— f
er's burden, bt neither shrfung norhghtenmg 1torchangmg‘ .
the standard of proof!".

Slmrlarly, the court resolved the dxsagreement among the clrcmts about
whether a finding of meqmtable eonduct rendered a palent merely unen
forceable, subject 1o possible cure to purge the misconduct, or invalid: ""
InJ.P. Stevens & Co., v. Lex TexLid., the court held that themequrtahle
conduct world result only in unenforceabrhty However the unenforee-f':
ability wouid extend to all of the clanms of t.he patent aI lssue not  just the .

amnnounced a procedure by which. mequrtable _eqnduer could be cured whrle B ‘:_ .

I

176 See, e.2., l.mus A Grant, Inc, v. Keibler Indus Iue 191 U. SPQ 424- 429« B
(7th Cir. 1976); Trnie Temper Corp. v.. CF&IL Steel Corp., 193 U.S.P.Q. 763, 165-66 -
(D.Colo. 1976), aff'd in part and vacated in part 601 F.2d 495 (10th Cir. 1975). .

177. 725F.2d 1350, 1360 (Fed. Cir. 1984), cen. dtmed469 u.s. 82[ (1984) (emplms:s .
in original) (citations omitted). S,

178. Wamer-Jerkinson Co. v. Allied Chemical Corp., 477F. Supp. 3, 394 ng6 . e
(S.D.N.Y. 1979} (finding that a declaration of invalidity of the patents in suit precluded the . .: & -
defendant from reapplying to the Patent Office to acquirea new patent, whereasa declaration. - o
of unenforcezbility would not so preclude), aff’d without apinion, 633-7.2d 208 24 Cir.

1980); #TM Corp. v. Radio Corp. of America, 318 F, Supp. 433, 448-50 (S.D.N. Y. 1970)

(finding “unenforceability” rather than “invalidity” in light of lawer showing of matenaluy),' =
Duplan Corp. v. Deering Milliken, Inc., 444 F. Supp. 648, 732 (D.5.C. 1977) (distinguish-

ing invaiidity and unenforceability in relation to materiality and intent), affd-in part and.

rev'din part, 594 F.>d 979 (4th Cir. 1979), ccrr. denied, 444 U.S, 1015 (1980); ¢ Timely = =
PmductsCurp v, Arron, 523 F.2d 288, 297 (2d Cir. 1975) (finding supponfordlsnm:uon : L
iout moting it “is wnhnur ‘practical significance insofar as the consequences are eoncemed") NP

179, 747 F.2d 1553, 1560-62 (Fed. Cir. 1984); cert. denied, 474 U.S. 822(!985) L8
- ruling vas affirmed en banc in Kingsdown Medical Con.mlrant.r v. Hollister Iuc 863 Fad.

867, 877 (Fad CII 1088), cerz. demed 490US 1067 (1989)

e
e
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- apatent apphcanor was stﬂl bemg pmsecuted !

B Marenaluy and the Duty ofD:sclosure ,,

Oof the two pnncnple elements iof . the mnqultab]e conduct defense, _
nmtenaluy and ‘intent, m4tena]1ty falls most séluarely wnthm the: expemse _
of the Federal Cu'cmt The Judges, parncu‘arly those' from the old}'T
C.C.P.A., had. familiarity with PTO practice ‘that far’exceeded that of .
judges in the regional circuits and the vast majonty of tnal _]udg&s In ,f w
such circumstances, at least one appellate judge has suggested that broad o
appellate review is both useful and appropriate.’™ ; ¢ - RS

Reviewing the decisions of the reg;onal cu'cults 1t lS clear that the - T
 couzts believed that the underlying p-pose of requiring the disclosure of
material art was to enable tLe PTO 0 assvss fairly the merits of an apph- RN
cation against the statutory: cmena for patentabﬂlty 182 Tlus was alsothe - s
view of the PTO. PTO Rule 56, amended in 1977, Tocused the i inquity
on the likelihood that a reasonable examiner would ‘consider mformatmn N
“important in deciding whether to allow the apphcamn to 1ssuc as a e
patent.™® ‘ SEAE
Guided by this pohcy consideration, the Federsl Cuctut adopted a o
standard of materiality bresder than any that had prevmusly been apphed S o
in litightion. In Americar, Hoist & Derrick Co.v. Sowa & Sons, the court .~~~
said that the materiality of undisclosed facts should be Judged by the samel, T
broad standard that governed a patent. apphcant durmg prosecuuon

PTORule 1 56(a) explains matena]u} lt says d that mforma— .
tion “is material where there is [1] a substantzal l:kelzhood. ' o
that [2] a reasonable exammer 13] would consider it- unpor- e

- tant {4] in decndmg whether to allow the apphcanon to tssue‘ '
as a patent.” (Emphas:s ours,) 37 CFR 1. 56(a) thn'd_ :
sentence (1983). - e St

i PTO “standard” is an appropriate starting point for

. e
180. Rohm & Haas Co. v. Crystal Chem. Co., 722 F. 2d 1556 1572 (Fed Cir. 1983)
181. See Heary ). Friendly, Indiscretion Abaur Dlscrman 31 EMORY L1747, 756
- (1982 | _ .
182, Ses, eg., supra noies 119; 126—28 and’; acoompanymg text. :J.E‘;‘ S 4
183. 37 C.R.R. § 1.56(a) (1989) (prior to 1992 amendment). Accard In re Altenpohl
198 U.8.P.Q. 289, 310 (Comm 1. Pat. 1976).
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PR

any dlscussmn of matenaltty, for it appears to bc, the broad— L

est, thus encompassmg the others andbecause that matenah- o

ty boundary most closely aligns with how one ought to. con- SE A
T -duct busmess w1th the PTO o ' ;

Howcver the court also stated that an appltcant has 1o, duty to search for, ot

prior art, nor any obligation “to disclose ‘all . pemnent mformatton S
of which he is aware.”® . “The court cited to the First Ctrcmt dectston in ot
Digital Equipment Corp. v. Diamond '® In Digiral, the court had ex
plamed the matenahty ‘standard as followsr e

To establish fraud . . . the nondtsclosed mformatton r}nust be = L '
such as to have a lnkely effect ‘on the scope of allowable = ~:
claims or the issuance of the patent.’ Iti 1s not enough that the *.- L
information be simply “relevant” in some. general sefise o .
the subject matter of the claimed mventton, or even to the ) e
 invention’s patentabthty . : ey

The Federal Circuit. had no prohlem establtshmg a mtddlo ground, a
normative mean, concerning the duty of disclosure. - The court looked to
how a reasonable attorney would i interact with: areasonable exammer. For- o
example, in Argus Chemical v. Fibre Gtass-Evercaat 185 the court re_]ected AT
an attempt to excuse a failure to disclose art on the ground that the duty'.: L
of disclosure when the patcnt was prosecuted: had been hmtted only to RN
anticipatory art.'® The court stated: : '

[Elven if, in some circuits, the standard Wer'e'as stated, . .
it was not the law in all circuits or in the Court.of Customs

184. 725 F.2d 1350, 1362-63 (Fed. Cir. 1984) (footnoteommed), cerr. dented, 469 u. S S
821 (1984).

185. I4d. at 1362.

186. 653 F.2d 701 (1st Cir. 1981)

187. Id. at 716, excerpted at 725 P.24 at 1362,

188. 759 F.2d 10 (Fed. Cir. 1985), cert. demed 474 U.S. 903 (1985) : o

189." See supra note 117 and accompanying teat. The defense of changmg standards of - -
disclosure, although soundly based in the case law, has usually been rejected when raised.
See, e.g., U.S. Indus, Inc. v. Norton Co., 210 U.S.P.Q. 94, 108 n.8 (N.D.N.Y. 1980);
Ashlow Ltd. v. Morgan Coenstr. Co., 213 U.S.P.Q. 671, 697 (D.S.C. 1982); bur of. In re
Certain Steel Rod Treating Appa.rams 215 U.S.P.Q. 237, 257 (ITC 1981) (“[TThe retroac- ..~
tive application of Rule 56 to conduct occurting during the mid-1960s would be unfair to
those practicing before the Patent Office during that period.”). Whatever the courts' stated -
reasons, it is more likely that they found unsympatheuc the excuse “Everybody did 3.
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- and Pa!eut Appeals or in- the u. S Court of Clalms We
rEJert the view that om: 8 duty to the PTO should be judged
by the Jeast common' denommator 190,

Simﬂarly, the court rule’d that thére is u duty to correct a‘patéut"exam;: i
iner who has expressed an erroneous view about the prior art. 1. And,‘
the court rejected the often asserted argument that an exanuuer could be -
presumed to have considered and rejected unmted art. ina pnor art class
- that the exammer had searched.'®’
The norm, however, is not what usually gets litigated. Rather cour!s
are presented with fact patterns that push against the boundanes, that sklrt 3
the line between what is and i is not equitable. In these cases, V.he d15tnct .
courts and .the reglonal circuits had often reached conﬂ:ctmg results on T
substan'la.:y similar facts. : : . fgj\
The Federal Circuit did not fare much better w1th these cases :For .
example, the court has held several times that there i isno duty to cite art
which is merely cumulative.'®® But the court cou]c} ribt express a clear rule
indicating when art was or was not cumulative. /r As a result, dggresswe :
patent solicitors (and even those who were not) would almost certam!y ﬁnd
their judgment being second-guessed in htlgauon :
The court was quite willing to reject assertions of meqmtable mnduct
no matter how strenuously they were urged on appeal.” However, unsil _
the court ruled, th\re was no way to know whether a prosecuting at- - s
torney’s statements or silences in the- PTO would be seen as “an honest RN
mistake in mdgmeut”"’ or a material mlsrepr&sentatlon becanse xt was -

“within a reasonable examiner's realm of cons1deranon »1%

190, 759 F.2d at 13,

191, See KangaROOS U.5.A., Inc, v. Caldor lnc 778 F.2d 1571, 1576 (Fed Cir.
1985). :
192. FMC Corp. v. Hennessy Indus., [nc 836 F.2d 521, 526-27 (Fed. Cir. ]987),
Driscoll v. Cebalo, 731 F.2d 878, 885 (Fed. Cir. 1984).

193. HalliburtonCo. v. Schlumberger Technology Corp., 925 F.2d 1435, 1440 (Fed. CII. o
1991}; Merck & Co., Inc. v. Danbury Pharmacal, Inc., 873 P.2d 1418, 1420-21 (Fed. Cir. |
1989); Rolls-Royce Lid. v. GTE Valeron Corp., 800 F.2d 1101, 1105-0‘7 (Fed. Cir. 1986);
Litton Indus. Prod., Inc. v. Solid State Sys., 755 F.2d 158, 167 (Fed. Cir. 1985); K.lmberly-
Clark Corp. v. Johnson & Tohnson, 745 F.2d 1437, 1455-56 (Fed. Cir. 1984).

194, Compare the First Circuit’s observation in General Instrument Corp. v. 'Hughes
Aircraft Co., 399 F.2d 373,386 n.21 (15t Cir. 1968), thataccusations of inzquitable conduct =
often follow a “shetorical Boyle's law . . . the less sensauona,l the subject matter of a case,
the more pejorative the language in the bnefs '

195. Hycor Corp. v. Schlueter Co., 740 F.2d 1529, 1540 (Fed. Cir. 1934)

196. Merck & Co., Inc. v. Danbury Pharmacal, Inc.; 873 F.2d 1418 1421 (Ped.: Cn'
1939). .
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- of disclosures of art in co-pending 1 or related apphcanons In szberly—

W :,.?5‘, ‘.

The court appea:ed genumely dmded on som: issues, ¢. g the effect "7“

Clark Corp. v. Johnson & Johnson, the coust used the fact ikiat the exam-
iner had researched the non-disclosed prior art in his work on an earher -
application 1o reverse a finding of inequitable conduct.",’ '
However, essentially the same assertion. was rejected i in J.P. Stevens.";
& Co. v. Lex Tex Lid. “[Tlhe district court did not find actual knowledgef
by the pnmary cxammer—u merely noted poss:bzlmes and, where i meqm-; :
table conduct is at issue, mere posmbllmes are ‘insufficient.”% - :
Similarly, the court reached apparently inconsistent results m response J
tothe assertion that the examiner had independently dlsmvered the \mmted e
material. In C'n‘kopedzc Eqmp -Co. v. All Orthopedic Applmnces the: . . o
court affirmed a judgment of no inequitable conduct based in part on tlns':‘i- “hn
fact."” InA.B. Dick Co. v. Burraugm Corp., thecourtafﬁrmm ﬁudmg:. S
of inequitable conduct noththstandmg this fact®® )/ RN
And, in a single footnote, the cou:t“made manifest. the uncenamxy, f

surrounding the scope of an attomey s duty to mquue about the exlstence » 'f o
" of material prior art: ‘ R

Asa generaluhﬂe, there is no duty to conduct a prior art =
search, and thus there is no duty to disclose art of which an
applicant could have been aware. However, one should not
be able to cultivate ignorance, or disregard numerous warn-
ings that material information or prior ar: may exist, merely
to avoid actual knowledge of that information or prior art.
When one does that, the should have known” factor be-
comes operative.”®

This uncertainty about the outer limits of the duty of dxsclosmz and
the disagreement with the\f:fnurt s views of what it should be, led to cn
effort to amend PTO Rulﬂ 5 . This effort is dlscussed mfra Section IV,

n

197. 745F.2d 1437, 1456 (Fed. Cir. 1984) (emphasis in original). Accord Environmental
Designs v. Union 0il Co., 713 F.2d 693, 698 (Fed. Cir. 1983), cert. denied, 464 U.S, 1G42 -
(1984).

198. 747 F.2d 1553, 1563-64 (Fed. Cir. 1984) (emphasis in ongma.l), cert. denied,
474 U.S. 822 (1985). o

199. 707 F.2d 1376, 1383-84 (Fed Cir. 1983).

200. 798 F.2d 1392, 1396-97 (Fed. Cir. 1986).

201. FMC Corp. v. Hennessy lndus Inc., 836 F.2d 521, 526 n.6 (Fed. Cir. 1987)
(citations omitted).
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PartA

C The Quantum af Proof Necessary to Sartm:
: the Reqmremenr of Intent

As pre\}iously discusSed, an element of !he inequitab_le;_ c_oiiduct'deféﬁse

has always been proof of an intentional aét. ‘As the court stﬁau:’d:f_in_ e1983; P

Although inequitable conduct requlres less stnngent proofs 5
as to both materiality and intent than. common law fraud,
mere evidence of simple negligence, overs;ght Vu;_an'_erro‘ne- ‘

ous judgment made in good faith not to disclose priorartis. . - .

not sufﬁcient to render a patent unenforceable.’_m

However many courts had recogmzed that du-ect pmof of fraudulent

intent was difficult to find. At the very Jeast, a party could come forward

with testimony from the inventor and patent attorney concerning: their R

subjective good faith reasons for what bad or had not been disclosed, and - .~
their lack of intent to mislead the PTO, A court faced with such evidence.

had two choices if it believed that the patent owner had acted mequ1tably
The court could simply discredit the testimony as inherently incredible.”®

This, however, clashed with the traditional role of the trial court as the

arbiter of credibility.?® Most courts, including the C.C.P.A. .in Norton

v. Curtiss, took a different approach, and implied inequitable intent from _
conduct that admittedly amounted to no more than gross negligence.
The Federal Circuit adopted the latter approach. In Kaensas Jack, Inc

v. Kuhn, the court stated the basic proposmon

‘The intent element of frau . .. may be proven by a show-
ing of acts the natural consequences of which are presumably
intended by the actor. Statements made with gross negli--
gence as to their truth may establish such intent. The duty
of candor owed the PTO being uncompromising, it would

202." Orthopedic Equip. Co. v. All Orthopedic Appliances, 707 F.2d 1376, 1383 (Fed.
Cir. 1983).

203. See, e.g.. Beckman Instruments Inc. v. Chemtronics Inc., 428 F.2d 555, 566
(5 Cir.), cert. denied, 400 U.S. 956 (1970). .

204, FMC Corp. v. Manitowoc Co., 835 F.2d 1411, 1416 (Fed Cir. 1987) {citing
Anderson v. City of Bessemer City, N.C., 470 U.S. 564, 5‘.'4-15 (1985))

205. Supra, notes 147-52 and accompanying fext.
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deal a deathblow to that duty 1f dlrect proof of wrongful
mtfmt were reqmred“ : SR ¥ i

The court recognized that the focus was to be on what transplred m the
PTO, not on events as reconstmcted through hmdsxght at tnal ‘

At the same time, that somethmg thought to be true when

stated, or a piece of prior art thought ummportant tothe © _
- PTO's declsmn was later determined ‘1o have been untrue -

or important, will not automahca]ly and alone establish that e

frand or mequnable conduct occurred. The fact finder must. z

evaluate ‘all of the facts and circumstances. meach case W

In Kansas Jack, the court afﬁrmed the distriét: sourt s f‘mding'ef no

inequitable conduct even though test results submme]d at tnel conr.radxcted

assertions that the patent owner had made to the PTO. s
In Rohm & Haas Co. v. Crystal Chemical Co.,”™ the applleant had

submitted false and’ misleading data to the P’I‘O selectwely mthholdmg’ o
unfavorable test rcsults The court eomrasted this sxmatlon to lhe wnh-,_ T
holding of prior art, stating that “there is no‘room to argue that submis-

sion of false sffidavits is not material. . . . It cannot be said that these

tr,usrepresentanonf to the PTO were the result of an honest mlstake 2R

The acts were ruled intentional, due to reliance on the mferenees pcmmted ‘"
by Kansas Jack.*® :

In American Hoist & Derrick Co. v. Sowa & Sam,’" the court adopted .
the balancing test formulated in the ‘First Circuit’s opinion.in Digital
Equipment Corp. v. Diamond.*? Under this test, it would be easier to"
infer the requisite intent where the nondisclosed facts were highly materi-

al. Conversely, where materjality was lower, more direct proof of fraudu-

lent intent would be required.? _
However, in Driscoll v. Cebalo,2"* decided three months later, the

205. 719 F. Zd 1144, 1151 (Fed. Cir. 1983) (citation omitted).

207. M.

208. 722 F.2d 1556 (Fed. Cir. 1983), cert. denied, 469 U.S. 851 (1984)
209. M. ax 1571.

210. 4.

211, 725 F.2d 1350 (Ped. Cir.), cert. denied, 469 U.5. 821 (1984)

212, 653 F.2d 701, 716 (1st Cir. 1981).

213, 725 F.2Q at 1363.

214, 731 F.2d 878 (Fed. Cir. 1984).



. Harvard Joumal ofLaw & Techualogy [Vol ».7‘

Read literally, gross negligence alone would sufﬂce to show “threshold”

- court made 10 mention. of the balancwg test ’Ihe unclted pnor art was | -
a forelgn patent that the mventor and his patent attorney had dlscussed in oo

correspondence. The court. afﬁrmed a finding of fraud in an mterfereme e

‘based on a finding by the PTO of gross, negligence. Sufficlent intent was -

inferred from materiality alone: “Where .they. lmew, or should. have

known, that the withheld reference would be material to the PTO's consid- 3o L

eration, their failure to disclose the reference is suffxcxent proof of thef
existence of an intent to mislead the PTQO. "5 The court also rejected the o
excuse that the patent examiner could be pr_esv-m__ad to have considered and = *
rejected the U.S. counterpart of the uncited art because it was within 2~
class searched during prosecution: “It cannot be pfesumed ‘where frand
or other egregious conduct is alleged that the PTD mns:dered pnor art
of particular relevance if it was not cited. "'

In J.P. Stevens & Co., Inc. v, Lex Tex Ltd., Inc.*”, the court appeared
to lower the requisite quantum of proof yet again:

Proof of deliberate scheming is not needed gross negllgence :
is sufficient. Gross negligence is present when the actor,
judged as a reasonable person in his position, should have .
known of the materiality of a withheld reference. On the
other hand, simple negligence, overs1ght or an erroneous
judgment made in good faith, is insufficient. co
Once the thresholds of materiality and intent are estab-
lished, the court must balance them and determine as'a |
matter of law “whether the scales tilt to a conclusion that
inequitable conduct occurred. If the court reaches that con-
clusion, it must hold that the patent clauns at issue are unen-
forceable.?!® : S i

intent, without regard ro whether the undisclosed facts were highly materi-
al or mot, 2s long as they showed a “threshold” materiality.

In Argus Chemical v. Fibre Glass-Evercoat, the court Statecl that once
the “threshold” intent discussed in J.P. Stevens had been proved, by
reference to an obJectlve standard of matenahty, the attorney’s subJectlve '

¥

215. Id. at 835.

216. Id.

217. 747 F.24d 1553 (Fed Cir. 1984), cert. denied, 474 U.S. 822 (1985),
218. Id. at 1560 (citations omitted),
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'good fzuth would not negate a ﬁndmg of unenforceab:hty g

After Argus Chemical, it appeared that proof of materlallty would lead ‘ i
inexorably to a ﬁndmg of inequitable mtent The Federal Cn'cmt wasmot . -
prepared to go that far. In KangaROOS U.S.A., Inc. v. Caldor, Inc.,the =~ =
coust ¢ serturned a summary judgment of unenforceablhty base-d on ptoof_- S

of “a clearly [improper claim that a later apphcanon is enntled to the - )

beaefit of the filing date of an earlier application, in order to overcome ."‘ R

the most pertinent prior art reference.’”” “The: district court had found

that “the claim to:priority was ‘so utter]y devoid of merit that it couid . o _
have resulted only from an mtent to mjslead or at least gross neg-- e

ligence.’™?
The Federal Clrcmt reversed observmg that it would be “draeoman o
to-apply the “Jethal weapon " of summary Judgment without gwmg the

accused attorney an opportunity to be heard. 2 The court stated that, -~ |

notwithstanding the “ba!ancmg test” of matenahty and mtent

We merely hold t]ﬂat the mtent of the actor isa factJ' to be IRERENT
considered in judicial determination of fraud or inequitable R
conduct, and that intent was not on this record amenabie to i
summary resolution. Despite the district court’s statement
that it was, “inconceivable” that KangaROOS could adduce
evidence to change the court’s conclusion, the. weight of :
suthority requires that Ka.ngaROOS not be denied that oppor—
ity 2 ‘

Nevertheless, the court continued to affirm. fmdmgs of meqmtable o
conduct based on gross negligence where the proofs consisted ot’ (1)a.
material reference (2) known to the patent owner and (3) not disclosed to -~

the Patent Office, regardless of the after-the-faet rationalizations ‘that the "
non-disclosure was in good faith. Tn A.B. Dick Co. v. Burroughs Corp., ’
the court stated: “Where an applicant or his attorney knew or should have

Jf

219, 759 F.2d 10, 14-15 (Fed. Cir.), cert. denied, 474 U.S.-903 (1985)

220. 778 F.2d 1571, 1572 (Fed. Cir. 1985).

221, Id. at 1573.

222, Id. at 1573-74 {citing Bruswick Cm'p v. Viseburg, 370 F.2d 605, 612 (Sth Cir
1967)).

223, Id.at1577. ComparePamgonPndlanyLaborawryInc V. K.LMLaborawnes !nc -
984 F.2d 1182 (Fed. Cir. 1993), in which the court affirmed a summary judgement of
unenforceability. Inequitable intent was inferred from undisputed facts relating to the
submission of a false affidavit and failure to disclose invalidating commercial activity.
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known that 2 reference was matena] (see Rule 56(a)) the fallure to dls- o :

close the reference is sufﬁclent to estabhsh intent. "_?f' P

In A.8. Dick, ‘the court also’ made plam that the consideratlon of e T

inequitable conduct favored the ohjectwe evidence of non-dlsclosure over‘ e
the evidence of subjectlve goed faith to Justlfy what had: or had notbeen

done: “A degree of matenallty may be offset by a showmg of sub]ecnve S
good faith ‘on the part of the apphcant However a determmatlon of ‘

inequitable: conduct will not be avoided if knowledge of materiality or
gross negligence greatly outweighs the lack of deceptive intent,”.

There are several rationales that justify this standard. Courts have
often placed greater weight on ante litem motant cenduct as compared o
evidence of subjective good faith conjured up forhuganon. lso asnoted -
in the SCM Corporation v. Radio’ Corp of Amenca declslon,“lf the_‘ :
balance of inconvenience is to fall anywhere in a doubtful case, it should ~

fall against the patent owner.?¢ Finally, the objective standards of conduct
applied by the court were consistent with normative notlons of “how one
ought to conduct business with the PTQ.”% o

However, the A.B. Dick standard presents a problgm. I'n‘the halancef“ o

between “knowledge of materiality” and subjective good faith, materiality

usually won. Knowledge of materiality could often be proved sunply by
showing knowledge of the undisclosed art. The requirement . stated in

American Hoist that the significance of the art also be proved™® ‘was
obscured by the low threshold of materiality established by the “reasonable
examiner” test. As far as courts were concerned, a reasonable examiner

would want to know as much as possible, in order to ensure a sound

determination of patentability.” And, as already noted, evidence of

224, 798 F.2d 1392, 1398 (Fed. Cir. 1986); :eealsaGardcoMfg Inc. v. Herst Lighting
Co., 820 F.2d 1209, 1214-15 (Fed. Cir. 1987); Int re Jerabek, 789 F.2d 886 (Fed. Cir. 1986)
(district court finding of inequitable conduct based on applicant’s gross negligence in failing
to reveal highly material art affirmed); but cf. Allen Organ Co. v, Kimball Int'l, Inc.,
839 F.2d 1556, 1567 (Fed. Cir.) (“maleriality does not presume intent”™; finding of no
inequitable conduct affirmed), cert, denied, 488 U.S. 850(1988); N.V. Akzov. E.L du Pont
de Nemours, 810 F.2d 1148, 1153 (Fed. Cir. 1987) (trial court “found it impossible to
determine whether [unreported tests] were indicative of bad faitis or of ather untainted
motivating factors”; finding of no inequitable conduct affirmed).

225. Hd. at 1398.

226. 318 F. Supp. 433, 449 {S.D.N.Y. 1970).

227. American Hoist & Derrick Co. v. Sowa & Sons, 725 F 2d-1363 (Fed. Cir.), cert.
denied, 469 U.S. 821 (1984).

228. [d. at 1362 (citing Digilal Equipment Corp. v. Diamond, 653 F.2d 701 (lst Cir,
1981)).

229. We need not speculate about whether, in light of the growing workload facing patent
examiners, a reasonable examiner really did wantapplicants to disclose all prior art of which




Nomp 'ﬁ-.-meqﬁimble-‘bﬂﬁdﬁct-béfénsef : i "811"_"_

subjecnve good t'a:th was often mherentl Y suspect el 1’1

Faced with a rising tide of meqmtable conduct’ charges, the court s S

' opinion in FMC Corp. v. Mamtawac Co., Inc., in'late 1987 2:‘"begam to_ S
reassert the continued vitality of the requirement of intent. “The court's .

opinion stated that the defense of inequitable conduct bdsed'only on 'a"-_ SR

- “failure to disclose,” required clear and convincing proof of faﬂure_

of the applicant to disclose the art or mformatmn resulung from an intent .. .. .

to mislead the PTO."3!

The court distinguished the gmss negllgence standard of J.P, Stevens SR

which occurs “when a reasonable person ‘should have known of the

materiality of a withheld reference,'” regardless of subjective good faith, 22 ;' " .

The opinion outlined four defenses toa charge of unenforceablllty

That proof may be rebutted by a showing that (a) the pnor
art or information was not material (e.g., because. it is less
pertinent than or merely cumulative with prior art or infor-
mation cited to or by the PTO); (b) if the prior art or infor- |
mation was material, a showing. that applicant did not know
of that art or information; {c) if applicanidid not [sic] know
of that art or information, a showing that applicant did not
know of its materiality; (d) a showing that app]icant’s'failure

to disclose art or information did not result from an intent
to mislead the PTO.™?

Finally, the court emphasized that “[n]o single factor or combination of
factors can be said always to require an mference of intent to mmlead :
”234

In another appeat by ¥MC Corp., decided within weeks of Manitowoc,
the court again stated that the holding of J.P. Stevens should be limited
by its facts, to cases in which there had been no evidence at 2ll of good
faith, As for the other Federal Circuit cases that inferred intent from
gross negligence, the court stated: “[t]hat a finding has often followed

they were aware in the hope that the examiner would sort it 211 out. The 1992 amendment
to Rule 56 specifically exempts “cumulative™ art from the duty of disclosare, Infra n. 293
and accompanying text.

230. 835 F.2d 1411 (Fed. Cir. 1987).

231. id. at 1415,

232. Id. at 1415-16 n.9 (quoting J.P. Stevens, 747 F.2d at 1560).

233. Id. at 1415,

234. I4. at 1416 (emphasis in original).
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fruma set of facts does not tcduce that fm:hng to mcre tautology effectwe
without regard to all the evidence.” :

The court again tried to unlink matenahty and mtcns m Alten Organ _"‘

Co. v. Kimbail International, Inc.: 28

Howevcr matenahty does not presume mtent whu:h isa
separate and essential component of mequltable conduct By
The withholding of information must meet the thresholds of .

_both materiality and intent, and absent intent to withhold it -
“is not controlling whether the reference is found to anticipate
or otherwise to be material. As discussed in FMC Corp. v. -
Manitowoc Co., “[t]o be guilty of inequitable conduct one L
must have intended to act meqmtab!y LR

The court also applied more rigorously the American Hoist & Derrick -
test balancing materiality and intent.”® In Speciaity Compasztes v. Cabot
Corp.,™ the court affirmed a finding of no inequitable conduct where a’
patent agent “simply forgot” to disclose an arguably pertment prior use:
“Even if the failure to mention the existence of [the prior art] to the
examiner rises above the threshold level of intent, there was 1o reversible
etror in view of the low level of materiality . . . found by the district .
court. »240 ;

Finally, at least for now, in Kingsdown Medical Consultants v. Hol-
lister Inc., the court en banc signed a concluding section of the opinion
titled “Resolution Of Conflicting Precedent.”?' _ Chief Judge Markey,
writing for a unanimous court, acknowledged that some of their opinions
“have suggested that a finding of gross negligence compels a finding of
an intent to deceive,” whereas “[o]thers have indicated that gross negli-
gence alone does not mandate a finding of intent to deceive.”? Neverthe-
less, the court stated that gross negligence must be viewed “in light of all
the circumstances” of a case and “must indicate sufficient culpability to

235. FMC Corp. v. Hennessy Industries, Inc., 836 F.2d 521, (Fed. Cir. 1987).
236. 839 F.2d 1556 (Fed. Cir.}, cert. denied, 488 U.S. 850\ {7 -
237. Id. at 1567 (citations omirted). ° \ ‘ :
238. American Hoist & Derrick Co. v. Sowa & Soms, 725 F Zd 1350 1363 (Fed Cir.),
cert. denied, 469 U.S, 821 (1934).
239. 245 F.2d 981 (Fed. Cir. 1988).
240, Id. at 992-93.
241. 863 F.2d 867, 876-77 (Fed. Clr) cert. denied, 490 U S. 1067 (1988).-
242, Id.
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z;

requu'e a ﬁndmg of intent ta decelve nat3 e ST e
‘TIn Merck & Co., Inc. v. Danbury Phamacal Inc the court mferred 'f, G
intent from the documentary . evidence and from the fact-that- the patent R
owner had submitted to the F.D.A. data that was withheld from the .-
PTO.™ The trial court had found that the patent owner's explanatlon for‘ S
the disparity “strains crcduhty" %5. The court affirmed. o
The district court found in HewIett-Packard Co. . Bausch & Lomb "
Inc.,® that the patént owner submitted an ‘inaccura. affidavxt in an; / ~
attempt to satisfy the error-wnhout-decepnve-mtentmn i, uirement of o
the teissue statute. No countervallmg evidence. of good faith had. ‘been -
introduced. The trial court found mcquttab]e conduct bascd upon its -
finding of .gross neghgence but without any ﬁndtng of lntent to mmlead SR
the PTQ. On appeal, the court remanded the case noting that “the d:stnct S
court apparently understood that it was unnécessery togo beyond a ﬁndmg SR
of gross negligence, n 47 The court held that the dtstnct court had erred ,
and that “[a] finding of intent ta mislead is necessary n
More significantly, the court’s decisions can be read for the proposmon
that non—dtsclosure of prior art alone will no longer support a ﬁndmg of -
unenforceability.  Apposite here is. Hallxbunon Co. v. Schlamberger
Technology Corp., in which the court ‘reversed a finding of inequltable
conduct based upon the failure to disclose seven different references. The
Federal Circuit h21d the district court’s findings of materiality to be clearly
erroneous. With respect to intent, the court stated:

e}

Gross negligence cannot elevate itself by its figurative boot-

straps to an intent to mislead based on the identical factors

used to establish gross negligence in the first instance uniess

all the facts and circumstances indicate sufficient culpability.

An applicant’s conduct in its entirety must “manifestf] a )
sufficiently culpable state of mind to warrant a determination f L

L . R

243, M. '

244, 873 F.2d 1418, 1422 (Fed. Cir. 1989). ;

245. Id. at 1420 (quoting Merck & Co.,, Inc. v. Danbury Pharmacal, Inc., 694 F Supp.
1, 34). .

246. 882 F.2d 1556 (Fed. Cir. 1989).

247. 1d.at 1562 (Fed. Cir. 1989) (citations omirted). On remand, ina three-page opiniox,
the district court made an express finding of intent to deceive based on the “totality . of the
circumstances™ and “complete absence of evidence of good faith.” Hewlett-Packard Co.
v. Bausch & Lomb, Inc., 746 F. Supp. 1413, 1415 (N.D.Cal. 1990), aff'd without opinion,”
925 F.2d 1480 (Fed. Cir. 1991), cert. denied, lll S.Ct. 2854 (1991).

248. M.

\
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that it was inequitable.” *°
In each of its reported decisions since Kihgsdoﬁn the court has required
norni-disclosure plus some aggravating circumstance or an affirmative
misrepresentation to the PTOto support a ﬁndmg of mequltable conduct.

249, 925 F.2d 1435, 1443 (Fed. Cir. 1991} (citation omitted). o ‘

250. Consolidated Aluminom Corp. v. Foseco Int’l Ltd., 910 F.2d 804, 806 (Fed. Cir.
1990) (affirmed inequitable conduct holding based on intentional conceziment of best mode
and disclosure of false, inoperable mode); Fox Indus. v. Strucral Preservation Systems, ‘
922 F.2d 801, 804 (Fed. Cir. 1990} (affirmed inequitable conduct holdmg based on non- .
disclosure of highly material prior art hrochure applicant had used as source material in
drafting application); LaBounty Mfg., Inc. v. U.S. Int'l Trade Comm’n, 958 F.2d 1066
(Fed. Cir. 1992) (affirmed inequitable conduct determination based on non-disclosure of
applicant’s commercialization of its own prior art devices); Paragon Podiatry Laboratory,
Inc. v. KLM Laboratories, Inc., 984 F.2d 1182 (Fed. Cir. 1993) (affirmed summary
judgement of inequitable conduct based on submission of deceptive affidavits conceming
prior art and knowing failure to disclose pre-cnm:al date commercial sales of patent:d

device).

Mere non-disclosure of prior art is insufficient. See, eg., Greenwood v. Hattori Se:ko_
Co., Lid., 900 F.2d 238, 241-42 (Fed. Cir. 1990} (reversed inequitable conduct holding
based on submission of misleading Rule 131 affidavit where district court had made express
finding of no intent to deceive); Hoffman-La Roche Inc. v. Lemmon Co., 906 F.2d 684,
688 (Fed. Cir. 1990) (vacated and remanded holding of inequitable conduct where District
Court had inferred intent to deceive from gross negligence in failure to disclose material
foreign patent applications); Scripps Clinic & Research Feund. v, Genentech, Inc., 927 F.2d
1565, 1571-74 (Fed. Cir. 1991) (reversed summary judgment of inequitable conduct holding
based on misrepresentation of facts material to enablement in specification because no intent
was proven); Tol-O-Matic v. Proma Produki-Und Marketing, 945 F.2d 1546, 1553 (Fed.
Cir. 1991) {reversed inequitable conduct holding based on non-disclosure of a prior art
foreign patent, in absence of any circumstantial evidence of intent to deceive); Engel Indus.,
Inc. v. Lockformer Co., 946 F.2d 1528, 1533-34 (Fed. Cir. 1991) (reversed inequitable
conduct holding based on nen-disclosure of “cumulative” prior art references). -

Holdings of no inequitable conduct have been affirmed in all but one published opinion. -
RCA Corp. v. Data General Corp., 887 F.2d 1056, 1065 (Fed. Cir. 1989) (affirmed holding
of no inequitable conduct due to alleged failure to reveal prior art); Manville Sales Corp.
v. Paramount Systems, Inc., 917 F.2d 544, 551-52 (Fed. Cir. 1950) (affirmed holding of
no inequitable conduct due (o failure to disclose experimental use/sale because no intent
shown); Amgen, Inc. v. Chugai Pharmaceutical Co., Ltd.; 927 F.2d 1200, 1215 (Fed. Cir.
1991) (affimmed holding of no inequitable conduct due to alleged misrepresentation in
examples and withholding of test data because neither intent nor materiality was found);
Symbol Technologies, Inc. v. Opticon, Inc., 935 F.2d 1568, 1582 (Fed. Cir. 1991) {affirmed
holding of ne inequitable conduct due to failure to disclose prior art applicant “*should have -
known was material’” because no intent was shown); Kimberly-Clark Corp. v. Proctor & .
Gamhle Distributing Co., 23 U.S.P.Q.24 1921 (Fed. Cir. 1992) (affimed holding of no
inequitable conduct due to failure to disclose prior art whenapplicant's attorney had no intent
to deceive PTO).

The one published opinion vacating a ﬁndmg of no inequitable conduct involved speclal
circumstances. Dana Corp. v. NOK, Inc., 882 F.2d 505, 508-09 (Fed. Cir. 1989) (district
court finding of immateriality reversed in light of collateral estoppel effect of related pro-
ceeding finding materiality; remanded for finding on intent). On remand, the district court
ultimately found no intent. Sub nom. Dana Corp. v. IPC Limited Partnership,
15 U.5.P.Q.2d 1658, 1660 (E.D.Mich. 1990).
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D. The Deference: Due to-Trial Couris and
the Deference Shown to Trial Courts

As early as 1984, the court fécognized that the gross negligence
standard of intent combined with the lower standard of materiality ‘was
inducing parties to assert the inequitable conduct defense.  In Kimberly-
Clark Corp. v. Johnson & Joknson, the court stated that charges of fraud
in the PTO have been overplayed, appearing in nearly every suit, and that -
they have been “cluttering up the patent system.”®!  Nevertheless, the
court itself did little to discourage litigants from raising the defense on .
appeal. Theuitimate question of whether inequitable conduct had occurred
was said to be a question of law.®* This made appeal more attractive as
decisions of law are fully reviewable, while ﬁndmge of fact may only be
reviewed under the “clearly erroneous” standard of:Rule 52(a), E.R.-
Civ.P.*® In addition, the court noted that since the factual situations in
these types of cases vary greatly, they “must be decided on a case-by-case
basis. "> ' ~

These guidelines were all but an invitation to bring issues of inequitable
conduct before the court. The coust’s early decisions also showed a great
intolerance for sharp patent prosecution practice as evidenced by its
lowering of the materiality and intent thresholds. For at least a time the
court showed itself quite willing to substitute its assessment of the equities
of a case for that of the trial court. In 1983 and 1984, the court reversed
a half-dozen inequitable conduct decisions.” Moreover, the increased
attractiveness of the inequitable conduct defense was further enhanced by
the difficulties facing accused patent infringers as a result of other factors
affected by Federal Circuit decisions, e.g., burden of proof for invalidity

251. 745 F.2d 1437, 1454 (Fed. Cir. 1984),

252. American Hoist & Derrick Co. v. Sowa & Sons, 725 F,2d 1350, 1363-64 n.4 (Fed.
Cir. 1984), cert. denied, 469 U.S. 821 (1984}; Argus Chemical v. Fibre Giass-Evercoat,
759 F.2d 10, 13 (Fed. Cir. 1985), cert. denied, 474 U.S. 903 (1985), In re Jerabek, 789
F.2d 886, 890 (Fed. Cir. 1986).

253. Compare Pullman-Standard v. Swint, 456 U.S, 273, 287 (1982) with Anderson v.
City of Bessemer City, 470 U.S. 564, 573-76 (1985). .

254. Kimberly-Clark, 745 F.2d at 1454.

255. Rohm & Haas Co. v. Crystal Chemical Co., 722 F.2d 1556 (Fed. Cir. 1983),
Driscoll v. Cebalo, 731 F.2d 878 (Fed. Cir. 1984); Hyco:Corp v. Schiueter Co., 740 F.2d
1529 (Fed. Cir. 1984); Kimberly-Clatk Corp. v. Johnson & Johnson, 745 F.2d 1437 (Fed.
Cir. 1984); I.P. Stevens & Co., Inc. v. Lex Tex Ltd., Inc., 747 F.2d 1553 (Fed. Cir. 1984),
cert. denied, 474 U 8. 822 (1985); Thompson-Hayward Chemical Co. v. Rohm & Haas Co.,
745 F.2d 27 (Fed. Cir. 1984) (vacated and remanded with instructions to dismiss).
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and standards for assessing obvmusness 6

The court’s frustration with the growing number of mequltable conduct - - ’
cases was reflected in'several of the oplmons already discussed. In FMC
Corp. v. Manitowoc Co., Inc., Chief Judge Markey wrote that the i meqm-' 5

table conduct defense “is not, or should not be, a magic incantation to be
asserted against every patentee.”™ A year later in Burlington Industries,

Inc. v. Dayco Corp.,”® Senior Judge Nichols pronounced that “the habit ; -

of charging inequitable conduct in almost every mhjo: patent case has
become an absolute plague.”® He noted that although the allegations
succeed in only a small percentage of cases, reputable attorneys seem to
feel compelled to make the charge--perhaps inan attempt to gliarantee that
they represent their client’s interests adequately. Since the parties neces-
sarily attack the very core of one¢ another’s integrity in -asserting such
charges, increased assertion of the charges destroys any mutual respect
between the parties and harms the reputation- of the bar itself. Judge
Nichols noted that although the charge was at one time known more
pejaratively as “fraud on the Patent Office,” the fact that the name has
changed “does not make the thing itself smell any sweeter.”?®

The Federal Circuit in FMC Corp. v. Manitowoc Co., Inc. suggested
that in order to limit the number of appeals, it would apply a standard of
review mcre deferential to the district court’s findings. The Circuit
instructed district couris to evaluate “all of the evidence.” It further
instructed district courts to make findings of fact concerning materiality -
and intent, noting that these fact findings will only be reviewed under the
“clearly erroneous” standard of F.R.Civ.P. Rule 52(a)." ‘ ‘

The most aggressive attempt to reduce the number of appeals con-
cerning the inequitable conduct issue came in the court’s en bane decision
in Kingsdown Medical Consultants v. Hollister Inc® In that decision,
the court abandoned the notion of inequitable conduct as a question of law
and instead focused on the equitable roots of the doctrine. In doing so,

256. E.g., American Hoist & Derrick Co. v. Sowa & Sons, 725 F.2d 1350, 1358-59 (Fed.
Cir.), cert. denied, 469 U.S. 821 (1984); Environmental Designs v, Union Qil Co. of Cal.,
713 F.2d 693, 698 (Fed. Cir. 1983), cerr. denied, 464 U,S, 1043 (1984); Stratoflex; Inc.
v. Aeroquip Corp., 713 F.2d 1530, 1534-35 (Fed. Cir. 1983); Jones v. Hardy, 727 F.2d
1524, 1528-29 (Fed. Cir. 1984).

257.. 835 F.2d 1411, 1415 (Fed. Cir. 1987)

258. 849 F.2d 1418 {Fed. Cir. 1988).

259, Id, at 1422,

260. M.

-261. 835 F.2d 1411, 1416 (Fed. Cir. 1987).
262. 863 F.2d 867 (Fed. Cir. 1988), cert. denied, 490 U.S. 1067 (1989).
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- the court held that the determination of inequi_table conduct is to be left
+ 10 the discretion of the trial court and may be reviewed only under an
“abuse of discretion” standard.*® The Kingsdown court cited to PPG
) Industries v. Celanese Polymer Pecialties Co.,  which held that in order - '
to overtumn a discretionary district court ruling, an appellant st demon-
strate either that the ruling relied upon “clearly erroneous findings of fact
or a misapplication or misinterpretation of applicable law” or that “the
ruling evidences a clear error of judgment.”® In effecting this change, '
the court apparently intended to discourage parties from raising: the issue
on appeal by facilitating the. appellate court’s ablhty to affirm of the tnal

court as a matier of course.

Nevertheless, the court has still shown itself wﬂhng to substmlte its:

own judgment for that of the district court. In Halliburton Co . Schlum-
berger Technology Corp., the trial court found the patents in suit unen-

forceable based on seven prior art patents not disclosed to the PTO.% -

The district court entered extenswe findings concerning the undlsclosed
references taken in f_our groups. Foreach group, ﬁndmgs were mad_e with
respect to both materiality and intent.*” The district court also considered
and rejected testimony concermng the good faith of the attomey who
prosecuted the patents.?®

The Federal Circuit reversed On matenallty, the court found that the
trial court had Imsconstru[ed] the crux of appellant’s claimed inventions”
and thus “missed the significance of the differences” between the uncited
art and the claims at issue.?® With respect to intent, the court ignored the
district court’s adverse findings concerning the credibility of the prosecut-
ing attorney, finding his testimony of good faith “dbjectively reasonable.”
The court held that the absence of materiality made the ﬁndmg of intent

based on gross negligence clearly erroneous,?™ .
P W

263, Id. at 876 (citations omitted).
264. 840 F.2d 1565 {Fed. Cir. 1988)
265. M. at 1572 (Bissell, J., additional views).. .
266. 722 F. Supp. 324, 328-40 (8.D.Tex. 1989), rev'd, 925 F.2d 1435 (Fed. Cir. 1991).
267. M. .
268. Id. at 332, )
269. HalliburtonCo. v. SchlumbergetTechnology Corp 925 F.24 1435, 1441 (Fed Cn’
1991). .
270. Id. at 1443.



88 . Harvard Journal of Law &‘Tech'ﬁt)lqu ‘ | - [Vol, 7 i | ,:-

IV. WHAT OF THE FUTURE?

Those who complain about the inequitable conduct decisions of the
Federal Circuit fall primarily into two categones (1) those who disagree
with the standards applied by the court or inferred from its decisions with -
respect to materiality and intent, and (2) those who complam about the
absence of uniformity or consistency in the court’s decisions.

While the court grappled with the intent issue in the period between
the A.B. Dick and Kingsdown decisions in the late 1980s,” the bar
engaged in a concerted effort to change the standard of materiality to make
the inequitable conduct defense more difficult to assert, Briefly in Con- -
gress, and then in the PTO, almost five years of debate culminated in a
major revision of Rule 56 that took effect in March 1992. To date, no
Federal Circuit decisions have interpreted the new standard of materiality
adopted by the revised Rule. If, as it did in 1984, the court bases its
assessment of materiality on “how one ought to conduct business with the
PTO,"*” then the new Rule may provide a new standard of “equitable-
ness™ against which a patent owner’s conduct can be measured in litiga-
tion. In addition, the most recent decisions of the Federal Circuit leave
anumber of questions unanswered about the standards of inteat, materiali-
ty and the Circuit’s w111mgness to subsmute its Judgment for that of the
district courts. :

As for uniformity, it may be time to recognize that, unlike in other
areas of patent law, the facts that present themselves in inequitable conduct
cases are so diverse and so dependent on the reactions of the triers of fact
to the witnesses and documents presented at trial, that true uniformity is
simply not possible. The court, having elucidated perhaps as a clear
standard as possible, may now leave that standard to be applied in the
district courts on a carg-by-case basis in an attempt to “do equity.”
Accordingly, the objective of reducing the number of appeals may best
be accomplished by limiting the number of reversals for abuse of discre-.
tion as discussed in the Conclusion, infra.

271. Supra notes 224-43 and accompanying text.
272. American Hoist & Derrick Co. v. Sowa & Sons, Inc 725 F. 2d 1350 1363 (Fed' :
Cir. 1984), cert. denied, 469 U.S, 821 (1984).
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A. The .Chan'ges to PTO Rule 56

By the time 4.B. Dick had been decided in 1985, the line between

equitable and inequitable conduct appeared to have shifted significantly

in favor of parties asserting the defense. " The.hurdles of materiality and

intent had been lowered to a point where non-disclosure of art that a

reasonable examiner would have deemed 1mportant would certamly
result in a finding of materiality and could easily lead to an inference of
inequitable intent based on gross negligence.

This does not mean, however, that a significanily greater percentage
of patents were being held unenforceable. To the contrary, a 1988 article
reported that in the 1977-87 period, charges of inequitable conduct were
rejected about seventy-five percent of the time at the district court level
and that inequitable conduct was ultimately found in only about ten percent
of the cases in which that issue was decided on appeal.””™ But these
statistics did not address the concern that the newly enunciated standa.rds
might tip those statistics in favor of the defense. ‘

InMarch 1987, an American Intellectual Property Law Association Ad
Hoc Committee on Rule 56 and Inequitable Conduct issued a position
paper asserting that the ihequitab]e conduct defense was having an adverse
impact on the patent system. The Committee noted that the practical
effect of the defense had been to create confusion and uﬁcertaimy as to
the enforceability of many patents and to deny many worthy inventions
patent protection. Such uncertainty lead to a proliferation of fraud charg-
es; estimates indicated that inequitable conduct was raised in about 80%
of all patent infringement cases. While these charges seldom prevailed,
the fact that they inherently center around the “moral turpitude™ of the
inventor, patent owner, and patent attorney or agent increases hostility
between parties, making settlement more difficult.”™ The charges also

divert attention from the merits of the case-—whether the invention is

patentable and whether the patent is being infringed.
The question of the “moral turpitude” of inventors and their attomeys
relates to the presence or absence of intent to deceive the PTQ. Rather

273. Donald R, Dunner, Ineguitable Conduct: Is The Sky Really Falling?, 16 AIPLAQ.J.
27, 29 (1988). Another study reviewing 200 cases from 1945-85 concluded that proof of
inequitable conduct “is more difficult than proving invalidity.” James L. Rowe, Fraud
Statistics, 16 ATPLA Q.J. 280, 286 (1988).

274. Commitiee Position Paper, The Doctrine of Inequitable Conduct and The Duty af
Candor in Patent Prosecution: Its Current Adverse Impact on the Operation of the Un:ted
States Patent System, 16 AIPLA Q.J. 74, 75 (1988) (foomote omitted).
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than try to revise the gross neghgcnce standard which had cvo]ved the-
Committee proposed instead to diminish the _duty of dlsclosure so that
materiality would be measured by a “but-for” test. Under this test,
information misstated to or witheld from the PTO would only be held to
be material when but for the withholding or misstatement of the informa-
tion, “one or more claims of the patent should not have issued or should
have issued with different scope.”?” Presumably, if less art were deemed
~material, the failure to disclose could not be criticized regardless of
whether the failure arose from gross negligerice or intentional conduct.?’

In january 1988, in a letter to the AIPLA, Donald J. Quigg, Com- .
missioner of the PTO, enclosed a draft of a proposed Rule 57 to replace
Rule 56. Subsection (b) incorparated the “but-for” test: “(b) Any individ-
ual designated in paragraph (a) of this section has a duty to disclose to the
Office all information which that individual knows or should have known
would render unpatentable any pending claim of the application.””” The
Commissioner also prcgosed draft rules relating to the substance and
timing of information disclosure statements that would satisfy the duty of
disclosure.

In March 1988, legislation to revise the law of meqmtable conduct was
also introduced.” The “Patent Licensing Reform Act of 1988” dealt
primarily with an attempt to codify licensing practices that would or would
not trigger the patent misuse defense. However, Section 3 of the bill also
proposed to codify “fraud or other inequitable conduct” as an affirmative
defense to a charge of mfnngement The proposal retained the gross
negligence standard of irfent but included a “but-for” standard of material-

~ty:

(2) For purposes of paragraph (1), “fraud or other inequita-
ble conduct” in procuring a patent includes the intentional
or grossly negligent failure of an individual to disclose to the
Patent and Trademark Office information— |

275. Id. at 85,

276. See, e.g., Litton Indus. Prod., Inc. v. . Solid State Systems Corp., 755 F.2d 1‘8 167
(Fed. Cir. 1985) (“IW]e need not be concerned with the question of mt:nt, because the
district court’s finding of materiality was clearly erroneous,”). '

277. Letter from Donald J. Quigg, Comm’r of PTO, to Jossph A. DeGrandi, President
of AIPLA, Jan. 11, 1988, Patent and Trademark Office Proposals to Modify Rules 56 and
97-99, 16 AIPLA Q.J. 96, 101 (1988).

278. H.R. 4086, 100th Cong., 2d Sess. (1988), reprinted in 35 PAT. TRADEMARK. &
COPYRIGHT J. (BNA) 385 (1988).
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(A) of whxch the individual has actual know]edge,

(B) which that individual has a duty to disclose to the
Patent and Trademark Office with respect to the patent
claim, and ‘
(C) which the mdmdual knows or should have known
would render the claim unpatentable

The legislation was ultimately not enacted.

In October 1988, Mr. Quigg announced that the PTO rvould no longer
evaluate matters relating to the question of deceptive intene. Noting the
Federal Circuit’s Manitowoc decision,” the Commissioner pointed out
that the PTO is not the bist forum in which to determine whether there -
was any “intent to mislead.”?! The Commissioner stated that such a

determination would best be made through witness cross-examination and

that the PTO is not well equipped for such testimony. Furthermore, he )
noted that altering PTO procedures to aliow such cross-examination would -
constitute ineffective use of resources. - He also announced that the PTO

would propose a rule change that would define material information as that -

“which an mdmdual knows or should have known would render unpatent— -
able any pending claim in an apphcanon ¢

The proposed rule change, titled “Duty of Disclosure and Pracutmner S

Misconduct” was published in March 1989.2% It was primarily intended:
“to clarify the duty of disclosure standard™ but also to diminish the burden

patent applicants face in complying with the duty of disclosure, The rule |

was also intended to provide clear procedures and mandatory deadlines
for submitting information that would help reduce the risk of valuabie
patent rights being lost. The PTO expressed that the threat of litigation
will provide sufficient incentive for adequate disclosure. It noted that an
apphcant could completely avoid or develop a strong defense to potenual

' inequitable conduct charges by disclosing close art or information. By

refusing to disclose such art, the applicant would bear the risk that “a
court may find that the withheld information does, in fact, affect patent-
ability. ‘

279. Hd. at 386-387.

280. FMC Corp. v. Manitowoc Co., Inc., 835 F.2d 1411 (Fed, Cir. 1987}

281. Patent and Trademark Office Implementation of 37 C.F.R. 156 1095 OFF. GAZ.
PAT. OFFICE 16 (Oct. 11, 1988).

282. Id. at 17.

283. 54 Fed. Reg. 11,334 (1989)

284, Id. at 11,335,
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The . PTO emphasmed that it was proposmg an objective “but for
standard “nrot based on the subjeqtlvg determination .of any particular
examiner” but rather on “an objective legal _conclus_ioﬁ as to the patent--
ability of one or more claims” under the patent statute and'case law,?
Contrary to the A.B. Dick decision, if theexaminer found the a'\'rt‘himself, :
the duty of disclosure would have been:satisfied.”® Furthermore, in
response to a contrary precedent,?”” inequitable‘conduct would not be
found based upon conduct with respect to cancelled claims or abandoned
applications. The text of proposed Rule 57(b) itself stated: ' '

This duty continues with respect ta the pending claim until
itis canceled or the application becomes abandoned at which
time the duty ceases. Thus, the duty is violated only if a
patent issues with a claim which would be rendered unpatent-
able by the withheld information when all the facts of record
in the patent file and known to the individuals designated in
patagraph (a) of this section at the time the patent issues are
considered.”8

At the May 1989 Spring Meeting of the AIPLA and at a June 1989
PTO hearing, attorneys complained about the new rule to the extent that
defined material information which an inventor or his attorney "‘shpuld
have known. "%® Nevertheless, the proposed rule was deemed an improve-
ment over the existing standard, which was denounced as a patent-kﬂlmg

“virus.” ‘

Over a year later, at an August 4, 1990 meeting of the ABA‘s Section
of Patent, Trademark and Copyright Law, the new Commissioner of
Patents and Trademarks, Harry F. Manbeck, announced that he would not
embrace the “materiality” standard of proposed Rule 57. The Commis-

285. Id. at 11,336.

286. Id. ) )

287. Argus Chemical Corp, v. Fibre Glass-Evercoat Co 759 F.2d 10, 12 (Fed. Cir.),
cert. denied, 474 U.S. 903 (1985); A.B. Dick Co. v. BurroughsCorp 798 F.2d 1392, 1398
(Fed. Cir. 1986).

288. 54 Fed. Reg. at 11,341,

289. One attorney called proposed rule 57(b) “the badge of snnple negligence.” AIPLA
Meeting Examines PTO's Proposed Rule 57, 38 PAT. TRADEMARK & COPYRIGHT J. (BNA)
127, 128 (1989). Another was reported to say that it would be “extremely expensive in
litigation.” ‘Bur For' Materiality Standard Endorsed at Hearing on Disclosure: Rules
Revision, 38 PAT. TRADEMARK & COPYRIGHT J. (BNA) 242, 243 (1989)

290. Id. at 243.
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sioner reasoned that (1) the standard enunciated in the Rule 56 of that time
appeared to be best equipped for bringing forward information needed by }
phtent examiners, and (2) that the same standard was also followed by the
Federal Circuit in many cases including Merck & Co. v. Danbury Pharma-
cal Inc.,”" a case which had been decided after the propsed Rule 57 was
published and available for comments. Mr. Manbeck did promise,
however, that a new Rule 56 would be proposed in the future. On Au-
gust 8, the Section adopted by a 69-1 vote a resolution calling fora change
to a “but-for”. standard.”

Another year passed, and on August 6, 1991, a Nonce of Proposed
Rulemaking titled “Duty of Disclosure” was published.** Section 1.56(a)
of the proposal began with a statement of policy that echoed the Supreme
Court’s 1945 decision in Precision and the C.C.P.A.'s 1976 decxs:on in
Norton:

(a) A patent by its very nature is affected with a public
interest. The public interest is best served, and the most .
effective patent examination occurs when, at the time ‘an
application is being examined, the Office is aware of and
evaluates the teachings of all information material to patent— :
ability 2%

The rule set forth a general “duty of candor and good faith,” which
includes the duty to disclose art “material to patentability.”? The stan-
dard was defined in subsection (b) to encompass material “not cumulative
to information already of record” that creates a “prima facie case of
unpatentability” or that supports arguments of unpatentability.™ In
addition to defining a normative standard, the proposed rule also provided .-
guidance for the first time rega.rdmg conduct closer to the line between
equitable and inequitable behavior. Toensure that all material information
would be disclosed to the PTO, the Office encouraged applicants to
carefully examine prior art cited in search reports of foreign patent offices
as well as information which seems closely related to any pending patent

291. 373 F.2d 1418 (Fed. Cir. 1989).

292, 40 PAT. TRADEMARK & COPYRIGHT J. (BNA) 323 (1990).

293, Id. at 324,

294. 56 Fed. Reg. 37,321 et seq. (1991). .

295. Id. at 37,329; compare text accompanying supra notes 65 and 116.
296. Id. .

297. Id
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claim.” : :
The proposal said nothing about intent. It also made more ﬂenble the
proposed requirements for the ﬁlmg of an Information Disclosure State-
ment.”® And the PTO, perhaps in response to complaints about praposed
Rule 57, emphasized that “[t}he duty contemplated by proposed § 1.56
requires both knowledge of the information and knowledge of its matenalz-
ty. "0

Reaction to the proposed rule was lukewarm at best. At the annual-
meeting of the ABA’s Patent, Trademark and Copyright Law Section in
August 1991, a resolution in support of the proposal was defeated 51 to
78.%! Sixty written comments were received by the PTO concerning the
proposed rule, and eleven individuals testified at an October 1991 hear-
ing.*? The Notice of Final Rulemaking included an extensive discussion
of these comments and suggestions.*® These will doubtless provide a
fertile source of “legislative history” as the new rule is litigated.

Rule 56, as adopted, defined materiality as follows:

(b) Under this section, information is material to patentability
when it is not cumulative to information already of record
or being made of record in the application, and '
(1) It establishes, by itself or in combination with other
information, a prima facie case of unpatentability of a
claim; or : :
(2) It refutes, or is inconsistent wuh a posmon the appll-
cant takes in: ‘ ,
(i) Opposing an argument of unpatemablhty tehed on
by the Office, or '
. (ii) Asserting an argument of patentablllty 304

The PTO made plain that the new rule was broader than the objectivé ,
“but-for” standard sought by various membets of the bar. ‘That objectice
“but-for” standard, the PTO argued, would not allow it to obtaln the
information it needed to ptoperly assess the patemablhty of the pendmg-

298, Id.

299. Id. at 37,329-31.

300. id. at 37,322.

301. 42 PAT. TRADEMARK & COPYRIGHT J. (BNA) 417 419 (1991)
302. 57 Fed. Reg. 2021 (1992). .
303. Id. at 2021, 2022-23 (1992).

304. 37 C.F.R. §§ 1.56(a)-(b) (1992).
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claims ¥

The new Rule 56 solves some problems but creates others From an
administrative point of view, it formally relieves the PTO of the need to
consider fraud issues in the context of ex parte patent prosecution, codify-
ing by omission the PTO’s October 1988 policy decision in this regard .3®
Purthermore, it gives applicants more specific direction regarding what
is expected of them to satisfy the duty of disclosure. ‘

Nevertheless, requiring an applicant to disclose information that “estab-
lishes a prima facie case of unpatentability,” may place an applicant, and |
particularly his or her attorney, in the uncomfortable position of having
first to disclose and then to refute arguments that might not have occurred
to the patent examiner. Although the conﬂicﬁng duties of the attorniey 1o
the applicant and to the patent system have long been recognized as a
problem,*” it remains to be seen how the PTO and the courts will inter-
pret this provision of Rule 56. The starting point for the development of
the law will doubtless be the Federal Circuit’s waming in LaBounty
Manufacturing, Inc. v. U.S. International Trade Commission. that“[c]lose
cases should be resolved by disclosure, not umlaterally by the appli-
cant, 7%

B. Open Issues in Federal Circuit Decisions

Few court decisions completely resolve any pointof law. Thei meqmta-
ble conduct decisions of the Federal Circuit are no exception.

With respect to the standard of intent, the court’s decision in Kings-
down hed that all evidence, including that regarding good faith, “must
indicate sufficient culpability to require a finding of intent to deceive.”*®
It remains to be seen whether the court will interpret this case in the future
as distinguishing the cases that permit such a finding but not require i,
Such an interpretation would be consistent with the burden of proof, which
requires clear and convincing evidence to sustain the inequitable conduct
defense.’® However, no distinction appears to have been drawn in any

305. 57 Fed. Reg. 2024 (1992).

306. Supra note 281.

307. Supra note 4 and accompanying text.

308. 958 F.2d 1066, 1076 (Fed. Cir. 1992).

309. Kingsdown Medical Cansultants v. Hollister Inc., 863 F.2d 867 876 (Fed. Cll'
1988} (emphasis added). )

310, Supra note 175.
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On the issue of malenahty, we have yet to see how the eoun will: am.ly
the standard of the 1992 revision of PTO Rule 56; -In 1984; mAmericdn
Hoist, the court adopted the PTO standard of matenallty as “an appmpn-- o
ate starting point” becanse it “most c]usely aligns with how one ought to_*“' e
conduct business with the PTO.™" At first blush, it would seem thatthe ~ "
new statement of the- matenahty standard equates matenahty w:th un-: B
patentability which, in the context of ]mganon means invalidity. ‘Put
another way, if the test for materiality requires proof of invalidity, why. o
litigate inequitable conduct, which requires the additional proofof intent? © "~ = .

However, the new Rule 56 establishes a “duty of good faith and =~
candor,” only one.aspect of which is the duty to disclose malenal art. ., ‘ : Y.
During the comment period, it was suggested that the proposed rule read ST
literally would penmt a “conspiracy of silence” in which: the applicant
does not appreciate materiality and the attorney does not ask. ~The PTO
responded that such a problem would not occur since the term eonsplra- i
cy™ itself connotes unlawfulness, which violates. the duty ofcandorand
goaod faith.” Doubtless other scenarios will appear mlmgatlon that w1ll SR
further define the duty of good faith and candor over time.. . =" © -

Finally, with respect to the standard of review, 1t is difficult to recon- .
cile the “abuse of discretion” standard announced in ngsdown’“ with
the court’s decision reversing the district court’s findings mHalItburton ns.
Presumably, a review for abuse of discretion will defer to thé ﬂndmgs of -
the district coust te the greatest extent. Following this rationale, the court ; SR
has routinely affirmed decisions that turned onthe quest:on ot‘ intent unless - e
the court below improperly. apphed a gross negligence test.> 6 It remams -
to be seen, however, whether the court will give the same’ deference to -
trial courts on issues of materiality.  The Hallzburton deelslon rauses the o
possibility that the court will continue to draw upon its expemse mdeter- e
mining wk.ot must be and what neid not be d:sclosed in patent prosecunon o

If so, the court will again be at cross purposes with the goal of redue- N
ing the number of appeals. An attorney faced with an unfavarab]e result -
concerning inequitable conduct cannot tell which court s assessment of the _

311. Supra note 250 and accompanymg text. ‘ ‘ ‘
312. 725 F.2d 1350, 1362-63 (Fed. Cir. 1984), cert. demed 469 U S 821 (1984)
313. 57 Fed. Reg. 2021, 2026 (1992). . .
314. See supra note 263 and accompanying text.’

315. 925 F.2d 1435, 1441 (Fed. Cir. 1991). - - -

316. See supra notes 247, 250 and accompanyipg texz,
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facts mHallxburton was more sound Nevertheless, the wﬂlmglms of the
Federal Circuit to reverse such a pamstakmg analysis of the issue can only
encourage counsel to take a chance on appeal partxcularly where the' o
attorney beheves—-as most advocates nalurally would—that the crror dimo

his or her case is at least as eompellmg as the sxtuanon in' Hthburtan e

'CONCLUSION THE ELUSIVE
' GOAL OF UNIFORMITY |

As early as 1986, two commentators rewewxng the Federal Circuit .

decisions. on inequitable conduct concluded that the court’s .opinions - -

consntute[d] a mictocosm of the prior history of the prohlbmons against .
improper conduct before the [Patent] Office, as developed in the' dlstnct ‘
courts and sepérate courts of appeal,” as their decisions in the area con-

flicted even when factua.l situations were ‘Thighly analagous.“_' Other '

commentators have reached similar conelusxons 38 Given that a Tlack of

uniformity has been the hxstory of the law in this- area, two questlons

remain: (1) is true tm1fonmty possible? and (2) xf not how much uncer- . L ; :

tainty in the law is tolerable? = . =

The Federal Clrcult has made umform the statement of the e!ements L

of the defense, the burden of proof, and the effect on an ‘issued patent of o
a finding of inequitable conduct. However, because the defense isan

equitable doctrine, the Tesults reached in partlcular cases will almost L

necessarily vary. In applying to a st of facts each of the fubrics Gf the N

law, e.g., “there is no duty to cite merely cumulatlve art, »319 atrial court . o - .'
will be influenced by the testlmony of w1tnesses whose cred1b111ty w:ll' PR

vary, by the court’s own reactions to documentary aud clrcumstantlal [

i

317. Kenneth R, Adamo & Robert P. Ducatman, The Starus of the Rules of Prohibited .

Conduct Before the Office: “Violation of the Duty of Disclostire”. out of FInequitable . :

Conduct™ by "Fraud,” 68 J.- PAT. & TRADEMARK OFF. SoC'Y 193, 194 (1986).
318. Laurence H. Prenty, Inequitableé Conduct. in.the PTO — Is the “Plague” Enfering

' Remission?, 71 1. PAT. & TRADEMARK OFF. SOC'Y 46 (1989) (“If the defense has reached * -

the stage of a plague, the Federal Circuit itself has been to some exteat its ‘czrrier by the
inconsistency of its decisions in recent years.™); Donald S. Chisum, Patent Law and the
Presumptior. of Moral Regularity: A Critical Review of Recent Federal Circuit Decisions
on Inequitable Conduct and Wiilful Infringement, 69 1. PAT. & TRADEMARK OFF. SoC™Y

27, 29 (1987) (*The law on these subjects is currently in a stte of uncertainty.”); id. at41-
(decries “current abssnce of predictability in this area of the law”); John F. Lynch; 4n
Argumenr for. Eliminating. the Defense of Patent Umforceabma' Based.on Ineqwrab!e :

Conduct, 16 AIPLA Q.J. 7, 8, 14-15 (1988).
319. See supra note 193 and accompanying text,
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. evidence, and by the court’s. general senise of what consututes
result. A court's. conclusion in 1ts pnnted declsmn that the. uncned art ls‘ ;

or is not “cumulative” seldom: reﬂect‘.s the’ subtletles of the process by i o

‘ which the court reached its decxslon.

Even the rubncs themselves are sufﬁclently broad to al!ow growth and :
change over time. ! This evolution can be seen in the changmg judicial

perceptions of the duty of disclosure and lnequ.ltable intent from the. 1950’ i
to the 1970’s, and in the Federal Circtiit's decisions conceming the
inference of intent from gross negllgenoe m Similarly, the new more
detailed definition of materiality in the 1992 a.mendments to Rule 56 w111 "
almost certainly not cover all fact s1tuanons that are llkely to arise. >
The law as it has developed estabhsh&s certain uom of eqmtable
conduct. As fact patterns repeat themselves, issues that were atthe cuttmg ,
edge of the law become more clearly resolved. An example of this is the
cautionary language of Rule 56(a) that “encourages applicants to carefully
examine” art cited in foreign prosecutions and the art that the appllcant ‘
considers close. Moreover, the law is and has béen‘reasbﬁably clear r'.hat,‘
in close cases, an applicant should err in favor of disclosure.™ :
_ Tttherefore appears that the court has given sufficient guidance fot the
vast majority of patent applicants to fulfill the duty of good faithA.axid_‘-

320. Compare the law of obviousness, in which the facwal analysis required by Graham -
v. John Deere Co., 383 U.S. 1, 17-18 (1966), ptresents fact issues that recur from case to -
case. See Panduit Corp. v. Dennison Mfg. Co., 8310 F.2d 1561, 1566 (Fed. Cir, 1987), cert,
denied, 481 U.S. 1052 (1987). Even there, however, the categary of “objective evidence™
is sufficienty broad to allow for the variety of extrinsic facls that appear from case to case.

321. This growth was observed over 70 years ago:

The nules and principles of case law have never been treated as final truths,
but as working hypotheses, contirually retested in those great laboratories -
of the law, the courts of justice. Every new case is an experiment; and if '
the accepted rule which seems applicable yields a result which is felt tobe -
unjust, the rule is reconsidered. . It may not be modified at once, for the
anempt to do absolute justice in every single case would make the develop-.
ment and maintenance of general rules impossible; but if a rule continues

to work injustice, it will eventually be reformulated, The principles them-
selves are continnally retested; for if the rules derived from a principle do
not work well, the principle itself mmst ulimately be re-examined L

BENTAMIN CARDOZO, THE NATURE OF THE JUDICIAL PROCESS 23 (1921) (quuung MONROE
SMITH, JURISPRUDENCE 21 (1909)).

322. Supra Sections II, Part C and HI, Part C.

323. Supra Section IV, Part A.

324. See, e.g., LaBounty Mfg., Inc. v. U.S. Int’l Trade Comm n, 958 F. 2d 1066, 1076
(Fed. Cir. 1592) (“Close cases should be resolved by disclosure . . ."); American Hoist &
Derrick Co. v. Sowa & Sons, 725 F.2d 1350 1363 (Fed. Cir. 1984), cert: denied, 469 U S.
821 (1984).
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candor. There will be fact’ situations tha fall near "dr beyond the bduild-" ‘ ‘
.aries of equitableness, some in good falth some not, but tlns appears to

be unavoidable.

What chance is there of stemmmg what the court called the plague :
of inequitable conduct charges in litigation? At the trial level, very little. »
The revisions to Rule 56 and the background comments of the PTO make ‘
plain that the courts, not the PTO, are to be: forum for enforcement of the

duty of good faith and candor.®

At the appellate level, by adopting the standard of review based on_- |

abuse of discretion, there is a potential to reduce the number of appeals

of inequitable conduct decisions. However, the abuse of dlscretlon stan- 2

dard has been given various interpretations, with the courts of appeals

deferring to trial courts in varying degrees on different types of issues.? |
To reduce the number of appeals concerning inéquitable,oondﬂ__ct; it

. may be necessary for the Federal Circuit “to sustain rulings of the trial
judge which it disapproves but does not consider to be outside the ball

park.” To the extent that the Federal Circuit cedes that much Iatitude

0 the district courts, and to the extent that those courts make plain ’when o

their rulings are based on credibility of witnesses .and similar factors

within the trial court’s expertise, affirmancés may become the norm and -

the incentive to attémpt to retry unenforceabxhty issues on appeal may he '

reduced.

325, Supra notes 280-84 and accompanying text.
326. See Friendly, supra note 181, at 755-56.
327, M. ax 754. ‘








