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1. STATEMENT OF THE NATURE AND STAGE OF PROCEEDINGS

Leadsr Technologies, In¢. (“Leader™) filed this action against Facebook, Iric:
{“Pacebook™), alleging fringement of 11.8. Patent No. 7,139,761 on November 19, 2008.
‘Discovery opencd on February 17, 2009. See D.I. 76; see alsa D.I: 111.at2, The final date to
amend pleadings was Novémber 20, 2009. The Markman hearing was heid on January 20, 2010
-and the Courtissued a Claim Construiction Order on March 9, 2010. Trial is June 28, 2010. DL
76.. Facebook filed a Motion for Leave to Amend its Responsive Pleading t0-Add a Diefense and
‘Countérelaim of Incguitable Coridiiet and t Amend its False Marking Counterclaim (“Third
-'ijﬁo.se&- Axﬁendmﬁa#*)_ on March 25, 2010. D305 g
. SUMMARYOF ARGUMENT

Facebook will take any dction fo stall the impending trial scheduled in less than three
months, including secking another amenidmient to the pleadings in an attempt foput Leaderina.

ng-win situation, If the Court grants Facebook’s motion, Leader will be extremely prejndiced in

‘having to defend against new defenses and elaims in less than two months withno opportunity to

“take reasonable discovery, or possibly lose its June 28 trial date. More troubling is that
. Faceboolc does not have.good cause to-amend its defenses and counterclaims with new claims,

‘miuch Tess factual-support for them. Every document Facebcok refies on and cites in s Third

Proposed Amendment was produced at least ¢ight months ago, and many of them were produced.

ayearago. Nothing prevented Facebook from conducting written. discovery into these:
~documents afier they were produced. No interrogatories or requests for admission were
propounded in connection with these documnents. More importantly, the deposition testiriony
that is Facebook’s sole basis for seeking o amend the pleadingg at this late date does not support
Facebook’s Third Proposed Amendment.

Facebook cannot satisfy the more rigid standard of demonstrating good ca;usc_,‘t@-seték'
améndment as required by Rule 16(b) of the Federal Rules of Civil Procedure, Pressure Prods,
Med Supplies, Inc. v. Greatbatch Ltd , No; 2008-1602, 20T0'WL 1051154, at *1, 8-10 (Fed. Cir.

Mar, 24, 2010) (uphiolding the denial of a motion to amend o add an inequitable conduct claini
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filed months after the deadline to. amend pleadings becanse of a lack of good canse); Eastern
Minerals & Chems. Co.v. Mihan, 225 B.3d 330, 340 n.18 (3 Cif. 2000) (affirting dénial of

' -mnﬁbn;tc‘mnend based exciusively on a lack of good eduse). Facebook’s faitute-to pursue its
new thearies hased on documents produced at ledst ¢ight monthis earlier demonstrates its fack of
diligence, Close scrutiny of the cited deposition testimony further demonstrates Facebook's lack
of good cause and exposes iis lack of good faith in bringing this motion,

Pacebook also fails to mest the higher standard required for pleading a claim of
imequitable conduct under Fed, R.Civ. P, 9(b). Pressuré Prods., 2010 WL 10511554, at ¥9.10
{a five member panel unanimously reaffirmed the significantly higher pleading requirenients for
an inequitabge conduct allegation}. Facebook has summarily. asserted thateriatity and tafént 10
-deceive, bul has fadled to assert ¢ven a'threshold levet of each element required 10 SUpport &
finding by clear and eonvincing evidenceiat rial. [d. (citation omitted), o

 Itis hard to imagine a more prejudicial scenatio than waiting until the:eve-of trial to

spring new claims and defenses based on inforiation Facebodk has had for more than two-thirds
Qf 2 year. Leader will be ubdily prejudiced in preparing its-case fortrial if Facebook is
permitted to add these claims 2nd defenses, while Facebook has had months 10 prepate these new
—claj;ns. Leader wilt be unable to seek fact discovery into the bases for B accbook’-s:ciaims, take
depositions of relevarit third party witiiesses, addréss possible claim construction issues raised by
‘Facebook's new allegations, retain and prepare appropriate experts to rebut these nev claims,
and develop all available defenses. Leader will be deprived of the opportunity to-present
evidence it may have offered to rebit these allegations because Facebook failed to diligently-
pursue and tirmely allege these new defenses and counterclamms, Ultimately, this amendment is-
just enother aﬁempt-by Fafceboolc to delay this case and further prejudice Leader.
HI. STATEMENT OF FACTS

A. Facebook's Third Proposed Amendment Alleges New Theories.

Facebouk is aliempting to-amend its pleadings to-add new theories 1o this case: One new

e e

L s i



théory is a claim of inequitable conduct found in its proposed ¢ighth afftrmative defense and

S iters; ok s

proposed fourth counterclaim based on allegations that the patentees of US. Patent No,
7,139,761 (““761 Patent™) should have disclosed purported offers to sell, prior public uses in
2002, and prit;x;:art‘to' the United States Patent and Trademiark Office (“USPTO"). See D1, 305
at4-15, 1829, Facebﬁak"s new "inequita‘ﬁle canduct aﬂeg‘aﬁdn Ts‘ae‘ks 0 expat‘ld its exist’ing
:pur”suan‘i“gg?ili._S-,C‘ § 102(&)}, -and a'claim of obviousness based on Leader2Leader™ pursiant.
to 35.U.5,C. §103. Facebnok's Third Propossd Amendment alleges for the first time that M.
‘Michas! McKibben made offers to self Leader? Leader® o several entities ju 2002*and that such
offers to seil “cstablish a c’ampiéte bar td";pateutaiiility of the ¢claims of the ‘76! Patent under 35
ULS.C. §102(b)(on sale bar).” DL 305, Ex: A at 6. Facebook further asserts in that “even if
L&adeﬂl;eadé;ﬁ did not practice each-element of each dsserted claim. .., the prior offers to sell
Leader2Leader® described in the text would . . . establish a prima facie case of unpatentability
when cormbined with other information, tending the claimed invention obvious under 35 U.S.C.
§103 Jd at6n.l. Facebook received all technical information and communications with
actug! and potential customers relating to the 761 Patent and its Leader2Leader® yrodna’; by
August 18, 2009. See D1..147, Exs. D1 to.D-3. Facebook never asserted these new allegations |
de;syifqbgmg:éfpeciﬁcaﬁy“ asked in two interrogatories forall bases of its allegation thar the ‘761
Patent s invalid under 35 U.8.C. §§102-103. Declaration of Ryan Hopkins in Support.of
Leader’s Answering Brief'to Defendant Facebook, Ing.’s Motion to Amend (“Hopkins Decl”)
ﬁ]‘.ed'hérewith_?-ﬁxs; Al-A4 {(Facebook's five réspanses o Iterrogatory Nos. 4 and 18 seeking ail ,
bases for Facebook’s allegations under 35 U.8.C. §§102-103). ‘ '

' 'At the Apni 9, ZOIG haarmg, Magistrate Stark ordered Facebook to supplement its
interrogatory respenses diselosing these new invalidity theories if Facebook intends to-pursue
them, Facebook's opening expert reports, served on Apiil 8, 2010, did not mclude any iavalidity
theories of prior pubhc use or on-sale bar.

* The title of this sectioni in Facebook’s Motion alleges an offer for sale in 2001, but Facebook
dogsnot aliege.or cite-any offer to sell in'2001 in its Brief or Propased Amendment..



o Facehaok’s second proposed amendment afteriipts to add the Leadezi’honé@‘,; Leader
‘Alert®, and Leader Meeting® products to its {hird coantereélaini for false wisdking. While:
seemingly ifinocuous, this proposal 1§ 4 disguised attenipt to exponentially amiplify the poténtial
liability associated with its False-marking allegations.

B. The Cited Deposition -Tgst_in;onyfl)oes Not Change the Pridrity Diate of ¢he*761
Paten§ or Support Facebool’s Inequitable Conduct Claim
Facebook’s erly basis for seeking 1o add an inequitable conduct claim based on

“purported offers for'sale and :prim" use at this-late stage of the case'is the ,dﬁposiﬁon-t&sﬁmony of

M. Jeffrey Lanb, 4 third party and inventor of the ‘761 Patent. D.1.305:at2. Facebookalleges

that Lambs testimany “establishes the priority date of the 761 Patent” as December 10, 2&}%}3,_.'
rathier than December 11, 2002, the filmg date-of the U.S. Provisional Application No. 607432,
255 (“Provisional Application”). 1d; Fopkins Decl., Ex. B at 7 (Leader’s responses fo
Interrogatoty Nos 10, establishing that the Provisional Application supperts all the claims of the
“761 Patent and :its: claim of priorityta the Provisional App ticalion ﬁl-ing date). However;
Facebook’s assertion is incorrect, because the cited portions.of Mr. Latab’s deposition testimony-
are résponses to.nartow technical questions regarding the Provisional Application as clarified by
his errata. D.1. 307-08, Norberg Decl., Ex. 4; Hopkins Decl., Ex. C.

Fa#éﬁbﬁkig_nprcs Mr: Lamb’s errata in its claim that his testimony alters the priority date
of the ‘761 Patent, desﬁiée receiving it two days prior to filing this motion. /d; D1 322, 326,
Fagebook stated at the April 9, 2010 hearing before Judge Stark that the errata allegedly changed
Mr. Lamb’s respcms&'s;fmm' essentially a “no” response to-a ‘“jyes?;’art_:sponsc.uf Given thal this was
Facebook's interptetation of Mr. Lamb’s errata (an initerpretation that Leader disputes),
Facebook did rot have 2 good faith basis for alleging inequitable conduct based on Mr. Lamb’s
testimony .aﬁ;ﬁr:-zeceiviﬁgj the errata. Now that the Court denied Facebook’s motion to strike the
errata and found that the errata only clarifies. histestimony, Facebook does not have good cause:

3 A transcript of the April 9, 2010, hearifig before Judge Stark has yet to be received. Leader will
be glad 1o provide the Court with appropriate pin citations immediately upon receipt-of the
scipt PTOL ' HE
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ora good faith basis for pursuing claiins that rely on the alleged change of the *761 Patent.
?ﬁﬁrif}; date. This negates Facebook’s alleged claimms of public prier use, vffers for sale, and
certain efted prior art, 14 ' 4
" Besides Facebook’s failed argument to change the 761 Patent’s priority date to support '
its invalidity claims, the cited deposition testimiony-also does not support its proposed inequitable
ccnduét claim . For 'e;xampie, Faccbook cites Mr. McKibben's deposition testimony regarding an:
ernail that he gent to himself as evidence of 2 demonstrationof Leader2Leades® without a non-
disclosure agreement NDA™! DL 305 at 4; see afso .1 307-08, Bx. 9 at 140:7-144:19, Mr,
McKibben iestified that Leader did niot perform unprotected demenstrations of Leader?Leader®.
B.1.307-08, Norberg Décl., Ex. ¢ at 139:17-23 .RF«:DA“CTEﬁ
REDACTED S 11 they didu’t sign an NDA, we didn’t
" demo Tieader2L.eader 16 them.”). His testimony did not offer new facts or verify Facabe_ak’:é_
allegations derived from documents produced up to a year earlier. Specifically, Mr. MeKibben
did not provide any new facts regarding the documents about’ REDACTED p
ﬁED‘ACTED .5 other than to state that he was not 5
suig if anything was ever provided to REDACTED D1 305:at 3-4; DI
3 ames,,«mrherg Decl,, Bxs: 5:7, 9-10; Hopkins Decl., Ex. D at 98:4-10.
h ﬁatﬁ:ML McKibben and Mz, Lamb testified that ﬂmy,d,iéi not recall or have any specific
memory of the alleged prior art documents. Hopkins Decl,, Ex. Q; D1 307-08, Norberg Decl. at
Exs. 9-10. There was no testimony supporting Facebook’s claim that Leader had the alleged
prior ant “throughout the‘_pmsmution-ofﬁie‘7;61 Patent.” D11 305 at 4. In fact, Leader was able.
10 mﬁnnithat it didnot have at least three of these references until after the ‘761 Patent issued.

Declaration of Michael McKibben in Support of Leader’s Answering Brief {o Defendant

* Facchook’s citation to Mr, MoKibben's testimony regarding intermal corréspondence at
L.eader’s vendor that performf;d contract work under an NDA, also provides nio support for its
‘claims, See 1. 305 at 3. citing Ex. 9at 168:19-169:7.

j:_) Th? thﬁ} with REDACTED - WAS produced on April 14, 2009 1o Facebook. Hopkins .
P v



Facebook, Inc."s Motion to Asmend (“MoKibben Decl”) filed herewith, 1557 F'&nauy, M. F

Paient Office. D.1. 305 at 4. Mr. McKibben testified that Leader’s patent aﬁcm:ys'¢x¢i_u51ve1y i
cominuticated with the Patent Office. Hopkins Decl,, Ex. B at 298:22-299:15.

€. Facebook’s Cited Documents and Deposition Testimony- Do Not Provide Good
Cause or a Good Faith Basis for Allegmg Ineqmtablﬂ Counduet
As shows bélow, Facebook had aff the dmumems sited o its Third Proposed-

Amendmient for its new zllegations of inequitable conduct since at least August 18; 2009

April 14,2009 | LTI 002871-875; LTI _(02878; LTI 006399-434;

- LTI 014119-127: LTI 048195-206; LTI 064039-057.
August3, 2000 | LTI 074788-789; LT1_078297-208; LTI _098311-313;
LTI 101733-734; LTL_102315-317; LT1_102664-665;
LTY_105286-288; LTL_105611-613; LTI_111341-34%;
LTL111719-721; LTI 122812,

" Augest 18,2009 | LTI_134982-5028; LT1_140376-577; L11_145929-932.

See D.I. 147, Bx. D-1to D-3. Notably, three of the four documents cited as alleged prior art that
Leader purportedly failed to disclose were produced on-April 14, 2009, DI, _]'3.05’ at. 4y see also
’i).’i.'.3@?‘-’08’_,‘I}?'urbe:g"f{)ezzl.g Exs.15-17. The other documents are primarily email regarding
actual and petential demonstrations of various Leader products. Atno time did Facebook
propound written discovery regarding these documents or other issues related to inequitable
conduet. Facebook also did not move 1o compel further responses on: any discovery that could :
_remote;iy ﬁa'mnshuedcas addressing these inequitable conduct issues in any of its mumerous ;
‘motions to compel.

 Facebook fails to support its conclusery allegations of'the infent to deceive element
required foran inequitable sonduct claim. D.1. 305, Ex. Aat7; 129; 8, 933, 9, 135; 21, 27; 22,
31; and 23, §33. Nothing contained in either Mr. Lamb’s nor Mr. McKibben's deposition
‘téstimony disclose an intent to deceive the USPTO. BI 307-08, Norberg Decl,, Ex. 4 2t 9-10.
Both, Mr. Lamb and Mr, McKibben denied any specific memory of the -al‘l:e‘;gﬁd prior art’

W



references and Facebeok provides no evidence that Leader was even aware of three of these
seferences before the 761 Patent issued. Jd; Hopkins Deel., Bx. s McKibben Decl, 5 5-7. _
1. Facebeok Has Not.-Been Diligent in Pursuing Its False Marking Claim
. Since the filing of this complaint on November 18,2008, Facebook knew how Leader
marked its products and that Leader2Leader® powered by the Digital Leaderboard™ engine
practices the *761 Patent. Facebook was aware of this information because it is available on
' Leader’s intemet website and Facebook admits accessing Leader’s website. DI 305, Ex.:;A at
17 (Leader “marked cach of its public peges-accessible from its Tnternet web site .. with the
“761 Patent, eifectively confending that all of its products and even its web-page practice ... the
“761 Patent”). Facebook also received this information in Leader’s April 14, 2009 document
production that contained numerots markefing documents regarding the newly accused
‘LeadetPhione®, Leader Alert®, and Leader Meeting® products, as well as mumeérous examples of
the ‘761 Patent markings. See D.I. 147, Exs. D-1 to.D-3. Further, Leader’s April 17, 2009
‘Response 1o Facebook’s Interrogatory No. 9 established what product practices the ‘761 Patent.
Hopkins Decl,, Bx. Fat 4. As shown below, Facebook’s own document production fiom 2 year
ago-containg examples.of how Leader has marked its products and the newly accused produets.
Leader Photie EBDDOGO28R _ 4/17/09
 TLTI 070591-93, LTI 070397, LTI 072257 |  a/14/09
Leéader Alert® | FBOC00289-90 417709
[T.T1_007693; 11 070552-53; LTL 070420, |  4/14/09
L1 071442; LTI 072842 o | B -
1. o L LTI 076664 _ | TEBAS
{ Leader Meeting® | FB00000278 4117109
' LT1 072400. ) S A1409
- [L1r 08301826 8809
‘Hopkins Decl., Exs. G1-G14. Facebook had all of this information when it moved the Court on

October 21,2009 to amend its pleadings fo add false-marking. Facebook reopened written

discovéry after its amendment to serve additional limited discovery regarding the marking of the
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Leader?Leader® product; however, Facebook did not serve any written discovery regardifig these
new products it is-attempting fo add in its Third Proposed Amendment. Hopkins Decl, Bx.H.

“The Court should deny Facébook's Third Proposed Amendmeit because Facebook fails
to safisfy the more rigid good causc réquirement.of Fed, R. Civ. P. 16(b). See, e.g., Pressure
Prods:, 2010 WL 1051154, at *8; Fed, R. Civ. P, 16(b)(a schedule shall not be modified except
upon a showing of good cause and by leave of the district cowt judge). The Court shoutd also
deny Facebook’s Third Proposed Amendraent because even imder the libéral amendment policy
pursuant to Fed. R. Civ. P. 15(2): (1) these amendments will cause undue prejudice 1o Leader; (2)
these amendrments were not cured in préviously allowed amendments, are in bad faith, and
promote Facebook's dilatory motive; and (3) these amendments aré futile, See Forian'y. Davis,
371 U8, 178; 182 (1962)..

A. Facebook Fails to Show Good Cause for Iis Inequitable Conduct Amendment

1. Facebook had all of the relevant documents for over ¢ight months.

Facebook bas not been diligent in pursuing its new theory of inequitable conduct. see
Fod. K. Civ. P. 16(6)(4) Advisory Committee’s Notes (1983 Amendments) (good cause fequires
‘4 showing of diligence). Faccbook had all of the documenis cited in its Third Proposed
ihis information. See supra.at 6. A unanimous five member panel of the Federal Cireuit recently
‘upheld a Disirict Court’s denial of a motion for leave 10 add an inequitable conduct defense,
becanse the defendant had the cited documaents for over ten montkis and “[nlothing prevented [it]
 from conducting discovery....” Pressire Prods.; 2010'WL 1051154, at *9. Facebook’s
‘assettion that “a claim of iriequitaile conduct requires a more thorough investigation” does not
negaite ifs responisibility to be diligent in pursuing its theories, nor does it permit the use-of
surprise allogations at such a late stage in the case. D.1. 305 at 6; see aiso Inline Connection

Corp. v. AOL Time Warner Inc., 237 F-R-D. 361, 366, 370 (D. Del. 2006)fhe addition of “three



._entiré_iy. new factual theores under the “inequitable conduct™ umbrella” was denied due-to
‘surprise and undoe prejudice.). Indeed, depositions were not Facébook’s only discovery device:
for developing its theories, Préssire Prods., 2010 WL 1051154, a£*9, Facebook’s failure to ,F
-propound specific written discovery demonstrates its Jack of diligence. '

If Facebook had been diligedit, it would ‘h.':«.we soughit written discovery o relevant third
party discovery regarding the alleged inequitdble conduct issues contained in the cited
documents.that are the bases for its Third Proposed Amendment. For example, Facebook never
served a request for admission or an intérrogatory® régarding (1) when and whethier Leader made
an offerto.sell o REDACTED

-(2) the circumstances sarrounding any snc]:_;f-aueggd-{')ffers for sale; (3}!.when'znd

whether Leader madé any démonstrations o the BEDACTED

- o alleged: “others™;' (4) the-circumstances of any such de'mcmstmii‘onsl,

it G

including whether there was an NDA; and (5) when Leader b‘écaﬁle'awa;e of the alleged
“material prior art references” that Leaﬁ;ef_pfﬁd}lc_ed.— Facebook alse never propounded any:
specific dociment requests seeking NDAs with third parties, incloding potential and actual
customers; even thongh Leader produced ail corféspondence with those parties and the hundreds
of pages discussing its aggressive policy and use of NDAsin. April 2009. Facebook firstasked
for Leader’s NDAs on February 23,2010, despite having the,. ~ REDACTED . singe April
14, 2009:. Hopkins DécL, Ex. §; id;, Ex. J. Yt speaks volumes that Facebook did not seekto

* Asa result of a discovery dispute, the partics were ordered to explain their respoctive denials of
any requests for admission when propounded with an inferropatory secking the basis for the
denial. Suchan interrogatory did not count toward the interrogatory limit placed on the parties
in discovery, D1, 77 (July 14, 2009 hearing tr. at 33:2-14). Thus, the parties were not
congtrained during written discovery by the unlimited number of fequests for admussions or the
limit on interrogatories. -

? Facebook did not cite to any testimony to support its allegations regarding public.
demonstrationsfor -+ ° - - 4 because ithas none and Mr. McKibben could a0t even
recall the company during deposition. Hopkins Decl., Ex. Drag 142:24-143:13. Leader never
provided & demonsiration for - McKibben Decl. 18. In fact, Facebook falsely

Stiempts to support its allegation it nurderois parties received demanstrations, inciuding the.
o by citing to Mr. McKibben’s testimony regarding whether he could
specifically secall Leader’ s interactions with the. - : D 305, Ex, Aat7,

REDACTED ‘ 9 REDACTED
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depose or subpoena documents. from the patent prosecutor of the *761 Patent,
"REDACTED
. and alleged others, despite-issuing sixty-four (64) subpoenas.in this

case. | |

Facebook’s failure to specificaily request NI}As in this case does not warrant factually
- incorrect éccusaﬁéns regarding Leader”s production of them, The NDAs were niot relevant to the
claimsin thiscase: Facebook alleged in its false mailcing claim that Leéader did not practice the:
<761 Patent, See DI, 1904t 6, Y14. Therefore, any bé{enﬁai clatin that Legdeffm'ade-anpffér to
sell or a putilic demonstration of the 761 Patent technology directly contradicts Facehook’s
false-marking allegation, because such claims are mutually exclusive. However, Leader offered
the NDAs to Facebook as a eourtesy durinig Mr. McKibben’s deposition and produced them in
.good faith in March 2009: Hopkins Decl., Ex: D 4t ;62;1&_14_;_- id , Bx. L. Included were NDAs
with all but one of the entities that Faceébook ralltf;g;esﬁp'ubﬁ'c diselosure, draft NDAs,and other
third paﬁy&DAs,rindﬁdiﬂg potential of Actual company investors and vendors, ., Exs: M-P.
“Reoardless, F&c:;bﬁ_i:_&k Had numerons docutnenis mfe’renc'ing_ third parties and NDAs for over
eight months. Facebcok should have diligently prirsued these issues during discovery.
Facebook’s lack of diligence proves that it hias 10 gdod catise to amend its pleadings now.

2. The cited depositions do not support an inequitable conduct claim

A review-of the deposition testimony Facebook cited in its Third Proposed Ammdment
demonsirates that Facebeok has no baﬁiﬂé dllege aﬂ inequitable conduct claim. Ad stated
above, M, Lamb's testimony does not ¢hange the priority die of the “761 Patent, thereby
eviscerating any new ';heoriﬁs_,bas‘éﬁ-qn'.a;diﬁéteﬂ.t_pﬁpﬁiy date for the *761 Patent.. Supra at 4.
Likewise, M:r McKibben’s testimony does niot support any of the insquitable conduet
allepations. Supraat 5. Mr. MeKibben testified that any disclosures of Leader’s paterited
technology were pursuant to an NDA. D1, 307-08, Norberg Diect, Ex. 9 at 139:17-23. Healso
testified that after almost & decade, he did not have a “specific meémory” of NDAS for individual
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parties. ‘Mr. McKibben did not testify that Leader did not Kave speeific NDAs, as suggested by
Facebook. 1d.; Hopkins Decl, Ex. Drat 161:18-163:7.
Facebook also faisgly'tia-ims that Mr, MeKibben's testimony establishes that he, Mr.

Latib, and 1eader “were well awars of " the alléged prior art referénces during prosecution of the.

“761 Patent: DL 303 at 4, Hopking Decl, Fx. D;id. at Bx. 9-10. Mr. Lamb testified that he did
‘not tecall any of the alleged prior art-shown to him, Hopkins Decl., Ex. P'at227:21-230:24, M.
MeKibben also testified that he had nio specific merory of the alleged priorart, D.L 307-08,

:Norber_g Béci;,_E’xisy 9-10. Infact, M. McKibben investigated afier his deposition and was able

to deterrnine that Leader réceived three of the four alleged prior.art documents after-the “761
Patent was issued, McKibberi Decl, §Y5-7. Therefore, Faccbook’s interpretation-of the
depositions of Mr, Lamband Mr. McKibbén do not support its frivolous proposed inequitable
conduct amendment,

B. Facebook Fafls to Show Good Cause for Its False- Marking Amendment

Facebook fails to present any evidence or argument that it was diligent in pursning this
proposed amendment to its false-marking counterclaim. Its attemptto sdd - jgmduc?fs 1o alter
the scope of its false marking claim shpﬂd be.ﬁpiﬁed- As described above, Facebook had-all of
the relevant information regarding how and what Leader marked with the <761 Patent for at least
ayear. See supra:at6-7. In addition to Leader’s: document gmduétion and interrogatory
responses, Facchook also p_rmduce_d-d_ocmnents showing how Leader marked its products.
‘Hopkin';s-. Decl., Ex. I at 4; see also D1 147, Bx, D:1; Hopkins Decl., Ex. Hat3; DI 3058t 5.
. Facebook also had access to Leader’s internet website since at least the filing of the complaint in
November 2008 and admits accessing it. DX 305, Ex. Aat 17. Therefore, Facebook should
have knewn how Leader marked its products with the *761 Patent and fts alleged fatture to
Jidentify these products when it sought 1o amend the pleadings in October 2009 shows its lack of
.di:li:g;mce regarding this proposed amendment;

Mr. McKibben's deposition testimony regarding marking unequivocally undérmines
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Facebook’s false marking claim.. He testified that Leader marked products according t0 analysis
done by four diffcrcnrs;ts-o:f lwwyers, precluding any intent to deceive the public by Leader.
Hopking Decl., Ex. E at 246:17-24. Facebook’s cited testimony of Mr. Fathbruckner, a third 2
party; also does not conclusively support Facebook’s proposed amendment. Mr. Fathbrockner |
testified that he “believe[d]” that Leader currently marks LeaderPhone and LeaderAlert with the
761 Patenit. D1 '3§7~08;;N91:berg Degl., Ex. 20. These responses-do not establish that Leader
‘has improperly matked LeaderPhone and LeaderAlert, nor do they surmount Facebook’s lack of
diligence:since receiving .nﬂméous:documen’tstegﬂrdiﬁg. these products early in this ¢ase.
Faeebook's failure to present any argument or evidence of iis diligence ih pursuing its proposed
false-marking amendment claim is sufficient to-deny this proposed amendment for lack of good -
canse; Infact, ifs complete argnment supporting its false marking amendment is a single.
conclusory-sentence that states its responsive pleading is not deficient and it has pre'\.ric_}usly
reqjuested amendment to its pleadings. 1D.1. 305 at _S-,; Facebook should not be pemﬁttedtc:
‘materially alter;its false-marking claim without good ¢ause.

€. Facehook’s Proposed Amendments Will Unduly Prejudice Leader 3

Permitting Facebook to amend:its pleadings for the third time atthis stage of the case
will unduly prejudice Leader and is an attemnpt to unfairly insert new claims and defenses in the:
case. Prejudice is the “touchstome for the denial of an amendment.™ U&l’ -'Cfo_??.'_ v. Barnhart, 395
F.3d 161, 166 (3d Cir. 2004)(denying a motion to-amend for undue delay)(quotation and citation
omitted); Pressure Prods., 2010 W 1051154 at *8 (citation omitted), “A party is unduly
pmﬁixdiccd if amendment would cause surprise, esult in additional discovery, ot add cost in the:
‘preparation to defend againstnew facts'or theories.” Jnfine, 237 FR.D. at 370 {quotation and
citation omiffed). .Facebook’s proposed amendment to add an allegation of inequitable conduct”
iz a “pew-distinet factual’™ allegation that will cost Leader significant additional time, expense,
and effort to meet at this late stage in thé case aud therefore is unduly burdensome. 7

Pacebook's assertion that all of the information that Leader will requite is within'its

st e
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coiitrol is false for several reasons. First, the allegation is new and not pled with the required.
. particwlarity. D.I 305 at 8-9, Inline rejected the identical assertion because the new allegations
will reéquire additional preparation that will unduly prejudice Leader this close fo irial. See id,
237 F.R.D. at 369-10. Second, Teader has not hatl the opportunity to seck discovery regarding
Facebook’s alleged eviderice. Third, Leader will not have a chance 1o seek discovery from
relevant z’tﬁr&ga‘rﬁesi such asthe pateﬁt'prose'cuini‘ of the “761 Patent, to appropriately prepare.

its case regarding this new ¢laim and defense.

Fimhtzrmmﬁi,.l? acebook: has failed to cite evidence of an intent to-deccive the USPTO, 1t

only provides unsupported conclusery statements in its Third Proposed Amendment. D.1.308,

‘because written discovery has closed. As stated above, this leaves Leader witha ‘_;_aqtjentiﬂ na-
win situation. Leader will be precladed from properly preparing for irial against this claim,
‘inclading obtaining necessary discovery ‘from Facébook and potential third parties relevant 1o its
defense, or Leader will lose the set trial date. -

Facebook attempts to expand its jnvalidity claim vnder the guise of inequitable conduct.
Facebook failed 1o allege its new theories of invalidity due to-an alleged offer for sale and prior
use pursuant to’35 U.S.C: § 102(b) at any time in this case. Facebook also failed to allege its
‘pew obviousness theory putsuant to 35 U.S.C, § 103. Despite specifically asking Facebook to
provide the complete bases for its clatms under 35 US.C. §§ 101-103, Facebook never presented,
these new allegations n its five different mlerrogatory responses. -Hcipkins Decl, Exs. Al-A4.

Facebook shonld not be aflowed to materially expand its invalidity claims by bootstrapping

additional issues to its proposed amendment 1o add an inequitable conduct claim. Permitting
such an amendment-would only further unduly prejudice Leader due to surprise and the inability
to prepare defenses to these new.claims at this late stage of the case.

_ Facebook’s proposed material alteration to its. false-marking claim, including the addition
of Leaaer"s.ozhcr products; will also vaduly prejudice and suiprise Lsader af this stage of the
case. D.L305, Bx. At 16-17. Leader will not have any ability to-conduct discovery regarding
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- the new allegations, whichis necessary in light of the significant:change from Facebook's
previous false-marking allegation that was limited to the claim that Leader2Leader” does not.
practice the claims of the 761 Patent. D.1. 190 a6, For example, Leader does not know what

e

basis Facebook has for changing the allcggd pmduc:ts-_manfkedﬁvdﬂn the “761 Patent or what
docurnents it is.rclyin g on for these new allegations. Conirary to its claim, Facebook’s amended
-allegations quadruples the murber of proﬂucts allegedly marked and sipgnificantly raises the
alleged damages;_ I Tustassbove, Leader is in g potential no-win situation because of
Facebook’s diatory tacties, The:procedural p@s_tum of this case alone warrants dental of these

amendrnents: a Markman hearing was conducted, a claim construction Order issued, a lrial date -

is set, and expert discovery has begun, Theaddition of these amieridments at such u late stage in
ﬂig:case,’ﬁéﬂt unduly prejudice Leader during surnmary adjudication and frial, or significantly
delay the case.

D. Faeebook Perpetuates its Dilatory Tacties With This Third Proposed i
Amendment and Failed to Properly Cure in Hs Previons Amendment

Facebook had the information and opportunity to file the current proposed amendmeats
with its Second Amended Answer, Defenses, and Courterclaims in October 2009, Facebook hay
had all the mls:vanf docunments for at least eight moriths, if riot Eonger mcluding all of the.
spemﬁc; cited dccuments for its Third Proposcd Atmendroenit. Purtherinore, the cited deposition
~ testimony. chd not chanige or affirmatively support the information contained in‘the documents _

and does niot support the new allegations in its Third Proposed Amendment. Faeebeﬁk’sifaﬁima i
to properly amend and its delay in filing this Third Proposed Amendment hias resulted in unfair
sirprisc that will unduly prejudice Teader or at & minirmi délay this case. See MeLiughlin v.
 Diamond State Fort Corp,, C.A. No. 03-617(GMS), 2004 WL 2958664, at *4 (ID. Del. Dec. 21,
2004)(“If the tourt were to permit parties to ignote these deadlines, unfair surprise would
abotind”). Facebook waited to make these allegations after fact discovery conclided, expert
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. reports were exchanged, and just months before trial. Facébook’s tactic either demonstrates a.
complete Jack of difigence or an attempt to gaiti an 'imfaj}:advaiftage' tﬁrough 1smprisc,3

E. Facehook’s Proposed Amendments Are Fuiile Because As A Matter Of Law
Facebook Cannot Show The Requisite Intent Element,

Facebook’s proposed inequitable conduct amendment is futile, becanse Facebook does
not provide any evidence to‘support ax: intent Yo deceive the USPTO by the paterrees.
“[A]lthough. ‘knowledge’ and ‘intent! : may beaverred generally, a pleading of inequitable.
‘conduct under [Fed. R. Civ. P.] 9(b) must include sufficient allegations of underfying facts from
‘which & conrt may reasonably infer that a specific individual (1) knew of the withheld matanal
‘information er of the f’él"si’ty of the material misr@ﬁé@ntﬁﬁan,.and 2y witkheld or
‘misrepresented this information with a specific intent (o deceive the PTO? Exergen Corp. v,
Wal-Mart Stores, Inc..- 575 F3d 1312, 1328-29 (Fed. Cir. 2009)(describing the particularity
required under Fed. R..Civ. P. 9(b) to plead inequitable conduct), The Federal Cirenit recently:
‘went out ofiits way to reaffirm that it “requirefes) specific-and demandiag showings of evidence
before aﬁpam;‘ima? assert the defense-of inequitable conduct™. Pressure Prods., 2010 WL
10511154, at *9 (citations omitied), It?-;é]'s_a stated that in cvaluating a party’s pleading purstiant
to Fed. R. Civ, P. 5(b), the inference drawn from the evidence must be “the single most
reasonable inference able to be drawn frem the evidence to meet the clear and convincing,
standard.” 1d, at *9, quoting Exergen, 575 F.3d at 1329, Facebook’s conclusory statements
regarding an:intent to deveive fail to meet this high standard.

1. Asanmatterof law, Facebook cannot show intent to-deceive the USPTO
with the alleged prior offers for sale

All fhvee 6f Facebook’s alleged prior offers for sale of Leader2Leader ocourred in 2002,

‘within the-ohe year pemzd of Leader’s filed provisional application. ‘A patentee is pérmitied to

*Facebook continues to miscensiiue the facts when it accuses Leader of delaym g the meet and

confer regarding this pmpossd amendment. DI, 305 at 7. Facebook provided notice on March §

and demanded a response | g ‘March 8. I—Iapkms Decl.; Ex. R. However, when Leader requested
a meet and confer for March 8 at 4pm for other issues, Facebouk chose not fo respond. Jd, Ex.
SJ, I_éeadg thien requested a meet and confer for March 1010 discuss the proposed amendment.

I X
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rely on the ﬁ'li_;;-giof a-rpmvi'siona'lf application and subsequently publicly disclose or offﬁ;_‘ toseila
patented technology. 35 U.8.C.§119(e); Hopkins Deel,, Fx. G at 3 (a provisional appli;:iatjonx
“¢nables immediate commercial promotion of the invention with greater securily agamsthavmg
{hie invention stolen™). Whereas Facebook alleges that Leader offered to sell its Leader?L eader™
product more than a year before December 10,2003, it fails to acknowledge that Leader is
‘entitled o rely an the fling of the Provisional Application on December 11, 2002 during the
pendency -D’f&tﬁ%ﬂpiﬁlibﬁﬁ%., 'I'h'erefﬁrg, as a matter of law there is no intent to deceive,
Facebook’s Third Proposed Amendment requires that the Court assume that the *761
- Pateni does wot receive priority to the Bmviisicnai Application. Facebook asserts tha;i the Court,

should make ihis assumption by adopting its interpretation of Mr, Lamb’s d;epp;*iﬁﬁﬁicsﬁmbnﬁ&,

© which excludes his errata and is in direct contradiction to the ruling of Judge Stark. D.1 305 «t

2; supra'at4,. Without this improper assumption, all of the purported facts that Facebook
subsequent]y alleges are not relevant.

2. Thereis no ‘evidenice of an fiitent fo deceive the USPTO with the alleged
public disclosures :

Leader has produced undisputable evidence that every time it demonstrated |

‘T.eader2lgader prior do filing its patent application, it did so.vnder a NDA, For every pariy,

- except one, that Facehook alleges there was an improper public disclosure, Leader has produced
a NDA with such party. The one party-in which thete was not a NDA did not teceive a
demonsiration of Lieader2L.eader. However, even if it had received such 4-demonstration,
Facebook alleges that it would have taken place in 2002 within the one year period of the

-provisional application. As noted above,as & matter of law démonstrating a product to potential
investors or clients under NDAs while relying on a‘pmvisiq'ggi application;, does not demonstrate
an infent to deceive,

With tespect to Leader's production of NDAs, Facebook fails to acknowledge that even if
it had propetly alleged these new §102(b) invalidity defenses and requested these documents, the,

'NDA# ate only relevant to Leader’s defense against such clairas and do not support Facebook's
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-allegations. ‘Therefore, Facebook™s inequitable conduct elaim 15 futile, because it has failed to
properly plead any alleged intent to deceive the USPTOQ with the alleged public use.

3. Thereis uo-evidence of an intet to deceive the USPTO with the alleged
priorart. '

Facebook cites Mr. McKibben's deposition testimony and the alleged prior art documents’

in an attempt to infer specific infent, but the cited testimony states that Mr. McKibben has no

specific memory of those documents.”” 1.1, 307-08; Norberg Decl., Ex. 10 at 252-58. Fagebook

falsely states that the deposition testimony and the cited docurnents establish that Mr. McKibben,.

M. Lamb; and Leader were “well-sware” of these references. D.I 305 at 4. Mr. Lamb stated
that he had nomemory of the documents that were-shown to hi.. Hopkﬁsgﬂli)t:;cl. JEx. P, Mr,
.. McKibben stated Ciﬁm:ing his deposifion that. REDACTED

| “another and:that the other Wwag an incompléte internal document. Tx1.,
307-08, Norberg Decl., Ex. 10 at 252-58, Facebook doés not provide & -s’h;ﬁgle:;jiebe'bf avidence
that the patentecs intentionally withheld these documients with an intent to deceive the USPTO
during the prosecution of the ‘761 Patent, Written discovery is closed, therefore, Facebook must
be able to plead with detailed particularity 'Eits;aII%:ge;i.avidcnce of an intent to deccive the
USPTQ, Facebook only provides unsupported conclusory allegations, therefore its proposed
~ amendment to add an inequitable conduet claim should be denied.

4.  There is no evidence of an intent to ;!gceis?e'i;liéipublie with the alleged
falze-marking

Fagebook also fails to cite any evidence tegarding ifs second false-marking amendment
that can be éonsidered well-pled factual allegations upon which a plausible entitlement to relief
cari be based even.if acoepted as true. False-marking requires that Facebook show (1) a marking
of an ;mpétén‘tjé& article with the word ‘patent’ or.any-word or number impc}rfing;-ﬁiatihg-samﬁ_ is.

patented (2) for the purpose of decgiving the public. 35 U.S:C, §292(2). Despite having already

* Morsover, Facebook fails to mention that Leader hms never been in the possession'of two of the.

alleged prior art documents, and another alleged prior art document was only discovered after the:

“761. Patent issued.
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amendediits Pl eadin gs to-add a counterclaim of false-marking and reopening written discovery to
pursne this claim, Facebook still fails fe cite ane picce of evidence to support an alleged intent to
deveive the public by Leader. In fact, the evidence directly voniradicts an intent fo deceive,
therefore, Facebook’s Third Proposed Amendment to modify its false-marking claim should be
denied.

F. Facebook’s Proposed Amendunients Are Made ini'Bad Faith

Facebook has hiad all of the docnments it appears to tely upon in its Proposed Third
Amendmient forat least gight months, The cited de;pgsiﬁcﬂ.tesﬁmony and production of NDAs

ﬂz_aﬂt.aj;tegedly@uﬁ;ggi Facebook to seekits ;'I‘hird"?rop.ijse;& Amenidment, do riot. support the new

allepations. The cited deposition testimony purpartedly bupportmgthe inequitable conduct
allégation did not establish any new facts, much less identify offers forsale; public prior uses, or
‘that Leader was everi aware of thé alleged prior art r:fem during the relevant time. In faet,
‘Pacéhook’s tiew offer-for sale and public use allegations are contrary to its previous allegation
that Leader did not practice the ‘761 Patent. Similarly, there were no eited documents or
deposition testimiony that justify the proposed material amendment to Facebook's false-marking:
glair.

V.  CONCLUSION

Leader respectfully requests this Court deny Facgbook’s Motion for Leave to Amend its

Responsive Pleading to-add » Defense and Counterclaim of Inequitable Conduct and to Amend,
‘its Talse Marking Counterclatm.
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