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IN THE UNITED STATES DISTRICT COURT
FOR THE NORTHERN DISTRICT OF ILLINOIS
EASTERN DIVISION

COSTAR REALTY INFORMATION, INC., )
)
Plaintiff, )
)
V. ) No. 12 C 4968
)
CIVIX-DDI, LLC, )
)
Defendant. )
)
)
CIVIX-DDI, LLC, )
)
Plaintiff, )
) No. 12 C 7091
V. )
)
LOOPNET, INC., )
)
Defendant. )
)
)
CIVIX-DDI, LLC, )
)
Plaintiff, )
) No. 12 C 8632
v. )
)
LOOPNET, INC., )
)
Defendant. )

MEMORANDUM ORDERAND OPINION

JAMES F. HOLDERMAN, Chief Judge:
These thre consolidated patent cases involve allegations of patent infringempateny

holder CIVIX-DDI, LLC (“CIVIX") against CoStar Realty Information, In€¢CpStaf) and
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LoopNet, Inc. {LoopNet’). In 12 C 4968, CIVIX alleges that Star hasnfringed threeof its
patents,U.S. Patent No. 6,385,622tl{e ‘622 Patent), U.S. Patent No. 6,415,291tHe ‘291
Patent), and 8,296,335“the '335 Pateril. (Dkt. No. 108 (CIVIX's Countercl.’).) CoStar
alleges that the ‘622 Patent, the ‘291 Patent, and the ‘335 Rategit unenforceable because of
inequitable conduct. (Dkt. No. 99CoStar’'s Third Am. Compl).) Similarly, in 12 C 8632,
CIVIX alleges thatLoopNet infringed the ‘335 Patent. (12 C 8632, Dkt. No(“CIVIX’s
Compl.”).) In response, Loopét alleges thathe ‘335 Patent is unenforceable because of
inequitable conduct. (12 C 8632, Dkt. No. 71 (“Loopnet’'s Second@anntercl’).)

CIVIX has now moved to dismiss both CoStar’s (Dkt. l@9) and LoopNet’'s (Dkt. No.
112) allegations that its patents are unerdable CIVIX's motion to dismiss against lopNet
also seeks to strike Loo@s Sixth Affirmative Defense, which also alleges inequitable conduct.
(Dkt. No. 112.)Because the allegations of inequitable conduct are substantively identicethin ea
case, lhe court will addresthe two motions to dismidegether. For the reasons explained below,
CIVIX’s motions to dismiss areachgranted in part and denied in part.

FACTUAL BACKGROUND

CIVIX is the owrer of the ‘622and ‘291Patents bothof which claim mehods to locate
points of interest in a particular geographical region by accessing aaskatdbom a remote
location, and of the ‘335 Patent, which claims methodsigorg the Internet to provideuser of
such a database advertising information related to the requested geogegpnicor item of

interest. eeDkt. No. 99, Exs. A, B, &.)



CoStar’'s allegations regarding inequitable conduct are substantively itletdica
LoopNet's allegations regarding inequitable conduEbr ease of reference, the following factual
summary refers only to CoStar’'s Third Amended Complaint (Dkt. No. 99), the allegaif
which the court accepts as true for purposes of these motions to dismiss.

l. Alleged Ingyuitable Conduct in Prosecution of ‘622 and ‘291 Patents

Both the ‘622 and ‘291 Patents were filed on March 23, 2001, as continuations of United
States Patent Nos. 5,682,52thé ‘525 Pateri) and 6,408,307'the ‘307 Patent). (CoStar’s Third
Am. Compl. § 68see alsad. Exs. AB.) The ‘622 Patent issued on May 7, 2062 Ex. A), and
the ‘291 Patent issued on July 2, 20@2 Ex. B). The inventors of the ‘622 Patent and the ‘291
Patent ar&V. Lincoln Bouve, William T. Semple, and Steven W. Oxman.

CoSar allegeghat theprosecution historiefor the ‘622 and ‘291Patentsindicate that
CIVIX failedto inform the PTO o€ertainprior proceedingsnvolving the ‘525 and ‘307 Patents
The proceedings that CoStalleges were omitted include kawsuit against Navigation
Technologies CorporatiofiNavTecH) in the Northern District of Illinoigor infringement of the
‘625 Paten(ld. 1 69),an interference application filed by NavTech before the PTO seeking to be

declared the first inventor of the technology claimed in the ‘525 Pdterff {0), and a lawsuit

! paragraphs 1038 of CoStar's Third Amended Complaint (Dkt. No. 99) are
substantively identical to 1 &R of LoopNet's Second Amended Answer and Counterclaims (12
C 8632, Dkt. No. 71). In addition, 3L of LoopNet’'s Second Amended Answer and Counterclaims
(12 C 8632, Dkt. No. 71) incorporates by reference $848f LoopNet's Second Amended
Answer and Counterclaims in 12 C 7091 (12 C 7091, Dkt. No. 138), which are substantively
identical to 11 68.05 of CoStar's Third Amended Complaint (Dkt. No. 99).

2 Throughout this opiniongferences to “CoStar” and “CoStar’s allegations” refer also to
“LoopNet” and “LoopNet’s allegations.”



against Microsoft Corp. in the District of Colorddfor infringement of the ‘525 Patentd(
1173-74). CoStar alleges, in particular, that CIVIX failed to disclostne PTCthatthe court in

the Microsoft litigation construed terms in the ‘525 Patent that are also in the ‘622 and ‘291
Patents, and granted summary judgment ofinbingement of the ‘525 Patentd(  74.) CoStar
alleges that CIVIX had thespecific intent to deceive the PTO biailing to disclose the above
information. (d. 1172, 77.)

On November 5, 199Microsoftmoved forsummary judgment that the ‘525 Patent was
invalid in the Microsoftlitigation on the basis of three prior art references. { 78.)At the time,
CIVIX's application for the ‘307 Patent was pendingIVIX's ‘307 Patent application included
three prior Information Disclosure Statemerit®Es’), but none of those three IDSs included any
of the prior art that Microsoft contended invalidated the ‘525 Patdnf}{[78-79.) Fifteen months
after Microsoft’s motion for summary judgment of inwhty, CIVIX filed a fourthIDS as part of
its application for the ‘307 Patentd( 180.) The fourth IDS referred to the prior art on which
Microsoft relied, but did so in the middle ‘td mountain of materidl,including 244 patents, 64
patent applications, and 290 npatent referencesld() The PTO requested that CIVIX identify
the most relevant material among those references, but CIVIX failed to iderdifghrie
references on which Microsoft relied in its invalidity argumeladt. {181-82.)

The IDS CIVIX submitted on January 17, 2082 part of its prosecution of the ‘291 Patent

included approximately 600 referencedd. {85.) CIVIX did not, however, submit an IDS as part

% SeeCIVIX v. Microsoft Corp.84 F. Supp. 2d 1132 (D. Colo. 2000).

* The ‘307 Patent application was filed on August 28, 1997, and the ‘307 Patent issued on
June 18, 2002.



of its prosecution of the ‘622 Pate(itl.  86.)CoStaralleges that CIVIX's decisions to submit an
excessive number of references and not to submit any IDS, respectively, were lor the
specificintent to deceive and mislead the PTId. { 87.)

CoStar alleges that CIVIX’'s deceit continued during the reexaminations of then@22 a
‘291 Patents. During those processes, on January 21, 2009, CIVIX submitted a declgradobn s
by Bouve and Semplaléscrilping] the circumstances surrounding the claimed invention so as to
establish a priority date that antedates a dispositive prior art refef@meeBouve Declaratiof).
(Id. 189.) Prior to submittinghe Bouve declaratigrhowever, Bouve had suffd at least two
strokes, had substantial memory loss, and had difficulty speaking intelligiblyf.4L.) Although
CIVIX’s counsel wereaware of Bouve’s condition because they had previously stated that he was
unfit for depositionsbecause of his healtpbroblems,the Bouve Declaration did not disclose
Bouve’s health issuesld( 119192.) Moreover, despite other counsel bringing the matter to its
attention, CIVIX never informed the PTO of the unreliability of the Bouve Datta. (d.
119394.) Noneheless, CIVIX submitted a supplemental declaration by Semple, attesting to
essentially the same facts as the Bouve Declaration, on May 8, RDO®§.) CoStar alleges that
CIVIX had the specific intent to deceive the PTO by failing to disclose Betelth issues, that
CIVIX concealed its wrongdoing by submitting a later declaration without Begignature, and
that the PTO would have found the information important in deciding whether the ‘622 and ‘291
Patents survived reexaminatiold. (195, 97)

On January 21, 2009, Semple submitted another declaration on behalf ofa&3I'g&xt of
the reexamination proceedinigs the ‘622 and ‘291 Patenégxplaining his understanding that the

terms“Internet” and ‘nternet had the same meaning at the tiafiehe invention. Id. 1198-99.)



That declaratiorcontradicted CIVIX's position during claim construction of the ‘622 and ‘291
Patents in other litigation, during which CIVIX had argued that there were difiesdetween the
two terms. [d.f1100-04.)CoStar alleges that CIVIX had the specific intent to deceive the PTO
when it submitted Semple’s declaration contradicting CIVIX’s litigation positaom failed to
disclose the inconsistencjd. 1 105.)
Il. Alleged Inequitable Conduct in Prosecution of ‘335 Patent

The ‘335 Patent is a continuation of the ‘291 Patddt.f{107.) CoStar alleges that the
‘335 Patent is not sufficiently distinct from the ‘291 Patent to avoid unenforceability because of
the ‘291 Patent’s unenforceabilityd() CoStar ado alleges several other reasons for the ‘335
Patent’s enforceability. First, CoStar alleges that CIVIX submitted tBx®s during prosecution
of the ‘335 Patent that included an excessive number of documkieht$.109 (3tpage IDS
including 245 U.S. patents, 63 foreign documents, and 27pai@mt documesy; id. 1112 (IDS
listing 36 U.S. patents and 109 npatent documentsigl. 113 (56page IDS listing more than
580 U.S. patents and ngatent documents). In response, the patent examiner aské&d ©l
identify relevant references and highlight relevant sections withie ttedsrencesiq. 19110-11,
114.) CIVIX attempted to comply by designating 120 documd#ms“may be relevant with
respect to advertisingbut the examiner found that desajion insufficient. (d. 19115-17.)

CIVIX then submitted a declaration by Semple identifying just 34 of the distlose
references. . 1118.) CoStar alleges that the list of 34 references failed to identify other
references from the IDSs that wereekeintto the asserted claims of the ‘335 Patent, which relates

to “advertising over the Interné{ld. 19 119 126)° In addition,the 34 references were allegedly

> The Third Amended Complaint lists, in particulatA “Practical Guide to Sabre
6



“cherrypicked to include only references to the Internet that jolased CIVIX's purported
conception date, so that CIVIX couldwear behintthose references if the examiner used them
to support the obviousness of the use of the Interide®] (21.§

CoStar allegs that although CIVIX knew that the omitted references were relevant, and
that the obviousness of the Internet was importatiteé@xaminer, CIVIX omitted the references

with an intent to deceive the PTQd.(11122-24 127, 131) In particular, the Third Amended

Reservations and Ticketing’' (1992) by Jeanne Sdtaezycki; ‘The Official Guide to the Prodigy
Service’ (1991) by John L. Viescas; ‘Formati€uReference Guide’; and the transcript of the
‘Galileo Deposition’ and related exhibitgld. § 119.)

® According to CoStar's Third Amended Complaint, the references in the IDSseha
not listed by Semple in his declaration, but that refer to teerat include

“CompuServe Extends Information Superhighway with Enhanced Internet
Access,” (March 11, 1994) by Gary Steiner; “CompuServe Access.” (March 11,
1994) by Berry Wheeler; “CompuServe Subscribers to Have R.C.S. Access,”
(March 13, 1994) by Ed Jackson; “Access to CompuServe from the Internet
Available Now,” PR Newswire (March 31, 1994); “CompuServe, Dow Plug Into
Internet,” MacWeek, Volume 8, No. 12 (March 21, 1994) by Nathalie Welch;
“Microfile - CompuServe’s New Services,” The Guardian, (M&dh 1994) by
Jack Schofield).

(Id. 121.)CoStar'sThird Amended Complaint also alleges that Semple failed to identify
references in the IDSs that “were relevant in teaching the use of theettitegrnetworking
systems generally,” including:

“A Practical Guide to Sabre Reservations and Ticketing” (1992) by Jeanne
SemerPurzycki; “The Official Guide to the Prodigy Service” (1991) by John L.
Viescas; “Format Quick Reference Guide”; “Rules and Reservatiokigine
Computer Reservation Systems”, Airline Business (August 1, 1993); “Learning
Apollo - Basic and Advanced Training,” Delmar Publishing (1994), by Talula
Gunter; MAPBASE User Manual, Nextbase Limited, (198393); and
“Searching Dialog: The Complete Guide,” Dialog Information Services (éiug
1987).

(Id. 7 125.)



Complaint alleges that CIVIX argued to the PTO that none of the cited refereggesteudl use of
the Internetid. 1 127), indicating that it knew of the materiality of the Internet refesence

Finally, CoStar alleges that during prosecutibthe ‘335 Patent CIVIX alternately argued
that the term&internet and “internet were similar and that they were different, depending on the
situation. (d. 11132-37.)

ANALYSIS

Under the Federal Rules of Civil Procedure, a complaint need contaifiaoshort and
plain statement of the claim showing that the pleader is entitled to"rélexf. R. Civ. P. 8(a)(2).
The complaint musfgive the defendant fair notice of what the . . . claim is and the grounds upon
which it rests. Bell Atl. Corp. v. Twomb|y550 U.S. 544, 555 (2007) (quotitpnley v. Gibson
355 U.S. 41, 47 (1957)). Althougtdétailed factual allegatiohsare not required;labels and
conclusions, and a formulaic recitation of the elements of a cause of action wid’hiet. The
complaint mustcontain sufficient factual matter, accepted as trustade a claim to relief that is
plausible on its fac&. Ashcroft v. Igbgl556 U.S. 662, 678 (2009) (quotimgrombly 550 U.S. at
570). “A claim has facial plausility when the plaintiff pleads factual content that allows the court
to draw the reasonable inference that the defendant is liable for the miscondect’ale

Establishinga claim of inequitable conduct requirasparty to showthat information
material to patentability was withheld from the PTO, or material misinformation veasded to
the PTO, with the intent to deceive or mislead the patent examiner into granting thte’ pate
Outside the Box Innovations, LLC v. Travel Caddy,, 1685 F.3d 1285, 1290 (Fed. Cir. 2012).
The Federal Circuit en bamecently clarified, contrary to prior lawhat “the materiality required

to establish inequitableonduct is bufor materiality; meaning that the PTO would not have



allowed a claim if it had been arveaof the withheld informationTherasense, Inc. v. Becton,
Dickinson & Co, 649 F.3d 1276, 1291 (Fed. Cir. 20X&n banc). For example, “[w]hen an
applicant fails to disclose prior art to the PTO, that prior art iddyunaterial if the PTO would

not have allowed a claim had it been aware of the undisclosed priotdarThe party asserting
inequitable conduct must show that the patentee possessed the relevant conditions of mind,
including “(1) knowledge of the withheld material information or of thisity of the material
misrepresentation, and (2) specific intent to deceive the FEX2rgen Corp. v. Wallart Stores,

Inc., 575 F.3d 1312, 1327 (Fed. Cir. 2009).

It has long been the law that to plead a claim ifmquitable condugta plaintiffs
allegations must comport with Rule 9(lahich “requires that the pleadings contain explicit rather
than implied expression of the circumstances constituting fradid(quotingKing Auto., Inc. v.
Speedy Muffler King, Inc667 F.2d 1008, 101@(C.P.A.1981)). In particular, the Federal Circuit
has held that “Rule 9(b) requires identification of the specific who, what, when, where, anfl how
the material misrepresentation omission” to the PTOd. Rule 9(b) allows [m]alice, intent,
knowledge, and other conditions of a person’s mind” to be alleged generally, Fed. R.90, P
but the pleadings must “allege sufficient underlying facts from which a cayrte@asonably infer
that a party acted wi the requisite state of mindExergen 575 F.3d at 1327.

l. ‘622 and ‘291 Patents

CoStar alleges that the ‘622 and ‘291 Patents are unenforceable due to inecquiitdinbe c
because ofour of CIVIX’s actions during prosecution and reexamination of those pat@nts
CIVIX’s failure to disclose prior parent patent lawsuits involving the subyeiter of the ‘622

and ‘291 Patents; (2) CIVIX’s failure to disclose Bouve’s failing health wheunbingted the



Bouve Declaration; (3) CIVIX’s representations to the PTO that the tefmerriet” and
“internet” wele identical, contrary to arguments in previous litigation; and (4) CB/Iburying”
of relevant reference3 he court will address each of the alleged actions in turn.

A. Prior ParenPatent Lawsuits

The court will first consider whether CoStar’s allegas regarding CIVIX's failure to
disclose the lawsuits involving the ‘525 Patent are sufficient to state a claimefquitable
conductin the prosecution of the ‘622 and ‘291 Patefiise Manual of Patent Examining
Procedure (“MPEP”) provides that pad must disclose prior litigation involving the subject
matter of a patent application:

Where the subject matter for which a patent is being sought is or has beendnvolve

in litigation, the existence of such litigation and any other material information

arising therefrom must be brought to the attention of the U.S. Patent and Trademark

Office. Examples of such material information include evidence of possible pr

public use or sales, questions of inventorship, prior art, allegations of “fraud,”

“inequitable conduct,” and “violation of duty of disclosure.”
MPEP 8§2001.06(c) (8th ed. rev. 2012)

The courtsare “not bound by the definition of materiality in PTO rulé&ierasense649
F.3d at 1294. Neverthelessiqy to the Federal Circuit’s decision Tiherasensecourts generally
assumed that litigation involving theubjectslisted in MPEP 8§ 2001.06(c)was material to a
relatedpending patenépplication See, e.g Critikon, Inc. v. Becton Dickinson Vasculacdess,
Inc,, 120 F.3d 1253, 1258 (Fed. Cir. 1997According to the Manual of Patent Examining
Procedure, relevant litigation includes the defenses raised against vdlttigypatent, or charges
of fraud or inequitable conduct in litigation, which wautormally be material to the reissue

application.”). FollowingTherasensehowever, madriality requires that the PT@ould not have

issued the pateritit had known of the undisclosed litigatioB8ee Therasensé49 F.3d at 1292
10



(“Because inequitable conduct renders an entire patent (or even a patent faenilgjaeable, as
a general rule, this doctrine should only be applied irant&s where the patenteenisconduct
resulted in the unfair benefit of receiving an unwarranted claim. Aftehalpatentee obtains no
advantage from misconduct if the patent would have issued any{gdgtion omitted)).

CoStar contends that thiderasensstandard does napply to parent patent litigation, and
that the nondisclosure of parent patent litigation is sufficient to constitute ialelguttonduct if
the parent patent litigation iserely relevanin some way to the patent applicati¢bkt. No. 132,
at 12.) In support, CoStar cit€sitside the Bgxa Federal Circuit case in which the parent patent
litigation dealt only with infringement, and did not involve any issues related to patentability,
enforceability, or validityOutside the Bagx695 F.3d at 12991. The Federal Circuit held that
nondisclosure of the parent patent litigation did not constitute inequitable condudestitiic
make the patent unenforceahllte. As the Federal Circuit explained,

However,the issue was not whether the [pribtipation was irrelevant; the issue

was wheher the existence of the [pridifigation was material to pantability of

the [patenin-suit], when there was no citation of prior art, nor any pleading of

invalidity or unpatentability in the [priditigation] complaint as iexisted during

pendency of the [patem-suit] application.
Id. at 1291. In other words, the prior litigation would not have been material even under the
standards applicable prior Therasensebecause it did not deal with patentability, enforceability,
or validity. The holding ofOutside the Boxhus did not direty address whetheFherasense
butfor materiality standar@pplies to assertions of inequitable conduct based on parent patent
litigation.

Outside the Boxlid, however, citeTherasense new materiality requirement during its

discussion of themateriaity of the parent patent litigationld. Moreover, the language in

11



Therasensé unequivocal and categoricdherasense649 F.3d at 1291 (“This court holds that,
as a general matterthe materiality required to establish inequitable conduct isfdout
materiality.” (emphasis added)). CoStar presents no argument to overcome théderaboss,

so the court will applyrherasenss materiality standard to CoStar’s allegations of inequitable
conduct based on parent patent litigation.

At the pleading stagdwomblyestablishes that pleading legal conclusions is insufficient.
Twombly 550 U.S.at 555 To sufficiently plead butor materiality undeilherasensetherefore,
“the accused infringer must identify some fact that would make it plausible tHat @would not
have granted the patent Hot the misrepresentation.Human Genome Sciences, Inc. v.
Genentech, IncNo. 1:CV-6519, 2011 WL 7461786, at *4 (C.D. Cal. Dec. 9, 20&&yordSAP
Am., Inc. v. Purple Leaf, LLQNo.C 114601, 2012 WL 223799%t*6 (N.D. Cal. June 15, 2012)
‘[Nt is not enough to simply allegeas a legal conclusierthat the information was
material—rather, there must be factteged supporting that element.”).

Here, CoStafails to meet that requirement. With respect to materiality, CoStar’s Third
Amended Complaint allegdbat “[t]he district court [in théMicrosoftlitigation] construed terms
in the ‘525 Patent that are also present in the ‘622 and ‘291 Patents.” (CoStat’AmhiCompl.
173.) CoStar’s Third Amended Complaint includes no explanation, however, of whichiterms
the ‘525 Patent the court construed, or of how the court’s construction of those tatesstoethe
PTO'’s decision to issue the ‘622 and ‘291 Patehigt omission is fatal in light dExergen's
requirement that the pleadings “explain both ‘whige withheld information is matial
and. . . ‘how’ an examiner would have used this information in assessing the patentability of the

claims?” Exergen 575 F.3d at 1329-30.

12



CoStars Third Amended Quoplaint also alleges that CIVIX failed to disclose to the PTO
the three prior art references Microsoft relied on in its November 5, 1999, motion forasym
judgment of invalidity. (CoStar's Third Am. Compl.78.) With respect to materiality, CoStar
alleges only that Microsoft alleged those references “invalidated various {3&] of the ‘525
Patent.” (d.) Again, thatallegation lacks the specificity necessary under Rule 9(blcaedyerto
explain how the undisclosed information is matefifle allegation that annterested litigansaid
so is not sufficient, as interested litigants frequently take positions thahbabstantive merft
CoStar's Third Amended Complaint provides no detail about which claimsalkgedly
invalidated, why they woulthe invalidated by Microsoft’s references, and how the PTO would
have used the information to assess the patentability of the ‘291 or ‘622 Patents. Whkrno ot
allegations regarding materiality, CoStar’s allegations about CIVIXigéato disclose thparent
patent lawsuits are inadequate to state a claim for inequitable conduct.

B. Bouve Declaration

CoStar’s allegations regarding the Bouve Declaration are similarly inatketp state a
claim forinequitable conduct in the prosecution of the ‘622 and ‘291 Pa@nt& again, CIVIX
contends that CoStar's allegations fail to establishfdiumateriality under therherasense
standard, because CoStaside from mere conclusory allegations, Masled to plead facts
sufficient to show that the PTO would not have granted” the patents if the PTO had beeeafawa

Bouve’s health problems. (Dkt. No. 110, at 10.)

’ Microsoft's summary judgment of invalidity motion was mooted when the court granted
Microsoft summary judgment of nanfringement, so the Colorado court never expressed an
opinion on the merits of Microsoft’'s invalidity argume8ge Dkt. No. 295,CIVIX-DDI, LLC v.
Microsoft Corp, No. 99¢v-172 (D. Colo. Feb. 23, 2000).

13



The court agrees. CoStar merely alleges that Bouve’s health problems weralmat
“because a reasonable examiner would consider it important” in decidingewhetissue the
patents(CoStar’'s Third Am. Compl. $5.) But hat allegatiormerely statea conclusion of law
and the wrong conclusion of law at that, now that the FederaliQiecuiresbutfor materiality.

Even aside from the lack of allegations showing materiality, the court's ‘@ldici
experience and common sefisigbal, 556 U.S. at 679, suggest that CoStar’s allegations of
materiality are implausibleThe Bouve Declarabn, which deals with events surrounding the
invention of the patented method#s signedy both Bouve and Semple, two of the inventors.
Even if Bouve’s credibility were discounted because of his strokes and memorgnpsobl
Semple’s credibility would 8t support the contents of the Bouve Declaratidinis thus
implausible to believe that the PTO would have discounted the contents of the BouvetiDaclara
if it had known of Bouve’s health problems. CoStar’s allegations related to the Baolaration
are inadequate to statelaim for inequitable conduct.

C. Distinction Between “Internet” and “internet”

Next the court addresses CoStar’s allegations related to Semple’s titmtldtaing the
reexamination of the ‘622 and ‘2%atentghat the term$internet” and “internet” had the same
meaning at the time of the invention. (CoStar’s Third Am. Compd8f¥P.) CoStar alleges that
CIVIX failed to disclose that this declaration was inconsistent @I¥HX’s position in previous
litigation involving the ‘622 and ‘291 Patentsld( 11100-04.)Once againCoStarhas failed
sufficiently to pleadthe materialityof CIVIX’s alleged omission undérherasense

Prior to Therasensethe general rule was thdtany assertionthat is made by a

litigant . . .during litigation, which is contradictory to the assertions madéo the patent

14



examiner, comprisematerial information.””Environ Prod., Inc. v. Total Containment, IndNo.
CIV.A. 954467, 1997 WL 364464, at *fE.D. Pa. June 19, 1997yjuoting Gaden Valley
Microwave Foods, Inc. v. Weaver Popcorn ,&87 F.Supp. 1444, 1477 (N.Dnd. 1992) aff'd,
11 F.3d 1072 (FecCir. 1993); see alsdIPEP & 2001.06(c) (Another example of such material
information is any assertion that is made during litayatvhich is contradictory to assertions
made to the examiné&y. Moreover, PTO regulations explicitly require the disclosure of any
non-cumulative information thatréfutes, or is inconsistent with, a posititthre applicant takes”
before the PTO regardirgatentability. 37 C.F.R. 8.56 (2013)“Rule 56”). The Federal Circuit
in Therasensehowever, explicitly refused to adopt the materiality standard of Rule 5@gsiasit
it is “overly broad because information is considered material even iiiftrenation would be
rendered irrelevant in light of subsequent argument or explanation by the pat€htzasense
649 F.3d at 1294. Once again, therefore,hilmefor materiality standard ofherasenseapplies,
and CoStamust allege facts sufficiend suggest that the PTO would not have issued the ‘622 and
‘291 Patents if CIVIX had disclosed the inconsistency in its arguments.
CoStar alleges, with respect to thatariality of the inconsistency, that
CIVIX knew that Mr. Semple’s Internet declaratiovas material to the USPTO
because it was submitted after its claims had been rejectedddidity in view of
prior art that disclosed “Internet” references. Moreover, CIVIX'sdiiign position
was material to the USPTO’s determination of patentglbkecause a reasonable
patentexaminer would consider it important in deciding whether to allow the
claims to survive reexaminatidrecause of the obvious inconsistency.
(CoStar’s Third Am. Compl. 104.) The second sentence of that allegation merely states a legal
conclusion (and again, aft€herasensea conclusion inadequate to establish inequitable conduct).

The first sentence is somewhat more substantive, but ega@adequate to allege bidr

materiality.Paragraph 104tates that at least some of the claims of the ‘622 and ‘291 P@tents

15



does not state which claims) were rejected for invalidity because of ptidhadrdisclosed
“Internet referenceslt is not clear how these unidentified “Internet” references are relevant to the
claims of the ‘622 or ‘291 Patents, particularly because the patents do nothediimternet’in

the abstractinsteadthey claim methods for using the Internet to connect atasedatabase from

a remote location and to retrieve information about items of interespamtiaular geographic
vicinity. The Third Amended Complaint does not explamv the “Internet references” in D4
invalidated any of the proposed claims of the ‘622 or ‘291 Patents, or whether the invalidation
related to the distinction, or lack thereof, between “Internet” and “intethet Semple’s
Declaration addressed.

Moreover, CoStar’'s allegations of materiality are not only inadequate, but also
implawsible. Al of the references to the “Internet” in the claims of the ‘622 and ‘291 Radeat
capitalized See CIVIXDDI, LLC v. Cellco P’shipNo. 03 C 2792, 2005 WL 831307, at *2 (N.D.
lIl. Apr. 6, 2005) (“The term ‘Internetippears in claims 6, 12, 20, 28, 29, 38, 61, and 63 of the
‘622 patent, and claims 1 and 14 of the ‘291 patent. The termn@ttexppears in claim 6 of the
‘307 patent). Semple’s declaration supporting the view that “Internet” and “internet” are
interchangeable would thus serve to expand the universe of prior art referencesuttiat
potentially invalidate the ‘622 and ‘291 Patents. That is, if “Internet” is equivede‘internet,”
then any reference referring to either “Internet” or “internmatild potentially invalidate the
patents. By contrast, if there is a distinction between the terms, onlynedsr® “Internet” have
that potential.

Semple’s declaratiothusactually broadens the scope of the Patents, which might assist

CIVIX in future infringement lawsuits, but hindeitsduring reexamination before the PIhen
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validity is at issueFar from being bufor material, therefore, CIVIX’s prior contrary position in
litigation actually would have weighed in favor of patentability, not ragait. It is thus
implausible to allege that the PTO would have denied reissuing the ‘622 and ‘291 Pathats
known of CIVIX’s prior position®

D. Burying References

CoStar alleges that th291 Patenis unenforceable because of CIVIX’s subnoss to the
PTO that buriedhe most relevant referencé€oStars Third Am. Compl. 185-87) CoStar also
alleges that CIVIX’s disclosures with respect to the ‘622 Patent were uatgeloecause CIVIX
did not submit an IDS with respect to that pateldt. {86.) The allegations relating to tHeSs
accompanying the ‘622 and ‘291 patent applicatamesonly three paragraphs lond.{185-87),
and do not include any allegations regarding the materiality of CIVIX'gedlly inadequate
disclosures. Those allegations are thus inadequate ErdegenandTherasense
Il. ‘335 Patent

CoStar alleges that the ‘335 Patent is unenforceable due to inequitable conducefor thre
reasons: (1) it is a continuation of the ‘291 Patent, and its claims are nciestiff distinct from
the claims of the ‘291 Patent to avoid being tainted by the inequitable conductiV(XjsC
submissions to the PTBuried referencemost relevant tahe allegedobviousness of the ‘335
Patent and CIVIX failed, upon request of the PT@y specify the most relevant references
(CoStar’s Third Am. Compl. 1§08-131) and (3) CIVIX alternatively arguetb the PTOthat

“internet” and “Internet” had the sameeaning, and that they had different meanings, depending

8 CoStar's allegations that Semple submitted his declaration to deceive the RTfdingg
the patentability of the ‘622 and ‘291 Patents (CoStar’s Third Am. Comjd5) are also
implausible.The submission of his declaration likely hurt CIVIX’s case for patentabiltyrer
than helping it.
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on “whatever position it nesdo take at that time” (CoStar’s Third Am. Compl3p). In light of
the court’s dismissal of CoStar’s allegations that the ‘291 Patent is uneaxifiercihe first reason
is without merit. The court addresses the other two reasons below.

A. Burying Refeences and Failing to Identify which References are Most Relevant

CoStar allegethat CIVI X, through the named inventors amasecuting attorneys of the
‘335 Patent, submitted an excessive number of documents as part of its IDSs for thetéBB5 P
(Id. 1 109 (31page IDS including 245 U.S. patents, 63 foreign documents, and 2+jfatent
documenty id. § 112 (IDS listing 36 U.S. patents and 109 -patent documents)d. § 113
(50-page IDS listing more than 580 U.S. patents andpatent documents). When the PTO
specifically requested that CIVIX identify the most relevant references)XCltimately
submitted a declaration by Semple identifying just 34 of the disclosed rederddc § 118.)
CoStar’s allegations thedentify specificdisclosed references thatere allegedlyomitted from
Semple’s declarationld. 11121, 125.)

CoStar also alleges facts showanplausible theory for how these omitted references were
butfor material. Specifically, CoStar alleg#sat the omitted references disse the use of the
Internet or “internetike networking systems generally” to communicate between a user and a
remote database from which the user seeks informatohjp GoStar then alleges thatthe PTO
hadfocused on these references, it would have declined to issue claim 1 of the ‘335 Pateint, and al
of the claims dependent on it, on the ground of obviousnds§f(122-23, 126.) Finally, CoStar
alleges that CIVIX knew of the materiality of the omitted referemeesintended to deceive the
PTO byburying, and then upon request failitayhighlight, those references. To show CIVIX’s

knowledge and intent, CoStar alleges that CIVIX argioethe PTO that none of its references
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taught or suggested the use of the Internet in this context, and that the ‘385viRegtehus
non-obvious. Id. 11127-28.)

CIVIX contends that although CoStar’s allegations list the referencegedljeomitted
from Semple’s declaration, they specifically “faiif]identify which claims, and which limitations
in those claimsthe withheld references are relevant to, and where in those references the material
information is found Exergen 575 F.3d at 1329But CoStar specifically alleges that the
references are relevant “to all the asserted claims of the ‘335 Patent, mslcléie only
independent claim, pertains to ‘advertising over the Internet’, and all odiers of the ‘335
Patent are dependent on claifh(oStar’s Third Am. Compl. §26.) That allegation adequately
identifies the claims theithheldreferences areelevant to.

With respect to identifying where in the references the relevant informatiéound,
CoStar does not identify page numbers to specifically pinpoint the relevant infomrmathe
withheld referencesCoStar’s allegations do, howevedegribe whatnformation in the references
isrelevant. See id{ 125 (stating that the withheld references “disclose the use of CompuServe on
the Internet” and “were relevant in teaching the use of the Intkkeehetworking systems
generally); see alsoid. 1121.) Although a party alleging inequitable conduct would be well
advised to include page numbers, doing so is not absolutely necessary t&xeegirs
requirements if the pleading adequately describes the relevant infornhatieed, if the releant
information is adequately described, filling in the page and line numbers is/rarratademic,
redundant exercise. This court will not require such technical pleading.

Here, CoStar’'s descriptions of the relevant informatiorihe withheld refereres are

somewhat vague, but the court believes that they are adedqulépleading stage put CIVIX

19



on notice of the claims againstlit.the context of the pateniis-suit, CoStar’s descriptions plainly
indicate that the relevant information the withheld referenceis how to use the Internéd
communicate between a user and a remote database from which the user semlsianfor
CoStar's allegations are thus adequate to pinpoint the “what” and “where” of tleeianat
omissionsSee Exergerb75 F.3d at 1329.

CIVIX next argues that CoStaidlegations are insufficient because CoStar has failed to
establishthat an intent to deceive the PTO is the “single most reasonable infereneetitawmn
from the alleged fact3.herasense649 F.3d at 1290 (quotirigtar Scientificinc. v. R.J. Reynolds
Tobacco Cq.537 F.3d 1357, 136@-ed.Cir. 2008)).As Therasensenakes plain, however, the
requirement that the intent to deceive be the single most reasonable inf@mmsefrom the
requirement athe merits stage that the proponent of inequitable conduct prove its casarby cl
and convincing evidenc&ee d. (“[T] o meet the clear and convincing evidence standard, the
spedfic intent to deceive must béhe single most reasonable inference abliee drawn from the
evidence.” (quotingStar Scientific 537 F.3d at 1366)). At the pleading stage, by contrast, the
proponent of inequitable conduct need only plead sufficient facts that the s@yrréasonably
infer’ knowledge and intenExergen 575F.3d at 13289 & n.5. CoStds allegations meet that
stardard insofar as they identify a plausible motive and opportunity for hitlegrelevant
references from the PTO.

Next, CIVIX contends that as a matter of law, “burying” references cacorwtitute
inequitable conduct. In support, it cites the Federal Circuit's comment thadi€eifwg reference
was before the examinewvhether through the examiner’'s search or the applicant’s disclosure, it

can not[sic] be deemed to have been withheld frima examinet. Scripps Clinic & Research
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Found. v. Genentech, In@27 F.2d 1565, 1582 (Fed. Cir. 199dyerruled on other grounds by
Abbott Labs. v. Sandoz, In&66 F.3d 1282 (Fed. Cir. 20Q@ccordFiskars, Inc. v. Hunt Mfg.
Co, 221 F.3d 1318, 132Fed. Cir. 2000Q)Litton Sys., Inc. v. Honeywell, In&7 F.3d 1559, 1571
(Fed. Cir. 1996)vacated on other grounds20 U.S. 1111 (1997aff'd in part, rev'd in part,
vacated in part, and remanded40 F.3d 1449 (Fed. Cir. 199&brogated by Festo Corp. v.
Shoketsu Kinzoku Kogyo Kabushiki (284 F.3d 558 (Fed. Cir. 2000).

As a recent law review article explains, however,

The Scripps Litton, and Fiskars Federal Circuit decisions do not necessarily

preclude burying from being a form of inetgble onduct as they didot address

the burying issue directly. I8cripps the reference had not been disclosed and

instead was discovered by thatent examiner “on his ownl# Litton, the patent

applicant originally withheld the reference but later disclosed it duringueis

Fiskars the applicant disclosed a brochure describing what he considered to be the

closest prior art to his invention, but the examiner indicated that teurehad

not been considered. The Federal Circuit consequently founthetmitable

conduct because the lofaure was before the examindlone of these decisions

speak directly to burying, and none necessarily preclude the practice fromabeing
form of inequitable conduct.
Robert Brendan TaylorBurying 19 Mich. Telecomm. & Tech. L. Rev. 99, 108 (2012)
(footnotes omitted). Accordingly, the Federal Circuit has not establishedtigdefinivhether or
under what circumstances burying may constitute inequitable conduct.

The court need not address that question directlyisrcdse, because the alleged conduct
extends beyond merely burying the relevant references. CoStar also dietg€fviiX omitted
material references in response to the PTO’s specific request for assistaecaifying relevant
reference$rom the mateal in CIVIX's IDSs. Accepting these allegations iase, by deliberately

focusing the PTO'’s attention on the references it identified, CIVIX suadlsatoided scrutiny

of other references thallegedlywould have rendered its invention unpatentable. That behavior is
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more culpable than merely submitting a large volume of references, as pica tfurying”
allegation. Moreover, CIVIX’s alleged conduct directly violates its duty of catwdtire PTO. In
effect, CIVIX’s response to the PTO’s requestais affirmative misrepresentation that the
identified references are more relevant than the disclosed, but not identéfecences.
Allegations of such behavior are adequate to state a claim for inequitable conduct.

B. Contradictory Argument on Meanirgj “Internet” and “internet”

CoStar’s allegations that CIVIX attorneydook whatever position was most favorable at
the time with respect to the meansm@j “internet” and “Internet” are insufficient to allege a claim
for inequitable conduct becausan“applicant is free to advocate its interpretation of its clamds
the teachings of prior artfhnogenetics, N.V. v. Abbott Lap512 F.3d 1363, 1379 (Fed. Cir.
2008).

CoStar is correct that “[akes involving affidavits or declarat®rmare held to a higher
standard,” and thdahe submission of false affidavits can thus constitute inequitable comdiuct.
Moreover,CoStar alleges that CIVIX submitted affidavits to “sw[ear] behind variousrhet’
references” during prosecution of the ‘335 Patent. (CoStar’s Third Am. Corhpb.fCoStar
does not allege, however, that those affidavits directly took a position on the meathegesm
“Internet,” instead merelglleging thatheywere inadequate to establishearlier priority date.
(Id. (“But those documents do not establish that CIVIX’'s early conception date invbbrede of
TCP/IP or the worldwide scope of the ‘Internet, as opposed to a more gemeeinet’
network.”).) Accordingly, CoStar has not adequately alleged that CIMIKms#ted false
affidavits, and it has thus failed to state a claim for inequitable conduct wittcréspg@lVIX’'s

arguments about the meanings of “Internet” and “internet.”
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CONCLUSION

For the reasons explained above, CIVIX’s motion to dismiss CoStar’s inequibaiolect
claims(Dkt. No. 109) is granted in part and denied in part. CoStar’s claims in its Third Amended
Complaint(Dkt. No. 99)that the ‘622 and ‘291 Patents are unenforceable because of inequitable
conduct are dismissed, as is CoStar'sxldnat the ‘335 Patent is unenforceable due to inequitable
conduct in the prosecution of the ‘291 Pat€uStar’s claim that the ‘335 Patent is unenforceable
because of inequitable conduct in the prosecution of the ‘335 Patent shall stand, but paragraphs
132 through 137 of CoStar’s Third Amended Complaint (Dkt. No. 99) are dismissed, adl tioey fa
state a claim that CIVIX’s alternative arguments on the meanings of “Intern€iraechet”
constitute inequitable conduct.

CIVIX’s motion to dismiss LoopNé&t inequitable conduct claim and its Sixth Affirmative
Defense (Dkt. No. 112) is also granted in part and denied in part. LoopNat'sthat the ‘335
Patent is unenforceabldue toinequitable conduct in the prosecution of the ‘291 Patent is
dismissed. bopNet'sclaim that the ‘335 Patent is unenforceable because of inequitable conduct
in the prosecutiorof the ‘335 Patent shall stand, but paragraphs 56 throughf BdopNet’s
Second Amended Answer and Counterlcajir#8632, Dkt. No. 71) are dismissed, taey fail to
state a claim that CIVIX’s alternative arguments on the meanings of “Intern€iraechet”
constitute inequitable conduct. The dates set in Dkt. Nos. 83 and 131 shall remain in effect.

ENTER:

Qaam'?- MW

JAMESF. HOLDERMAN
Chief Judge, United States District Court

Date: May 15, 2013
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