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UNITED STATES DISTRICT COURT
WESTERN DISTRICT OF TEXAS
SAN ANTONIO DIVISION
M-1 LLC, No. SA:15-CV-406-DAE
Plaintiff,
VS.

FPUSA, LLG

Defendant

w W W W W W W W W W

ORDER DENYINGDEFENDANTS MOTION
TO DISSOLVE PRELIMINARY INJUNCTION

Before the Court is a Motion to Dissolve the Preliminary Injunction
issued by this Court on November 4, 20flBd by Defendant FPUSA, LLC
(“Defendanit) (Dkt. #113). On October 13, 2016, the Court held aring on the
matter. Ted. D. Lee, Esq., Michelle C. Replogle, Esg., and John R. Keville, Esq.,
appeared on behalf of PlaintiffMLLC (“ Plaintiff”’). Christopher L. Dodson,
Esq., Douglas F. Stewart, Esqg., and Timothy R. Geiger, Esq., appeared onfbehalf o
Defendant After considering the arguments madeligy parties at the hearinbe
evidence presentedndarguments made in the briefs, the Court, for the reasons
that follow, finds that this motion should BENIED (Dkt. #113).

OnNovember 4, 2013his Court issued an Amended Order granting

Plaintiff’'s motion to preliminarily enjoin Defendant from infringing or inducing
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the infringement bClaim 16 of U.S. Patent N®,004,288 (the288 Patent”)
contingent upon the posting of a ten million doband. Plaintiff filed the bond
the following day, and the injunction took effect. Defendant now seeks to
invalidate the preliminary injunction byising additional challenges tioe validity
of the '288 Patent.

BACKGROUND

Plaintiff is a limited liability company engaged in the business of
supplying oil drilling fluid and related equipment and services. (Dkt. # 1 | 1; Dkt.
# 8 at 1.) Dirilling fluid serves to lubricate and cool drill bits during the drilling
process, and also serves to convey drill cuttings away from the bore hole. (Dkt. # 8
at 2.) Drilling fluids are typically very expensive; thus, to reduce the cost of
drilling operations, operators seek to recover and reuse as much drilling fluid as
possible. Id. at 2-3.) A “shale shakerhich is used to remove large solids from
the drilling fluid, is one piece of equipment used in the recovery prodesst 8.)
Operators feed “slurry” (a mixture of drilling fluid and drill cuttings) onto the
shaker bed, where a vibrating screen sspa the drilling fluid from drill cuttings
and other solids.Id.) The drilling fluid then falls through the screen into a
receptacle below.Id.)

Plaintiff's inventor, Brian Catrr, filed several patent applications with

the United States Patent afichdemark Office (“USPTQO”in 2006regarding



Improvements to shakers and the drilling fluid recovery procédsat(3.) On
April 14, 2015, one of those applications issued as the '288 PdlentDkt. # 8,
Ex. A.) The abstract of the '288 Pateesdribes Carr’s invention as follows:
A system for separating components from a slurry of drilling fluid and
drill cuttings on a shaker screen having an upper side and a lower side
within a shaker. The system also has a pressure differential generator
to pull an effective volume of air through a section of the shaker
screen to enhance the flow of drilling fluid through the section of the
shaker screen and the separation of drilling fluid from drill cuttings
and further maintain an effective flow of drillitings off the shaker.
A method of separating components of a slurry of drilling fluids and
solids has the steps of delivering the slurry to a shaker, flowing the
slurry over a first screen and applying an effective amount of vacuum
to a first portion othe first screen to remove the drilling fluids from
the slurry without stalling the solids on the first screen.
(Dkt. # 8, Ex. Aat 1.)

Figure 4 of the '288 Patent illustrates some of the features of Carr’s
invention. It shows a shaker with multiplereens, and a “sump” (reservoir) under
the screens. An outlet on the shaker connects to a pressure differential device,
which creates pressure differential across the screens. The pressure differential
pulls air through the screen, improving drilling fluid recovery as well as the flow of
drill cuttings off the shaker.Id. at 4.) In different iterations of the device, one or
more sumps may be located under the screens such that a pressure differential may
be provided across fewer than all of the shakeeens. Id., Ex. A, 7:8-14.)

Adjusting the volume of air pulled through the screens prevents drill cuttings from

stalling as the slurry passes across the scrédnat@:49-51.) Figure 6 of the
3



'288 Patent illustrates other aspects of Carr’s invention. It shows a screen installed
on top of a sump, which is fluidly connected via flow line to a degassing chamber
and a pressure differential device in order to generate the desired pressure

differential across the screen. (Dkt. # 8 aii, EX. A.)
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On May 15, 2015, Plaintiff filed thestantlawsuitalleging that
shale shaker produced by Defendant infringes the '288 Patent. (Dkt. # 1.) On June
24, 2015this Gourtissued an Order Granting Plaintiff's Motion for Preliminary
Injunctionas to claims 1 and 16 of the '288 Patent. (Dkt. # 31.) Defendant
appealed. (Dkt. #9.) On September 24, 2015, the Federal Circuit affirmed this
Court’s injunction with respetb Claim 16, vacated the Court’s injunction as to
Claim 1, and remanded for this Court to reform its injunctibhe reformed
injunctionconsistent with the Federal Circuit’s direction issued on November 4,
2015.

On November 19, 2015, Defendant filed a Petition for Inter Partes

Review (“IPR”) before th&JSPTO’sPatent Trial and Appeal Board (“PTAB"),
4



seeking review of the '288 Patent.IKR Pdition,” Dkt. #113, Ex. CFPUSA,

LLC v. M=l LLC, No. IPR 201600213 (P.T.A.B. Nov. 19, 2015). The IPR

Petitionasserted that numerous claims of the '288 Patereunpatentable, based
upon six prior art references which Defendant had not discovered at the time this
Court held thdénearing on the Motion for a Preliminary Injunction. (DkL¥8 at

5.) The PTAB panel issued a decision on June 2, 2016, which instituted review of

the '288 Patent. (“IPR Decision,” Dkt.Z43, Ex. JEPUSA, LLC v. M-I LLC,

No. IPR 201600213 at 2829 (P.T.A.B. Jun. 2, 2016).)

Now, Defendant seeks to dissolve tHovember 4,@15,injunction,
arguing thathe PTAB panel'slecisionto institute IPRagainst the '288 Patent
amourts to a change in circumstansesh thaPlaintiff can no longeestablish a
likelihood of success on the merit@Dkt. #113 at +11.) Further, Deferaht
argues thaeven if the PTAB panel’s decision to institute IPR does not amount to a
change in circumstances, the discovery of the priowantantsthe dissolution of
the preliminary injunction. I4. at 11.)

LEGAL STANDARD

A patentee suing an alleged infringer for patent infringement may, for
the purpose of immediately preventing further alleged infringement, move for the
“extraordinary relief’” of a preliminary injunction. 35 U.S.C283;Titan Tire

Corp. v. Case New Holland, In&66 F.3d 1372,375 (Fed. Cir. 2009). The




purpose of a preliminary injunction is “to preserve the status quo pending a

determination of the action on the merits.” Litton Sys., Inc. v. Sundstrand, Corp.

750 F.2d 952, 961 (Fed. Cir. 1984). A party seeking a preliminary injunction must
establish (1) that it is likely to succeed on the merits, (2) that it is likely to suffer
irreparable harm in the absence of relief, (3) that the balance of equities is in its

favor, and (4) that an injunction is in the public inter&¥inter v. Nat. Res. Def.

Councill, Inc., 555 U.S. 7, 20 (2008).

The grant of a preliminary injunction is not unique to patent éaal,
the Federal Circuit applies the law of the regional circuit when reviewing and

interpreting such decisions. Aevoe CorpAE Tech. Cq.727 F.3d 1375, 1381

(Fed. Cir. 2013). However, “[s]ubstantive matters of patent infringement are
unique to patent law, and thus the estimated likelihood of success in establishing

infringement is governed by Federal Circuit laviRévisian Military, Inc. v.

Balboa Mfg. Ca, 700 F.3d 524, 526 (Fed. Cir. 2012).

“Ordinarily, the purpose of a motion to modify an injunction is to
demonstrate that changed circumstances make the continuation of the order

inequitable.” _Black Ass’n of New Orleans Fire Fighters (BANOFF) v. City of

New Orleans, La., 853 F.2d 347 43&th Cir. 1988). “Modification of an

injunction is appropriate when the legal or factual circumstances justifying the

injunction have changed.” ICEE Distrib., Inc. v. J&J Snack FoG8dsp, 445




F.3d 841, 850 (5th Cir. 2006). In the context of a preliminary injunction enjoining
patent infringement, discovery of prior art is a changed factual circumstance

warranting reexamination of the validity of the pateBnteqris, Inc. v. Pall Go.,

490 F.3d 1340, 1343 (Fed. Cir. 2007)

DISCUSSION

l. Likelihood of Success on the Merits

A party seeking a preliminary injunction must first show a likelihood
of success on the meritgVinter, 555 U.S. at 20. For a patem@aintiff to
establish that it is likely to succeed on the merits of a patent infringement claim, it
must show (1) that it is likely to prove infringement of the patent claim, and

(2) that the infringeelipon claim is valid AstraZeneca LP v. Apotex, In6G33

F.3d 1042, 1050 (Fed. Cir. 2010). To meet its burden under this prong, a patentee
must prove that “success in establishing infringement is more likely than not.”

Trebro Mfq., Inc. v. Firefly Equip., LLC748 F.3d 149, 1166 (Fed. Cir. 2014)

(internal quotation marks omitted). “A preliminary injunction should not issue if
an alleged infringer raises a substantial question regarding either infringement or
validity,” and the patentee cannot show that the question “lacks substantial merit.”

AstraZeneca633 F.3d at 1050. The Court addresses the infringement and validity

elements in turn below.



A. Infringement

This Court previously found that Plaintiff met its burden of showing a
likelihood of the success on the merits of its direct infringement claim with respect
to Claim 16 of the '288 Paten{Dkt. #89 at 21.) This finding was affirmed by the
Federal Circuit Court of Appeald he parties do not challenge this finding, and
the Court does not readdress it here.

B. Validity

A patent is entitled to a presumption of validity. 35 U.S.283. “A
patent holder seeking a preliminary injunction bears the burden of establishing a
likelihood of success on the merits with respect to the patent’s validitytegris

490 F.3dat 133 (citing Helifix, Ltd. v. BlokLok, Ltd., 208 F.3d 1339, 1351 (Fed.

Cir. 2000)). “If [ the defendaltraises a substantiguestion concerning . . .
validity” and “thepatentee cannot proythe challengejlacks substantial merit’
then the patentdeas not established a likelihood of success on the meAtsbtt

Labs.v. Andrx Pharm., Inc., 452 F.3d 1331335(Fed. Cir. 2006) (quoting

Amazon.com, Inc. v. Banresandnoble.com,,IA89 F.3d 1343, 135861 (Fed.

Cir. 2001)) (alterations iAbbott Labs). In such a case, the preliminary injunction

should not issue, or should be dissolv&ttegris 490 F.3d at 135Mavetronix

LLC v. lteris, Inc, No. A-14-CA-970-SS, 2015 WL 300726, at *6 (W.D. Tex. Jan.

22,2014)



At the preliminary injunctiorstage an alleged infringer may assert an
invalidity defenseon a lesser burden of proof than is required to support a

judgment of invalidity at trial.SeeAmazon.com?239 F.3chat 1350 Atlanta

Pharma AG v. Teva Pharms. USA, 866 F.3d 999, 10696 (Fed. Cir. 2009)

The burden then shifts to the party seeking to enjoin the alleged infringement to

demonstrate that the invalidity defense “lacks substantial mé&ritégris, 490

F.3d at 1352 (citing Genetech, Inc. v. Novo Nordisk, 108 F.3d 1361, 18684 (F
Cir. 1997)). At this stage, “vulnerability is the issue . . . while validity is the issue
at trial. The showing of a substantial question as to invalidity thus requires less
proof than the clear and convincing showing necessary to establish ipvalidit

itself.” Abbott Labs., 452 F.3d at 1335.

1. Anticipation
8102 of theLeahySmith America Invents Act, 35 U.S.C180et
seq, explainsthat “a claim is anticipated ‘if each and every limitation is found

either expressly or inherently in a single prior art reference.” King Pharm., Inc. v.

Eon Labs, Inc., 616 F.3d 1267, 1274 (Fed. Cir. 20409tingCeleritas Techs.

Ltd. v. Rockwell Intl Corp., 150 F.3d 13541360 (Fed. Cir. 1998)). “Section 102

embodies the concept of noveltyf a device or process has been previously
invented (and disclosed to the public), then it is not new, and therefore the claimed

invention is ‘anticipated’ by the prior inventionNet MoneyIN, Inc. v. VeriSign,




Inc., 545 F.3d 1359, 1369 (Fed. Cir. 2008). A proponent seeking “to dwratm
anticipation . . . musthow‘that the four corners of a single, prior art document

describe every element of the claimed inventiohd’ (quotingXerox Corp. v.

3Com Corp., 458 F.3d 1310, 1322 (Fed. Cir. 2006); Advanced Display Sys., Inc. v.

Kent State Uniy.212 FE3d 1272, 1282 (Fed. Cir. 2000'‘Because the hallmark of

anticipation is prior invention, the prior art reface—in order to anticipate under
35 U.S.C. 8102—must not only disclose all elements of the claim within the four
corners of the document, but must also disclose those elements ‘arranged as in the

claim.” Net MoneyIN 545 F.3d at 1369 (quotirgonnell v Sears, Roebuck &

Co,, 722 F.2d 1542, 1548 (Fed. Cir. 1983)jJ]nless a reference discloses within
the four corners of the document not only all of the limitations claimed but also all
of the limitations arranged or combined in the same way as recited in the claim, it
cannot be said to prove prior invention of the thing claimed and, thus, cannot

anticipate under 35 U.S.C.192. Net MoneyIN 545 F.3d at 1371.

2.  Obviousness

8 103 of theLeahySmith America Invents Acforbids issuance of a
patent when ‘the differences between the subject matter soughptidnted and
the prior art are such that the subject matter as a whole would have been obvious at
the time the invention was made to a person having ordinary skill in the art to

which said subject matter pertains.” KSR Int'l Co. v. Teleflex,I660 U.S. 398,
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406 (2007)quoting 35 U.S.C. 803(a)) In other wordsa claim isobvious when
‘the differences between tldaimed inventiorand the prior art are such that the
claimed inventioras a whole would have been obvidigdore the effective filing
date of the claimed invention to a person having ordinary skill in the art to which

the subject matter pertains35 U.S.C. 8103 seeKSR Int'| Co., 550 U.S. at 406.

Courts utilize the following objective framework to apply the “obviousness” test of
§103

First, the Court ‘determines the scope and content of the prior art, and
ascertains the differences between the prior art and the claims at issue,
and resolves the level of ordinary skill in the pertinent art. Against

this background, the [courdletermines whether the subject matter

would have been obvious to a person of ordinary skill in the art at the
time of the asserted invention.’

Abbott Labs, 452 F.3d all336 (quoting In re Kahm41 F.3d 977, 985 (Fed. Cir.

2006));see alsdsraham vJohn Deer Co. of Kansas Ci883 U.S. 1, 1317

(1966)

A “patent for a combination which only unites old elements with no
change in their respective functions . . . obviously withdraws what already is
known into the field of its monopoly and diminishes the resources available to

skillful men.” KSR Int'l Co., 550 U.S. at 41516 (quotingGreat Atlantic &

Pacific Tea Co. v. Supermarket Equip. Corp., 340 U.S. 1475B52950)).

Conversely;when the prior art teaches away from combining certain known

elements, discovery of a successful means of combining them is more likely to be

11



nonobvious.” KSR Int'l Co., 550 U.S. at 416 (citing United States v. Adams, 383

U.S. 39, 5152 (1966)).

Defendant’s Motion to Dissolve the Injunction focuses on three
specific challenges to the validity Glaim 16 ofthe '288 Patent. (Dkt. #13.)
The PTAB'’s consideration of each of these challenges is explained below,
alongside the parties’ arguments @hid Court’s analysis.

3. The Weight thd®TAB Decision Should be Afforded

In 2011, Congress enacted a statute creatinguirentlPR
proceeding, which allows “any third party to ask the [USPTOQO] to initiate inter
partes review of a patent clairtd determine whether a claim is unpatentable in

light of prior art. Cuozzo Speed Tech., LLC v. LeE36 S. Ct. 2131, 2137 (2016).

The current proceedinthangesthe standard that governs the Patent Office’s
institution oftheagency’s process.ld. Thenew standard requires a petition to
show “a reasonable likelihood that the petitioner would prevail with respect to at
least 1 of the claims challenged in the petitibr85 U.S.C. 814(3. The USPTO

previously conducted inter partes reexaminations of patents; the threshold showing

! Importantly, he burdera party must bedo institute|PR is much lower than the
burden a party must bear to prevaib prevail in IPR, the challenger “must
establish unpatentability ‘by preponderance of the evidericeCuozzo Speed
Tech, 136 S. Ct. at 2137. Whilel@ss rigorous standard than the “clear and
convincing evidence” standard used in district court patent litigat@nshowing
necessary to prevail in IPR proceedings is notably higher than the showing
necessary to institute the IPR proceedinds

12




for institution of an inter partes reexamination required the challenging party to
raise a “substantial new question of patentability.” 35 U.SZX12%a) (2006d.)
(repealed).

Once the PTAB has determined that a challenger has made a
sufficient showing to institute IPR review of a claim, as the PTAB did here, the
IPR procedings are subject todifferent standard thahat used bylistrict courts
evaluatingpatents: claims subject to IPR are “given their broadest reasonable
interpretation consistent with the specification, and limitations in the specification

are not to be read into the clainfsIh re Yamamoto, 740 F.2d 1569, 1571 (Fed.

Cir. 1984). “District courts, by contrast, do not assign terms their broadest
reasonable interpretation. Instead, district courts seek out . . . the conrstitoert

most accurately delineates the scope of the claimed invention.” PPC Broadband,

Inc. v. Corning Optical Com., RF, LLC 815 F.3d 734, 740 (Fed. Cir. 2016)heTl
Supreme Court has acknowledged thatuse of different standartiteay produce
inconsistent results and cause addadfcsion’; but finds that “the possibility of

inconsistent results is inherent to Congress’ regulatory design.” Cuozzo Speed

? Nonetheless, the PTAB used this Court’s construction of the “first screen” and
“second screen” of Claim 16. (IPR Dec. at 8.) All other claims considered in the
IPR decision are given their broadestisonable interpretation atice PTAB

explicitly acknowlelges this standard dsfferent from the construction standard
utilized by federal district courts.d()

13



Tech, 136 S. Ct. at 2146 (citing One Lot Emerald Cut Stones v. United States

U.S. 232, 235238 (1972)).

Accordingly, hedecision to institute IPRroceedingss a factor that
should be consideredut is by no means dispositivehen evaluating a Plaintiff's
likelihood of success on the merits at the preliminary injunction stdgeProcter

& Gamble Co. v. Kraft Foods Global, Inc., 549 F.3d 842, 847 (Fed. Cir. 2008)

(statingthis proposition in the conterf a reexamination proceeding)ln fact, tre

® Defendant urges the Court to consifieir opinions where district courts relied
upon the preliminary findings of the PTAB when issuing or disagla

preliminary injunction. At the outset, none of these decisions are binding on the
Court.

The first, DUSA Pharm., Inc. v. River's Edge Pharm., LLC, is a case in
which a Defendant moved to dissolve a preliminary injunction after the USPTO
granted a request for reexamination and issued a preliminary Office Action
rejecting all claims of the challenged patent. Ne:1@233 (SRC), 2007 WL
748448, (D.N.J. March 7, 2007). DUSA, the district court found that the
decision found that the USPTO'’s preliminary Office Action raised a substantial
guestion of invalidity as to the challenged patent, and the Plaintiff did not show
that the validity question raised by the USPTO lacked substantial raerdtt *3.

At the timeDUSA was issued, the USPTO conducheigr partes reexaminations,

rather than inter partes reviews of patents; the threshold showing for institution of

an inter partes reexamination was higher than the current standard, and required the
challenging party to raise a “substantial new question of patentability.” 35 U.S.C.

8 312(a) (2006 ed.) (repealed). Furti2dSA does not stand for the proposition

that the district court must dissolve an injunction following a preliminary finding

by the USPTO, only that such a finding could amount to a validity challenge.

DUSA Pharm., InG.2007 WL 748448, at *3. Accordingly, the reasoning of this

case does not affect the Court’s analysis, below.

In the second case urged by Defendant, Smart Modular Tech., Inc. v. Netlist,
Inc., the district court deniea patentholder’s motion for a preliminary injunction

14




after finding that Defendant had raised a substantial issue of patent validity, in part
based upon the USPTO’s decision to institute reexamination proceddims.
2:12cv—2319-TLN-EFB, 2013 WL 2384342 (E.D. Cal. May 30, 2013).

However, inSmart Modular Tech., as DUSA, the UPSTO also issued an Office
Action formally rejecting certain claims of the patent at issue; the USPTO did not
iIssue such an Office Action in the instant s@tnart Modular Tee., 2013 WL
2384342, at *3. Based upon the Office Action rejecting claims of the patent and
the institution of reexamination, the court concluded that the Plaintiff could not
demonstrate a likelihood of success on the melits However, the court iBmart
Modular Techdid not consider whether Plaintiff could demonstrate that the
invalidity defense “lacks substantial merit,” and does not explain if this is a result
of the Office Action formally rejecting the claims, or the institution of
reexaminatiorproceedings Seeid. Accordingly, this case is not instructive to the
Court.

Thethird case cited by Defendant, TAS Energy, Inc. v. Stellar Energy Am.,
Inc., is instructive to this Court’s analysis. No. 8:44-3145-T-30MAP, 2015
WL 6156149 (M.D. FlaOct. 19, 2016). The court in TAS Energgnied a motion
for a preliminary injunction after considering that the PTAB had issued a decision
to institute IPR of a patent claim nearly identical to the patent claim at the heart of
the proposed injunction, arfichding that the Plaintiff seeking the injunction did not
demonstrate that the invalidity defense lacked substantial nebrét *7—*8. The
court inTAS Energyconsidered the institution of IPR proceedings as a factor in its
validity analysis; this Cart will do the same.

Likewise, the final case cited by Defendant, DNA Genotek Inc. v. Spectrum
Solutions LLC, No. 16cv1544, ECF No. 12 (S.D. Cal. Oct. 6, 2016), is
instructive here.The Plaintiff nDNA Genoteksued the Defendant, alleging
patent infmgement, and seeking a preliminary injunction. A third party had
challenged another of Plaintiff's patents before the PTAB, and the PTAB decided
to institutelPR. The Defendant challenged the validity of Plaintiiédent
because the patent being reviewed by the PTAB was closely related to the patent at
issue in DNA Genotek Defendant claimed that the IPR proceedings raised a
substantial question as to the validity of the patent, and the district court agreed.
DNA Genotek ECF No. 12, at 5. The CountDNA Genotekfound that the
Plaintiff had not rebutted the question of validity raised by the IPR proceedings,
and accordingly had not made a showing of a likelihood of success on the merits,
as was required for the preliminary injunction to issue. ofdiagly, the Court
readsDNA Genotekto standor the proposition that IPR proceedings before the

15




Federal Circuit expressbautions district courtdhat the standard utilized when

determining to instituteeexamination proceedintdiffers from the “substantial
guestion of validity’ standard by which a defendant may prevent a patentee from
demonstrating a likelihood of success on the meriid.’at 848. The Federal

Circuit furtherexplained that the institution of reexamination isaguarantee

that the “the examiner would .reject the claim asither anticipated by, or

obvious in view of, the prior art patents or printed publicationgd (quoting

Manual of Patent Examinatiand Procedurg 2642(8th ed. Rev. 7 2008)

Accordingly, while the institution of IPR is instructite this Court’sevaluation of
the injunction it is not dispositive.

Of course, should the PTAB conclude at the end of the IPR
proceedinghat Claim 16 invalid, he circumstances would change. However, at
this stage, the PTAB’s preliminary decision to institute IPR for the '288 Patent is
based upon an entirely different standard than the standard used in the instant
proceedingsthe current inconsistency between the two proceedings, while

confusing, is “inherent to Congress’ regulatory design.” Cuozzo Speed Tagh.

PTAB may raise a substantial question as to the validity of the patent at issue.
However, DNA Genotekdoes not stand for the proposition that IPR proceading
raise an automatic bar to finding a Plaintiff likely to sucoaethe merits of its
claim.

* This decision was issued before the transition from reexamination to IPR
proceedings.
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S. Ct. at 2146. Accordingly, while the PTAB’s stated reasons for institiRRg
proceedings may informiis Court’s analysis of validity based upon prior art, the
Court need not rely on the PTAB'’s conclusions at this time.

4. Analysis
a. U.S. PatPub. No. 2005/0082236

Defendant argues that U.S. Pat. Pub. No. 2005/0082236 of Derrick, et
al. (“Derrick”) raises a substantial question as to the validity of Claim 16 of the
'288 Patent, because it anticipates claim {Bkt. #113 at 1720; IPR Pet. a24—

26.) The Derrick application was filed on October 29, 2004, almost a year before
the provisional application for the '288 Patent was filed. (“Derrick,” Dkt. # 113,
Ex. D, at 1.)Derrick discloses an “apparatus and method for screening a slurry in
which the slurry is vibrated and conveyed across a screen and suction is applied
from below the screen.”ld. 15.) Defendant argues that Derrick’s fescreen

shaker configuration, coupled with a fluid/gas separation chamber, anticipates
Claim 16, rendeng it invalid under 35 U.S.C. B02. Dkt. #113 at 1819.)

Below isDerrick Figure 23, which depicts “a schematic view of a vibratory
screening machine, a blower used to create suction, and a system for separating
particles and liquid from air before the particles and liquid enter the blower.”

(Derrick 143.)

17
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(Derrick, Fig. 23.)

Specifically, Defendantargues that Derrick anticipates Claim 16,
because(l) it discloses undulating screens for separating drill cuttings and drilling
fluid within a shaker; (2)t discloses a pressure differential generator that pulls air
or vapor through screen 4, bdes not create a pressure differential tweens 1,
2, or 3; (3)it discloses sumps located below screens, which are configured to
collect the air ovapor and the drilling fluid passing through the screens; ant (4)
discloses a cyclone separa@B4, external to the vibratory screening machine,
which functions as the degassing chamber in Claim 16 of the '288 Patent. (IPR
Pet. at 2326.)

After evaluating Claim 16 in light of Derrickhe PTAB decided not

to institute IPR for Claim 16, after findirtbatthe“cyclone separat 234 does not

18



collect all of the fluid m the sump of chambé&5,” and concludingthat Defendant
hadnot demastrated areasonable likelihood that it would preélven showing that
claim 16 is anticipated by Derrick. (IPR Decision at 15.)

Plaintiff argues that cyclone separa@$4 only receives “airborne
liquid and fine particles” during an alternate suction cycle, and does not diaclose
degassing chamber for collectiali of the air or vapor from the drilling fluid, as
Claim 16 of the '288 Patent does. (Dktl121 at 11 (quoting Derrick &2).)
Further, Peter Matthews, who provided an expert declaration on behalf of
Defendant’s IPR Petition, stated the following when Plaintiff deposed houta
cyclone separatd34

Q: But am | taking all of the fluid and putting it througheth
hydrocyclone?
A: No, just a portion of the steam [air or vapor and drilling fluid].
Q: How much, approximately?
A: Could be as much as 250 gallons a minute.
Q: What is that in percentage of how much is geing
A: Maybe a quarter.
Q: At most?
A: Yeah, aveage.
Q: About 75 percent is going through the screen and not going
through the hydrocyclone?
A: Right.
(“Matthews Dep.,” Dkt. # 121, Ex. 6 at 2430.)
This Court agrees with Plaintiff antieé PTAB that the function of

hydrocyclone234 in Derrick andthe degassing chamber disclosed in Claim 16 of

the '288 Patent areifterent, and thaDerrick does not teach the combination of

19



elements in Claim 16 as “arranged or combined in the same way as in the claim.”

Net MoneyIN 545 F.3d at 1369. Accordingliperrick does not anticipate Claim

16, and does not raise a substantial question as to the validity of Claim 16 of the
'288 Patent.

b. U.S. Pat. Pub. N&,929,642, ataught by U.S. Pat. No.
2,462,878

Defendant nexargues that U.S. Pat. Pub. No. 3,929,642 of Eehis,
al. (“Ennis”), as taught by U.S. Pat. No. 2,462,878 of Logue (“Logte¥es a
substantial question as to the validity of Claim 16 of the '288 Patecauie the
combination rendersl@m 16 obvious.(Dkt. #113 at 1416; IPR Pet. at 555.)
Ennis decribes a “dewatering system employing a vibrating screen[thextkis
provided with a vacuum chamber positioned beneath the downstream screen of the
deck” (“Ennis,” Dkt. #113, Ex. F, at 1.) Below is Ennis, Figure 1, which depicts

dewatering Unit 10.

20



(Ennis, Fig 1.)

The dewatering unit “takes the form of a generallghaped spillway
inclined so as to receive the aqueous slurry of a solid granular material at the raised
or elevated end thereof.” (Ennis, 3-48.) The screen ded0is comprised of
“[a] plurality of individual screen panef,” and can be arranged to provide a
smoothtop or cascadingcreening surfaceld at 3:56-62.) A vacuum28is
positioned below the “lower or downstream screen p2@edf the deck?0and is
in communication with the underside of the panel which fully encloses and forms
the top of the vacuum compartmén(ld. at 4:25-29.) One side waBO of
vacuumz28is “provided with a cylindrical outlet pipe or pd@®6 suitably connected
througha flexible conduiB8 with an exhaust fad0 or similar device for drawing
air from the” vacuun28. (Id. at 4:3741.) “The outlet of the fluid discharge pipe

34is sealed by means of a water discharge regui&tso that the air drawn from
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the compartmat by the exhaust faf0 must enter the chamber through the screen
panel26’.” (ld. at 442-45.)

The application for Logue, a “vibrating screen with vacuum control,”
was filed on November 23, 1942. (“Logue,” Dkt1#3, Ex. G.)Logue was
designed togrovide simple, durable and efficient apparatus for conveying a wet
body of finely divided solids and dewatering such solids during the conveying
movement.” [d. at 1:44-48.) Logue explains that “by applying different degrees
of vacuum influences throughout a body of wet solids moving as a unit, an
effective dewatering of the solids may be attained without impeding the impelling
movement.” [d. at 2:3-8.) Logue describes subjecting a wet body of finely
divided solids deposited on a filter to “intermittent vacuum influencds.’af
7:47-56.) Below is Logue, Figures 3 and 6, which depict a side view illustration

of the embodiment of the invention.
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March 1, 1949,

L H. LOGUE 2,462,878
VIESATING ACINEW WITH VACUUM SONTROL THEREFUR
Filed Mov. 23, logs

¥ Ehasip-Ghoet 2

(Logue, Figs. 3, 6.)

In Logue, a discharge openi@g sits at the lower end of compartment
153 thelowest compartment of the shaker, which delivers any liquid collected
from the solids inta@wonduit22a connected with mechanisd?. (Logue 5:5660.)
MechanisnB7 applies intermittent suction to cond@Raby opening and closing
valves38 and39, whichcontrol the opening of suction passddeand low

pressure air openitd. (Id. at 5:6169.) When valve38is open and valv89is

23



seded, the contents of compartmditaare drawn out through suction passédge
until compartmeni5ais empty. [d. at 61-8.) When valve&9is open and valve
38is seakd, low pressure air is supplied into compartmiéat (Id. at 6:8-12.)
Defendant argues that Claim 16 of the '288 Patentilid for
obviousnessbecause Ensiin viewof Loguediscloses each of the limitations in
Claim 16. (Dkt. #113 at 1416; IPR Pet. at 555.) Specifically, Defendant
maintairs that: (1)xhe plurality of screen panet6 disclosed in Ennis teaches the
first screen in Claim 16 of the '288 Patent (IPR Pet. at 53); (2) the exhadsl fan
disclosed in Ennis, which applies a vacuum by way of vacuum ch&@beia
portionof the plurality of screen pane2$§ (specifically26’) teaches the second
limitation of Claim 16, which uses a pressure differential generator to pull air or
vapor through the first screen without creating the same differential above and
below the second scredd.(at 54);(3) the vacuum force applied by exhaust 4&n
In Ennis causes water to be drawn from the material and through the 26raed
collect at the bottom of the vacuum compartment, teaching the third limitation of
Claim 16, which discloses that a sump located below the first screen collects the
air, vapor, and drilling fluid that passes through the first scideat(54);finally,
(4) the external vacuum chamlsisclosedoy Logue teaches the fourth limitation

of Claim 16, which discloses a degassing chamber in fluid communication with the
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pressure differential generator and the suogatied externally to the shaked. @t
54-55.)
Similarly, Mr. Matthews’ expert report to the PTAB argued tbat

Person of Ordinary Skill in the Art (“POSITA”) at the time Ennis was inverited
would be obvious to combine Ennis with wktown degassing devices such as
that in Logué to provide degassing, if necessafyMatthews Decl., Dkt. #13,
Ex. N, 154.) Further, Mathews reported that it would have been obvious to a
POSITA ‘to modify the slurry screening apparatus of Efinisight of Logue]to
include a degassing chamber and to control the pressure differential across the
screens individually for the purpose of treating larger amounts of material,
enhancing control and further drying the discharged material.” 66 (citing
Logue at 1:612.) Accordingly, Matthews argudsat

[b]Jecause both Ennis and Logue involve separating fluid from solids

in a slurry, and both disclose and require the cuttings to travel across

the screens, it would have been obvious to a POSITA at the time of

the invention to combine the device in Enmigh the modification in

Logue of controlling the pressure under one or more screens to

prevent the stalling of solids on the screens.
(Matthews Decl., at §6.)

The PTAB determined that it would institute IPR as to Claim 16 on

this basis, after findinthat “[o]n the current record, [FPUSA] has demonstrated a

reasonable likelihood that it will prevail in showing that claim 16 would have been

obvious over Ennis in view of Logue. (IPR Decision at 28.)
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Plaintiff's Response argues tHatnisin view of Logue does nataise
a substantial question as to the validityCtdim 16 for two reasons: (2he devices
taught in Ennis and Logue are not directed to separating drilling fluid from drill
cuttings (Dkt. #121 at 9-10); and (2neither Ennis nor Logue disdes the
degassing chamber for the purpose of separating drilling fluid and air or W@&por (
at11).

Based upon the materials before the Court, the Court tiiradseither
Ennis nor Logués designed to separate drilling fluid from drill cuttings and other
solids for the purpose of preserving tladuedfluid; rather, Ennis and Logue teach
a method for separating water from a valgetid. For example, Ens states that
it is designed fofprocessing and handling of aggregate materials such as sand,
gravel, or crushed stone, as well as in related industries such as the coal, slag, iron
ore, phosphate, potash, primary metal and related chemical industries,” which are
extracted using watelput later require “a separation or dewatering” to separate the
desiredsolids from the water or other liquised to extract it. (Ennis at 1:122.)
Ennis emphasizes that it teaches a process which “significantly reduces the free

moisture content of the solid particulate matetiatharged therefrom.”ld. at

2:18-20 (emphasis added)likewise,Logue “relates to the art of filtering liquids
from finely divided solids and more particularly relates to methods and means for

dewatering bodies of finely vided solids.” (Louge at 1:8.) Mr. Matthews
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acknowledged in his deposition that Logue is a dewatering device designed to
separate water from solids. (Matthews Dep. at-823t3.3.) Conversely, the
'288 Patent presents a method for “the separatiahmilihg fluid from drill
cuttings and further maintain an effective flow of drill cuttings off the shaker.”
('288 Patent, Abstract.)

Additionally, it does not appear obvious this externalvacuum
chamber disclosed by Logue, which drains the water from shaker compattaent
and draws air into the shaker system, teaches the fourth limitation of Claim 16
Rather, the degassing chamber in Claim 16 provides a system for separating the
vapors from the drilling fluids collecting in the degassing cham288 Patent at
9:23-24.) The degassing chamber disclosed in the '288 Patent permits the vapors
collected from the drilling fluid to be released or further processed, and permits the
fluid collecting in the chamber to be degassed partially or fully eghér
recovered or directed to a mud tank for further processidgat(9:2527, 33-36.)
This function, collecting and removing vapors from drilling fluid, appears entirely
different tharthe function taught by Logue, described above.

At this stageit does not appear that the scope and content of Ennis in
view of Logue would have been obvious to a person of ordinary skill in the art at

the time Claim 16 of the '288 Patent was issugdeAbbott Labs, 452 F.3d at

1336. Accordingly,Plaintiff has meits burden to demonstrate that the invalidity
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defense “lacks substantial metrignd the preliminary injunction should not be
dissolved on this basi€nteqgris 490 F.3d at 1352.

c. U.S. Pat. Pub. N@&,746,460

Defendant argues that U.S. Pat. Pub. No. 8,746,460 of Vasshus, et al.
(“Vasshus$) raises a substantial question as to the validity of Claim 16 of the '288
Patent, because it anticipates claim 16. (DRil1# at13-14; IPR Pet. aB6-38.)
Theprovisional Vasshuapplication was filed odune 262006 approximately
three months before the provisional application for the '288 Patent was filed.
(“Vasshug' Dkt. # 113, ExE, at 1.) Vasshudliscloses andpparatus and a
method for sieving a material such as, but not limited to, a drilling fluathating
drilling mud and drilled particles or cuttings, and separating liquid and gas which
are liberated from the material(ld. §1:16-18.) Vasshus explains that “[d]rilling
mud is typically cleaned by means of several types of separate equipment
incorporated in a process chain, including vibrating sieving devices, normally
called ‘shale shakers’ or ‘shakers’ and degassing units-calkml ‘degassers
(Id. at 1:3842) Vasshus distinguishes itself from “[clonventional shale shakers,
in which thematerial which is to be sieved, is passed across a sieving cloth fixedly
clamped in a frame which is subjected to shaking motion, for example by means of

an offset clump weight,” and criticizes that such traditional ded@oessoisy and
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“transmit substantial vibrations to the base of the devidel."af 1:54-59.) Below
Is Figure 1 of Vasshus, which shows a “partially cut away view . . . of a sieving

and fluid separation apparatus.” (Vasshus at-4:2§

(Vasshus, Fig. 1.)

In Figure 1, the sieving ungtand fluid separation untare
connectegeach igntended to be a fluitight vessel.(ld. at 4:36-39; 2:55-56.)
Sieving unit3 contains a first stationary sieving devigeand a sieving elemef8,
which “is formed by an endless sieving cloth which is arranged to be rotated
around a pair of upper turning rolletS and a pair of lower turning rollefs’.”
(Id. at 4:454:51.) The drilled material conveyed across sieving @8italls off

and is conveyed via a drain tray sbown here (Id. at 6:49-53.)
29



Below sieving elemerit3 are two identical suction nozzI2§, each
of which is connected to pimgrangemen?24 capable of creating fluid
communication between sieving uBiand fluid separation un (Vasshus at
4:63-67; 5:25-30.) Fluid, comprised ofirilling fluid, gasses, and air, is drawn
through sieving elemeni3 by suction nozzI20, through pipe arrangeme24 and
into separator platg4 of fluid separation unib, where the liquid and gasses|
be separated.ld. at 6:9-12.) Fluid that is not captured by suction noz2zand
falls into the bottom of sieving uritis transported into separator pl&tvia pipe
arrangemen8§; this is powered by a separate pumial. &t 6:17420.) Once fuid
Is contained in separator plé&4é, suction pump<6 pull fluid in the gas or vapor
phase into the ventilation syst&®, while pump41 pulls the liquid into the
drainpipe arrangemef6. (Id. at 6:16-27.)

Defendant argues that Vasshus anticipates each of the limitations of
Claim 16, rendering it invalid under 35 U.S.C1@. (Dkt. #113 at 1314.)
Specifically,Defendant argues that Vasshus disclosesa €1¢ving element with
an upper and lower side designed to screen out slurry (DEB &t 1314; IPR
Pet. at 37)(2) a vacuunctreatinga pressure differential across sieving eleniént
which is not created across sieving de@cand whichassissin fluid recovery
(Dkt. #113at14; IPR Pet. at 37 (3) pipe arrangemerit8, which conveys the

fluid into fluid separation uné using a pumpand trougHike element2, which
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convey the vapor or drilling fluid to fluid separation usiPR Pet. at 3/38); and

(4) a tuid/gas separation urgixternalto the “shakerivhich meets this Court’s
preliminary construction of the degassing chamber limitation, which requires only
that “drilling fluid is separated from residual air or gaSk{. #113at 14 (quoting

Dkt. #47 at 1#19); IPR Pet. at 38.

The PTABdetermined that it would institute IPR as to Claim 16 after
noting that Defendant asserted: YBsshus’ sieving eleme corresponds to the
“first screen” in Claim 16, and sieving devi@eorresponds to the “second screen”
limitation in Claim 16 (IPR Dec. at 20); (2yasshus’ pump26 correspond to the
“pressure differential generator” in Claim 18.); (3) troughlike element2
convey the air, vapor, and drilling fluid to fluid separation Gratfficient to
disclose the “sump” in Claim 1@d. at 26-21); and (4Vasshus’ fluid separation
unit 5 satisfies the claimed “degassing chamber” in Claimid.Gaf 21).

Plaintiff argues that Defendant’s claim must fail, because Vasshus
does not teach the elements as arranged in Claim 16. As exahove
“[b] ecause the hallmark of anticipation is prior invention, the prior art reference
in order to anticipate under 35 U.S.C1@&—must not only disclose all elements
of the claim within the four corners of the document, but must also discloge thos

elements ‘arranged as in the claimNet MoneyIN 545 F.3d at 1369

31



Plaintiff argues that Vasshus does not disclose the first element of
Claim 16. (Dkt. #121 at 1213.) Vasshus teaches a rotathmgt system, or
endless sieving element, combined with a stationary sieving element, that may be
subject to high frequency oscillations produced by acoustic oscillati(viasshus
at 3:55-58.) The acoustic oscillations are not necessary to the operation of
Vasshus. Ifl. at 3:5354.) Conversely, the '288 Patent teachegilarating sieve
like table upon which returning used drilling mud is deposited and through which
substantially cleaner drilling mud emerges.” (DkiL24 at 1213 (quoting '288
Patent at 1:6457).) The vibration of the sieve isecessaryo the operation of the
'288 Patent.Accordingly,while the sieving elements disclosed in Vasshus and the
first and second screens disclosed in Claim 16 both separate drill cuttings and fluid
from drilling mud, they d so by different meansjeving elemeni3 functions
does not disclose the first and second scree@aim 16.

At the hearing, Plaintiff's counsel also distinguished the nature of the
fluid-tight vessel in Vasshus, which allows for application of alsipgessure
differential, from the sump and pressure differential device in Claim 16 of the '288
Patent. Further the manner in which fluid is drawn from the sieving devices in
Vasshudiffers from the manner in which fluid is drawn from the shaker screens in

Claim 16. The pump26in Vasshus draw at least a portion of the fluid from the

> Mr. Matthews also testified in his deposition that Vassbashes a belt system.
(Matthews Dep. at 41:125.)
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slurry into fluid separation unfi by means osuction nozzl€0through pipe
arrangemen24. Vasshus discloses that the remairdnting fluid is not drawn
away fromthe wet drill cuttingdy a pressure differential, but is filterbg the
rotation of the sieving cloth, collected in the bottom of sieving 3jrand
transported into separator pl&#via pipe arrangemer8, which is powered by a
separate pump. This unlike the pressure differential generator in Claim 16,
which does not collect fluid from the wet drill cuttings using suction nozzles, but
rather creates a pressure differential on an entire screen installed on topnpf a s
which is then connected to the degassing chamileg.shale shaker taught by the
'288 patent is not fully enclosed and could potentially accommodate multiple
sumps generating various pressure differentratgreas/asshus teaches a fluid
tight vessel, minimizing the possibilitiiat multiple pressure differentials would
be utilized.

Accordingly, the Court finds at this stage that the function of the
stationary sieving elemert3 in Vasshus is different from the “first” screen
disclosed in Claim 16 of the '288 Patent. Further, the Gouf$ that the function
of suction nozzle20 and the two methods by which fluids are collected to be
transported into the degassing chamhevasshusare different from combination
of the sump and pressure differential generator usedrdaw fluids into the

degassing chamber as disclosed in Claim 16 of the '288 Patent. Accordingly,
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Vasshusdoes not teach the combination of elements in Claim farasnged or

combined in the same way as in the clainNet MoneyIN 545 F.3d at 1369.

Therefore,Vasshusdoes not anticipate Claim 16, and does not raise a substantial
guestion as to the validity of Claim 16 of the '288 Patent.

5. Conclusion

Defendant has asserted three invalidity defenses iAtahtiff has
demonstrated “lack[$ubstantial merit,and Defendant hasccordinglynot cast
sufficient doubt on the validity of Claim 16 of the '288 Pategdenetech108 F.3d
at 1364. The Court'previous determination regarding direct infringement with
respect to Claim 16 of the '288 Pateamains unchanged. Accordingly, Plaintiff
continues to make a sufficient showing of a likelihood of success on the merits,
and this factor continues to weighfavor of the issuance of a preliminary
injunction.

. Irreparable Harm

The Court previously found that Plaintiff would be irreparably harmed
in the absence of an injunction. (Dki8€ at 30.) Defendant’'s Motion to Dissolve
the Injunction does not further discuss this fac{@eeDkt. #113.) The Court

notes, however, that FPM has entered bankruptcy proceedings since the Court last
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consideredhese factor§. (Dkt. #109.) This impactsthe likelihood that
Defendant would not be able to satisfyydgment, increasing the weight of

possible irreparable harm to the Plaintiff. Celsis In Vitro, Inc. v. CellzDihect,

664 F.3d 922, 930 (Fed. Cir. 2012).

[1l. Balance of Equities

The Court previously found that the balance of equities factor favors
neither Plaintiff nor Defendant, and that neither party had a clear advantage with
respect to this factor. (Dkt.89 at 34.) Defendant’s Motion to Dissolve the
Injunction does not further discuss this fact(@eeDkt. #113.) Notably,

V. Public Inerest

In the absence of other relevant concerns, “the public interest is best

served by enforcing patents that are likely valid and infringédhbott Labs. v.

Andrx Pharm., Inc., 452 F.3d 1331, 1348 (Fed. Cir. 2006 Court previously

found that Déendant did not demonstrate the existence of any relevant concerns
regarding the public interest, and that the public interest weighed in favor of
granting an injunction. (Dkt. 89 at 35.) Defendant’s Motion to Dissolve the
Injunction does not furthengtuss this factor, and the Court’s prior analysis

remains unchangedS¢eDkt. #113.)

® The Court instituted a stay pursuant to section 362(a)(6) dftfieed States
Bankruptcy Code. (Dkt. #10.) United States Bankruptcy Judge Brenda T.
Rhodes issued an order modifying the automatic stay to permit Defendant to file
the instant motioonly. (Dkt. #113, Ex. 1.)
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VI. Conclusion

For the reasons stated above, Defendant’s Motion to Dissolve the
Preliminary Injunction (Dkt. £13) isDENIED. This Court’s preliminary
injunction of November 4, 2015, remains in effect.

IT IS SO ORDERED.

DATED: San Antonio TexasOctober ¥, 2016

David AWh Ezra
Senior United States Distict Judge
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