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DIPPIN’ DOTS, INC., et al

Plaintiffs,

V. CIVIL ACTION FILE
NO. 3:96-CV-1959-L

THOMAS R. MOSEY, et al.,

Defendants.

ORDER
This is an action for patent infringement. Following a jury trial on the issue of
invalidity, it is before the Court for a determination of whether the Plaintiffs
committed inequitable conduct in obtaining United States Patent No. 5,126,156 (“the
‘156 patent”). For the reasons set forth below, this Court finds that the Plaintiffs did
commit inequitable conduct in obtaining the ‘156 patent, making their rights in the

patent unenforceable.

I. BACKGROUND

This action was filed by Plaintiffs Dippin’ Dots, Inc. (“Dippin’ Dots”), and its
founder, Curt Jones. Dippin’ Dots is an Illinois corporation with its principal place

of business in Paducah, Kentucky. Dippin’ Dots is engaged in the business of



manufacturing and distributing flash frozen novelty ice cream. The Defendants in
this action are engaged in either the manufacture or distribution of a competing flash
frozen novelty ice cream product known as Frosty Bites.

Jones filed his patent application in 1989. In 1987, Jones sold a free flowing,
flash frozen ice cream product to consumers at the Festival Market Mall in Paducah,
Kentucky. Jones did not disclose those sales to the Patent Office while prosecuting
his patent. Evidence produced at trial showed that Jones and his attorney, Warren
Schickli, argued to the Patent Office that Jones’ method as described in the ‘156
patent application was the first to teach service of a flash frozen ice cream product
while maintaining its free flowing quality. (Def.’s Trial Ex. 3, p. PO131-2.) The
patent examiner agreed that no references in the disclosed prior art taught service of
a free flowing, flash frozen product. Nevertheless, the examiner rejected Jones’
application, on the grounds that serving the product in a free flowing state was
obvious based on the prior art and the nature of the product being served. (Def.’s
Trial Ex. 3, p. P0137-8.) In the end, however, based on objective evidence of
commercial success, the Plaintiffs overcame the examiner’s obviousness objection,
and the ‘156 patent was issued. In getting the patent issued, Jones and Schickli made
statements that were false in light of the evidence presented at trial about the Festival

Market sales.



Based on the evidence presented, the jury made several factual determinations
which guide this Court’s resolution of the inequitable conduct issue. The jury
determined that both Jones and Schickli made misrepresentations or omissions that
violated the duty of candor they owed to the Patent Office. (Jury Verdict, p. 2.) The
jury also concluded that the misrepresentations or omissions by Jones and Schickli
were material to the issuance of the patent, and that they were made with the intent
to deceive the Patent Office. Id. Based on those jury findings and the evidence
presented at trial, the Defendants seek a determination that the Plaintiffs committed
inequitable conduct in obtaining the ‘156 patent, rendering it unenforceable.

II. INEQUITABLE CONDUCT STANDARD

A patent applicant is under a duty to prosecute a patent application with
candor, good faith and honesty. A breach ofthis duty constitutes inequitable conduct.

Molins PLC v. Textron, Inc., 48 F.3d 1172, 1178 (Fed. Cir. 1995). Inequitable

conduct may take the form of an affirmative misrepresentation of a material fact, the
failure to disclose material information, or the submission of false material
information. Id. The party alleging inequitable conduct must put forth clear and
convincing evidence as to the materiality of the misrepresentation or omission, as
well as an intent to mislead the Patent Office. Id. Once both materiality and intent

are shown, the “court must weigh them to determine whether the equities warrant a



conclusion that inequitable conduct occurred.” Id. Ultimately, the issue is whether
considering all the circumstances, the applicant’s conduct was so culpable that the
patent should not be enforced. Id.

ITI. DISCUSSION

The issue of inequitable conduct involves a three step analysis, the first two
being factual in nature and the third a matter of law for the Court. The factual issues
are: (1) whether there was a material misrepresentation or omission to the Patent
Office; and (2) whether the misrepresentation or omission was made with the intent
to deceive. If the factual issues are resolved in the affirmative, the legal issue for the
Court is whether, balancing the materiality of the misrepresentation or omission with
the intent to deceive, the patent should be unenforceable because of the applicant’s
conduct.

A. Material Misrepresentation

There is no dispute in this case that Jones’ pre-critical date Festival Market
sales were not disclosed to the Patent Office during the prosecution of the ‘156
patent. Also, there is no dispute that Jones and Schickli made arguments for
patentability which could not have been made if the Festival Market sales had been
disclosed as prior art. The jury determined that the Defendants proved by clear and

convincing evidence that the failure to disclose those sales, and the subsequent



representations and arguments to the Patent Office, amounted to material
misrepresentations or omissions made with the intent to deceive. The Court accepts
and adopts the jury’s findings of fact as the Court’s independent findings of fact for
the inequitable conduct determination.

A prior art reference is material if there is substantial likelihood that a
reasonable patent examiner would consider the reference important to the decision

of whether to issue a patent. Molins PLC v. Textron, Inc.,48 F.3d 1172, 1180 (Fed.

Cir. 1995). When an omitted prior art reference teaches features claimed in the
application which are not otherwise taught by the prior art, there is a substantial
likelihood that a reasonable patent examiner would consider the omitted reference to
be important. Id. In this case, the evidence produced at trial showed that the service
of a free flowing product to consumers for direct consumption, as claimed in the
patent and taught by the Festival Market sales, was not present in the prior art
considered by the patent examiner. (Def.’s Trial Ex. 3, p. P0131-2; P0137-8.)
Neither Jones nor Schickli disclosed the Festival Market sales to the patent examiner.
The jury was justified in concluding that withholding these pre-critical date activities
was a material omission.

There was more here, however, than just a failure to disclose. In an amendment

sent to the Patent Office on September 18, 1991, Schickli stated that “none of the



cited references teach or suggest the concept of serving a product while maintaining
the product free following [sic, “free flowing”].” The cited references included the
Vitkovsky reference. Although this statement may be literally true, it is misleading
in failing to disclose the Festival Market sales of a product free flowing and served
directly for consumption. Jones went further in his November 25, 1991, declaration.
He stated that the method he employed in March 1988 “is the first method to allow
serving of a completely free flowing frozen alimentary dairy product for direct
consumption by consumers.” In light of the evidence of the 1987 Festival Market
sales, that statement is absolutely, unequivocally and unquestionably false.

Dippin’ Dots now argues that these false and misleading statements were not
material because the 1987 Festival Market sales were merely cumulative to the
Vitkovsky reference which was before the examiner. The Court rejects this argument
for a couple of reasons. First, it is the exact opposite of the position taken by Schickli

and Jones when arguing for patentability. See North American Vaccine, Inc. v.

American Cyanamid Co., 7 F.3d 1571, 1577 (Fed. Cir. 1993) (patentee cannot take
one position before the Patent Office and a different position before the court);

Jonsson v. Stanley Works, 903 F.2d 812, 820-21(Fed. Cir. 1990) (same). Second, the

Vitkovsky reference teaches adding frozen free flowing particles to other food items,

such as pastries, before the food item is then served for consumption. This was the



analysis of Vitkovsky by Dippin’ Dots’ expert, Dr. L. Steven Young. When the
frozen particles are added to other food items they are no longer free flowing when
served.

It is highly probable that the ‘156 patent would not have been issued if the
Plaintiffs had disclosed the 1987 Festival Market sales. ﬁnquestionably, areasonable
patent examiner would consider those sales of a free flowing product direct for
consumption to be important to the decision of whether to issue a patent.
Additionally, the jury’s finding of materiality was justified because if the Festival
Market sales had been disclosed, Jones’ commercial success declaration could not
have been used to overcome the patent examiner’s obviousness objection. In order
to overcome an obviousness objection, a patent applicant may present objective
evidence of nonobviousness such as, in this case, a commercial success declaration.
There must be a link, however, between the features of the claimed invention creating
the commercial success, and the alleged nonobviousness of the invention. If the
putative link is readily available in the prior art, then the nexus fails and there is no

secondary evidence of nonobviousness. J.T. Eaton & Co., Inc. v. Atlantic Paste &

Glue Co., 106 F.3d 1563, 1571 (Fed. Cir. 1997).
In this case, Jones’ secondary evidence of commercial success was based on

his service of free flowing ice cream. Service of his free flowing ice cream was not



specifically taught by the cited prior art, but it was a feature readily available in the
prior art of the Festival Market sales. Ifthe Festival Market sales had been disclosed,
the link between the commercial success and the nonobviousness features would have
failed, thus eliminating the relevance of the commercial success declaration with
respect to the patent examiner’s objection. Based on that evidence, the jury was
justified in concluding that a reasonable patent examiner would consider such prior
art important, making the omission of the Festival Market sales material.

B. Intent to Mislead

It is not necessary for the Defendants to produce direct evidence that the
Plaintiffs intended to mislead the Patent Office by not disclosing Jones’ Festival

Market sales. Rather, this element may be “inferred from the facts and circumstances

surrounding the applicant’s overall conduct.” Paragon Podiatry Laboratory, Inc. v.

KIL.M Laboratories, Inc., 984 F.2d 1182, 1189-90 (Fed. Cir. 1993). Althoughasimple

omission is not sufficient to find an intent to mislead, such intent may be inferred
when there is a failure to disclose material information, coupled with the submission
of false or misleading information or an argument to the Patent Office which could
not have been made had the material reference been disclosed. Id. at 1191 (omission
coupled with submission of false material); GFI, Inc. v. Franklin Corp., 265 F.3d

1268, 1275 (Fed. Cir. 2001) (argument that could not have been made had disclosure



of prior art been proper). Both failure to disclose and submission of false or
misleading statements are present in this case, and support the jury’s finding that
Jones and Schickli intended to mislead the Patent Office.

Evidence produced at trial showed that Jones and Schickli submitted a
declaration and argued to the Patent Office that Jones’ method was the first to serve
a completely free flowing ice cream product for direct consumption by consumers.
(Def.’s Trial Ex. 3, p. P0147.) These representations were false, because Jones served
a free flowing ice cream product for direct consumption at the Festival Market prior
to the critical date for his patent application. Because the Festival Market activities
were not disclosed, the patent examiner could not fully evaluate the truthfulness of
Jones’ and Schickli’s assertions against the prior art.

In a similar situation, the Federal Circuit found that making false
representations, while withholding material facts from the patent examiner, showed

an intent to mislead by a patent applicant. In Paragon Podiatry Laboratory, Inc. v.

KIM Laboratories, Inc., 984 F.2d 1182 (Fed. Cir. 1993), the patent applicant and his
attorney submitted affidavits concerning the benefits of the patent application over
the prior art. What was not disclosed, however, was that the affiants each held a
financial interest in the patent applicant company. The Federal Circuit acknowledged

that an intent to mislead cannot be presumed from mere nondisclosure of information.



Nevertheless, the court indicated that the act of submitting false material information
while not providing the patent examiner with the tools needed to fully investigate the

facts showed an intent to mislead the Patent Office. The Paragon Podiatry court then

went on to discuss the particularly troublesome nature of withholding prior sales
information. The court noted that concealment of prior sales denies the patent
examiner a chance to properly evaluate the application, because that type of
information cannot be obtained independently. Id. at 1192-93. The Federal Circuit
affirmed the district court’s summary judgment finding that the patent applicant
engaged in inequitable conduct while prosecuting its patent application. A similar
result is warranted in this case. Jones and Schickli told the Patent Office that Jones’
method was the first to teach service of a free flowing ice cream product for direct
consumption, while at the same time they withheld the highly relevant Festival
Market sales from the patent examiner. That combination of elements supports the
jury’s findings that Jones and Schickli intended to mislead the patent examiner, and
the Court adopts those findings as its own. In doing so, the Court relies in part upon
its observations of Jones and Schickli as they testified at trial. In particular, the Court
notes that Jones’ trial testimony regarding damaging entries in his notebooks was

evasive and displayed a lack of candor.
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In addition to the false declaration and false representations, Jones and Schickli
also made an argument for patentability that could not have been made if the Festival
Market sales had been disclosed. The patent examiner found that the prior art did not
teach service of a free flowing ice cream product, but said that such service was
obvious based on prior art references which were disclosed and the nature of the
product at issue. To overcome this obviousness objection, Jones and Schickli
submitted objective evidence of nonobviousness in the form of a commercial success
declaration. The commercial success of Jones’ product was linked to his service of
ice cream in a free flowing form to consumers for direct consumption. As discussed
above, if the service of a free flowing ice cream product for direct consumption was
readily available in the prior art, then the commercial success declaration could not
have been used to overcome the patent examiner’s obviousness objection. Jones’ pre-
critical date Festival Market sales put service of a free flowing product in the prior
art, and proper disclosure would have prevented him from making his commercial
success argument to the patent examiner.

A material omission coupled with an argument for patentability that could not
have otherwise been made will support a finding of intent to mislead. LaBounty
Mfg.. Inc. v. United States Intern. Trade Comm’n, 958 F.2d 1066, 1076 (Fed. Cir.

1992) In LaBounty, a case dealing with a patent application for heavy duty scrap
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shears, the patent applicant sought to overcome a prior art objection to its patent by
focusing on a feature it claimed distinguished its application from the prior art. The
patent applicant failed to inform the Patent Office, however, that it had sold shears
containing the distinguishing feature before the critical date for the patent application.
Id. The court held that making such an argument, while withholding the information
regarding pre-critical date sales, supported a finding of intent to mislead. Id. If Jones
and Schickli had disclosed the Festival Market sales, the commercial success
argument for nonobviousness could not have been made because the required nexus
for the declaration would have been present in the prior art. The jury’s finding of
intent to deceive was supported by this evidence.

The Plaintiffs contend that Jones’ and Schickli’s beliefthat the Festival Market
activities were experimental shows that there was no intent to mislead the Patent
Office. The jury, however, rejected the Plaintiffs’ contentions that the pre-critical
date Festival Market sales were experimental. The expression by an inventor of his

subjective intent to experiment, particularly after institution of litigation, is generally

of minimal value. Paragon Podiatry, 984 F.2d at 1186. When sales are made in an
ordinary commercial environment and the goods are placed outside the inventor’s
control, an inventor’s secretly held subjective intent to “experiment,” is unavailing

without objective evidence to support the contention. LaBounty, 958 F.2d at 1072.
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