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This Chapter deals with the duties owed toward
the Patent and Trademark Office by the inventor and
every other individual who is substaatively involved
in the preparation or prosecution of the application
and who is associated with the inventor or the inven-
tor's assignee. These duties, of candor and good faith
and disclosure have been codified in 37 CFR 1.36, as
promulgated pursuant to carrying out the duties of
the Commissioner under Sections 6, 131 and 132 of
Title 35 of the United States Code.

Also covered is subsection (c) of § 1.56 involving
possible striking of an application where signed or
sworn to in blank, or without actual review by the
applicant, or where altered or partly filled in after
being signed or sworn to.

This Chapter treats rejecting by the Office under
§ 1.56(d) of an application where it is established that
a “fraud” hes been practiced or attempted to be prac-
ticed on the Office or where there has been any *“vio-
lation of the duty of disclosure™ through bad faith or
gross negligence. The standard of proof required to
establish “fraud” ¢, “inequitable conduct™§ or “viola-
tion of duty of disclosure” is treated in this chapter.
In addition, some aids to attorneys and agents for
helping ensure compliance with the duty of disclosure
are presented herein.
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This Chapter covers examiner handling, including
referral to the Office of the Assistant Commissioner
for Patents, of applications containing information or
allegations raising possible questions of “fraud”, “in-
equitable conduct”, or “violation of duty of disclo-
sure.” Sections are provided setting forth the handling
of applications containing such questions by the
Office of the Assistant Cominissioner for Patents.

The application of §1.56 by the Office must be
done on a case by case basis. It is not possible to set
hard and fast policies which cover every situation. It
is the intent of the Office to apply § 1.56 in a reasona-
ble and fair manner carefully weighing the facts and,
as much as possible, the intents and judgments of
those bound by the duty of disclosure. Note In re
Stockebrand 197 USPQ 857 (Comr. Pats. 1978);
upheld in District Court for Mass; Digital Equipment
Corp. v. Parker, 206 USPQ 428 (1980); and later re-
versed by Court of Appeals for First Circuit, Digital
Equipment Corp. v. Diamond, 210 USPQ 521 (1981).
Also see Kansas Jack, Inc. v. Kuhn, 219 USPQ 857,
861 (Fed. Cir. 1983):

“The fact finder must evaluate all of the fucts and circumstances in
euch case.”

And, Orthopedic Fguipment Co. v. All Orthopedic
Appliances, 217 USPQ 1281, 1287 (Fed. Cir. 1983):

“A holding of fisud or inequitable conduct requires support in the
underlying fucts.”

$The Court stated in JLP. Stevens & Co. v. Lex
Tex, Ltd., 223 USPQ 1089, 1094 (Fed. Cir. 1984),

“Materiniity and iatent are factual issues subject to
the clearly erroneous standard of review."§

2008 Duty of Disclosure, Candor, and Good
Faith [R-3]

37 CER 8 1.56. Duty of disclosure; fraud; steiking or rejection of ap-
plications.

() A duty of cendor and good feith toward the Patent and
Trademark Office rests on the inventor, on each attorney or agent
who prepares or prosecutes the application and on every other indi-
vidual who is substantively involved in the preparation or prosecu-
tion of the gpplication and who is sssociated with the inventor,
with the asgignee or with anyone to whom there is an obligation to
assign the epplication. Al such individuals have a duty to disclose
to the Office information they sre aware of which is material to the
examinstion of the application. Such information is material where
there is @ substantial likelihood that a ressonable cxaminer would
congider it important in deciding whether to sllow the application
to issue as 4 patent. The duty is commensurate with the degree of
involveme: : ‘nn the preparation or prosecution of the application,

(b) Drsclosures pursuant to this section may be made to the
Office through an attorney or agent having responsibility for the
preparation or prosecution of the application or through an inven-
tor wha is acting in his own behatf, Drisclosure to such an attorney,
agent, or inventor shall satisfy the duty, with respect 1o the infor-
mation disclosed, of any other individual. Such #n atiorney, agent,
or inventor has no duty 1o transmit informstion which is not mate-
rin) to the examination of the application,

(¢) Any application may be stricken from the files if:

(1y An oath or declaration pursuant to § 1.63 is signed in hlank;

(2) An oath or declarsticn pursusnt to § 1.6 is sighed without
review thereof by the person msking the oath or declaration;

(3) An oath or declaration pursuant o § 1.63 is signed without
review of the specification, including the claims, a8 required by
8 1.63(b);

or
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(4) The spplication papers filed in the Office sre altered after the
signing of en outh or declaration pursuant to § 1.6) referring to
those application papers.

(d) No patent will be granted on an application in connection
with which fraud on the Office was practiced or attempted or the
duty of disclosure was violated through bad feith or gross negli-
gence. The claims in an application shall be rejected if upon exami-
nation pursuant to 35 U.S.C. 131 and 132, it is esteblished by clear
and convincing evidence (1) that any fraud was practiced or at-
tempted on the Office in connection with the application, or in con-
nection with any previous soplication upon which the application
relies, or (2) that there was any violation of the duty of disclosure
through bad faith or gross negligence in connection with the appli-
cation, or in connection with any previous application upon which
the application relies.

(e} The examination of an application for compliance with para-
graph (d) of this section will normally be delayed until such time as
(1) all other matters gre resolved, or (2) appellant's reply brief pur-
suant to § 1.193(b) has been received and the application is other-
wige prepared for congideration by the Bosrd of Appeals, at which
time the appes! will be suspended for examination pursuant to pera-
graph (d) of this section. The prosecution of the spplication will be
reopened to the extent necessary to conduct the examination pursu-
ant 10 paragraph (d) of this section including any appeel pursuant
to § 1.191. If an appeal has slready been filed based on & rejection
on other grounds, any further rejection under this section shall be
trested in accordance with § 1.193(c).

() Any member of the public may seek to have an applicetion
stricken from the files pursuant to paragraph (c) of this section by
filing a timely petition to strike the application from the files. Any
such timely petition end any accompanying papers will be entered
in the applicetion file if the petition and eccompanying papers (1)
gpecifically identify the application to which the petition is direct-
ed, and {2} are cither served upon the applicant in sccordance with
§ 1.248, or filed with the Office in duplicate in the event service is
not possible. Any such petition filed by an attorney or sgent muat
16k in compliance with § 1.346.

(g) A petition to strike an application from the files submitted in
accordance with the gecond sentence of puragraph (f) of this sec-
tion will be considered by the Office. An acknowledgment of the
entry of such a petition in & reissue application file will be gent to
the member of the public filing the petition. A member of the
public filing such a petition in an application for en originel patent
will not receive any communications from the Office relating to the
petition, other then the return of & self-addressed postcard which
the member of the public may include with the petition in order to
receive an acknowledgement by the Office that the petition has
been reccived. The Office will communicate with the applicant re-
gerding any such petition entered in the application file and may
require the applicant to respond to the Office on matters raised by
the petition. The active participation of the member of the public
filing a petition pursuant to paragraph (f) of this section ends with
the filing of the petition and no further submission on behalf of the
petitioner will be acknowledged or considered unless such submis-
sion reives new issues which could not have been earlier presented,
and thereby constitutes & new petition.

(h) Any member of the public may seek to have the claims in an
application rejected pursuant to paragraph (d) of this section by
filing a timely protest in accordance with § 1.291. Any such protest
filed by an attorney or agent must be in compliance with § 1.346.

(i) The Office may require applicant to supply information pursu-
ant (o paragraph (&) of this section in order for the Office to decide
any issucs relating to paragrephs (c) and (d) of this section which
are rajsed by a petition or & protest, or are otherwise discovered by
the Office.

37 CFR 1.56 defines the duty to disclose informa-
tion to the Office and the criteria for rejecting an ap-
plication when that duty is violated.

Subsection 1.56(a) provides that a duty of candor
and good faith toward the Office rests on the inven-
tor, on each attorney and agent who prepares or pros-
ecutes the application and on every other individual
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who is substantively involved in the application and is
associated with the inventor or the inventor's assign-
ee. Section 1.56 also provides that each such inventor,
attorney, agent, and individual has a duty to disclose
to the Office information they are aware of which is
material to the examination of the application.

Section 1.56(b) describes how disclosures pursuant
to §1.56(a) may be made to the Office. Section
1.56(b) also points out that there is no need for disclo-
sures of non-material information.

Section 1.56, as amended in 1977, represents a mere
codification of the existing Office policy and is con-
sistent with the prevailing case law in the federal
courts.

The Court of Appeals in True Temper Corp. v.
CF&lI Steel Corp., 202 USPQ 412, 419 (10th Cir.
1979) noted
“that the fact that §#t was only on March 1, 1977 with the amend-
ment of Patent Office Rule 56, that patemt applicants were put
under an express obligation by rule to disclose material information,
is not dispositive as to plaintiffs duties as an applicant before that
dute. The amended rule merely represented a codification of exist-
ing case law on the obligation of applicants to disclose pertinent in-
formation or prior art, or fuce possible invalidation of the patent
once issucd. Sce Hazel-Atlas Glass Co v. Hastford-Empire Co., 322

U.S. 238, 6] USPQ 241 (Sup. Ct. 1944); Admiral Corp. v. Zeaith
Radio Corp., 296 F, 2d 708, 131 USPQ 456 (10th Cir. 1961)."

gin Driscoll v. Cebalo, 221 USPQ 745, 750-751
(Fed. Cir. 1984), the Court citing True Temper con-
cluded,

“the regulation {Section 1.56] essentially represents a codification of
the ‘clean hasds” maxim as applied to patent applicants.”

The Court noted in Argus Chemical Corp. v. Fibre
Glass-Evercoat Co. Inc., 225 USPQ 1100, 1102 (Fed.
Cir. 1985),

“In this appesl we lay to rest any further argoment that in the post
the stundard for disclosure of known prior art only required that a
reference which fully anticipated o patent, thereby destroying nov-
¢y under 35 U.S.C. 102, was required to be disciosed to the PTO
under an applicant’s duty of candor.”§

The Court of Appeals for the Federal Circuit stated
in Kansas Jack, Inc. v. Kuhn, 219 USPQ 857, 862
(1983), when evaluating conduct occurring from 1967
to 1971,

“Where one who knew, or should have known, that & picce of
prior art, or other informution, would be maoterisl, i.c., important to
the PTO in meking its decision, u failore to disclose that art or in-
formation can be sufficient proof that ¢ wrongful intent existed 10

mislead the 10, and may result in & finding of what has come to
be called frand on the PTG

Sce also U.S, Industries, Inc. v. Norton Co., 210
USPQ 94, 108, 110 (N.ID. New York 1980); USM
Corp. v. SPS Technologics, Inc., 211 USPQ 130, 131
(N.I3. Minois, E. Div. 1981).

The Court in Norton v. Curtiss, 433 F.2d 779, 167
USPQ 532, 544 (C.C.P.A. 1970) stated that
“{the ex parte prosecution and ¢xamination of a paent application

maust not be considered oy an adversary procecding and should not
be limited to the standards vequired in inter partes proceedivgs.”

Thus, the “highest degree of candor and good faith”
is required of those participating in  proceedings
before the Office: Kingsland v, Dorsey, 338 U.S. 318,
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83 USPQ 330 (Sup.Ct. 1949). An “‘uncompromising
duty” rests on all who are parties to Office proceed-
ings to report “all facts concerning possible fraud or
inequitableness™: Precision Instrument Manufacturing
Co. v. Automotive Maintenance Machine Co., 324
U.S. 806, 65 USPQ 133 (1945).

1977 RULE CHANGES

The purpose of the rule changes in 1977, promul-
gated in the Federal Register Notice, 42 Fed. Reg.
5588 (Jan. 28, 1977), 955 O.G. 1054 (Feb. 22, 1977),
was

“to improve the quality and reliability of issued pstents.”

The primary purpose of many of the provisions of the
rules is to place prior art before the Patent and Trade-
mark Office for evaluation. This was the principal
focus of the now cancelled reissue provisions in
§ 1.175(a)(4), the protest provision in § 1.291, the duty
of disclosure requirements in § 1.56, and the prior art
statement provisions in §§ 1.97-1.99. Most patents that
are invalidated by the courts are invalidated on the
basis of prior art that was not before the Oifice
during examination; se¢ Koenig, "'Patent Invalidity—
A Statistical and Substantive Analysis,” Clark Board-
man Co., Ltd. (1976), Section 5.05(4). The presump-
tion of validity is generally strong when prior art is
before the Office, and weak when it is not; for exam-
ple, see Bolkcom v. Carborundum Co., 523 F.2d 492,
498, 187 USPQ 466, 471, 472 (6th Cir. 1975); and
John Deere Co. of Kansas City v. Graham. 333 F.2d
529, 530, 142 USPQ 243,244-245 (8th Cir. 1964), af-
firmed 383 U.S. 1, 148 USPQ 459 (1966).

Under § 1.175(a)(4) practice, the Board of $Patent§
Appeals pand Interferences¢ would, where reissue ap-
plicant appealed an adverse decision by an Examiner
on patentability of the claims as patented, render an
advisory opinion as to the propriety of the examiner’s
rejections. The C.C.P.A. has, however, refused to
review the Board’s advisory opinions citing lack of
jurisdiction by the C.C.P.A. to entertain such appeals:
In re Dien, 214 USPQ 10, 14 (1982); In re Bose, 215
USPQ 1, 4 (1982).

1982 RULE CHANGES

The rule changes in 1982, promulgated in the Fed-
eral Register Notice, 47 Fed. Reg. 21746 (May 19,
1982), 1619 O.G. 37, April 6, 1982 (1) eliminated
§ 1.175(a)(4) and the so-called “no defect” reissue ap-
plications thereby discontinuing the advisory actions
provided pursuant to subsection (a)(4); (2) amended
§ 1.291 by the addition of paragraph (c) indicating
participation by a member of the public ends with the
filing of a protest; and (3) amended §1.56 by revising
the title and paragraph (d), and adding new para-
graphs (e) through (i), to provide for the rejection of
claims upon examination pursuant to 35 U.S.C. 131
and 132,
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200101 Who Has Duty To Disclose

37 CFR 1.56(a) provides that the “duty of candor
and good faith” and “to disclose” material informa-
tion
“rests on the inventor, on each attorney or agent who prepares or
prosecutes the application and on every other individual who is
substantively involved in the preparation or prosecution of the ap-
plication and who is associated with the inventor, with the assignee

or with anyone to whom there is an obligation to assign the appli-
cation."”

Individuals having a duty of disclosure are limited to
those who are “‘substantively involved in the prepara-
tion or prosecution of the application.” This is intend-
ed to make clear that the duty does not extend to typ-
ists, clerks, and similar personnel who assist with an
application.

This phrase, when taken with the last sentence of
§ 1.56(a), is believed to provide an adequate indication
of the individuals who are covered by the duty of dis-
closure. The word “with” appears in the first sentence
of § 1.56(a) before “the assignee” and before “anyone
to whom there is an obligation to assign” to make
clear that the duty applies only to individuals, not to
corganizations. For instance, the duty of disclosure
would not apply to a corporation or institution as
such. However, it would apply to individuals within
the corporation or institution who were substantively
involved in the preparation or prosecution of the ap-
plication, and actions by such individuals may affect
the rights of the corporation or institution. Corporate
records or information which is known to, or reason-
ably should be known to, the individuals covered by
§ 1.56(a) falis within the duty of disclosure. Other cor-
porate records or information not known to the indi-
viduals covered by § 1.56(s) does not fall within the
duty of disclosure, unless such records or information
reasonably should have been known to such individ-
uals. See “Duty of Reasonable Inquiry” in § 2001.02.

2001.02 Extent of Duty To Disclose [R-3]
37 CFR 1.56(a) provides,

“the duty is commensurate with the degree of involvement in the
preparation or prosecution of the application.”

Duty oF REASONABLE INQUIRY

Case law supports that there exists a duty of rea-
sonable inquiry. In Chas., Pfizer & Co. v. Federal
Trade Commission, 159 USPQ 193, 199 (6th Cir.
1968), certiorari denied 161 USPQ 832 (1969), the
Court stated,

“We agree with the Hesring Examiner that if Cysnamid's patent
representative did not know the true facts, he was nevertheless

under 8 duty 1o know them and under 2 duty 10 reveal the truth 1o
the patent exsminer.”

The court, in Movidyn Corp. v. Hercules, Inc., 185
USPQ 116, 122 (D. Minn,, 4th Div. 1975), stated its
belief that

“where ignorance is the only excuse for a misrepresentation i+ s
not a sufficient excuse if it appears from all the circumstances of
the case that the party making the representation was feirly warned
that it might not be true, Hercules failed in an affirmative duty to
investigate further the representations it made to the Patent Office
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and in my opinion that failure would warrant a refusal to enforce
the patent.”

Similarly, in Chromalloy American Corp. v. Alloy
Surfaces Co., 173 USPQ 295, 305 (D.Del. 1972) the
Court held that

“if the oath signers had any difficulty in understanding it, they cer-

tainly had a duty to inquire into its meaning or to rely upon their
attorneys and accept the consequences.”

Likewise, in SCM Corp. v. Radio Corp. of America,
167 USPQ 196,206 (S.D.N.Y. 1970) the Court indicat-
ed,

“It was his {counsel's] duty to inform himseif . . . . He could not

avoid responsibility by trying not to ‘see the details’.

$The duty of disclosure extends to information that
a person covered by section 1.56(a) “knew or should
have known” would be material: Kansas Jack, Inc. v.
Kuhn, 219 USPQ 857, 862 (Fed. Cir. 1983); In re Jer-
abek, 229 USPQ 530 (Fed. Cir. 1986).4

As set forth in the promulgation of the Rules of
Practice In Patent Cases, 42 Fed. Reg. 5588, 5589
(Jan. 28, 1977), 955 O.G. 1054 (Feb. 24, 1977) and as
concurred with and stated by the Court in True
Temper Corp. v. CF&I Stcel Corp., 202 USPQ 412,
419 (10th Cir. 1979), § 1.56 as amended in 1977

“mesely represented a codification of existing case law on the obli-
gotion of applicante to disclose pertinent information or prior
art. . ",

Certainly the “duty of reasonable inquiry” such as
represented by the above cited cases is an intergral
part of and included in the duty of disclosure. For in-
stance, if an applicant or applicant’s attorney is aware
of facts which indicate a reasonable possibility that a
bar to patenting or information material to examina-
tion may exist, they are expected to make reasonable
inquiries to ascertain such information and to submit
such to the Office.

2001.03 To Whom Duty of Disclesure Is Owed
[R-3]

37 CFR § 1.56(a) states that the “duty of candor
and good faith” is owed “toward the Patent and
Trademark Office” and that all such individuals have
a “duty to disclose to the Office” material informa-
tion. This duty “toward” and “to” the Office extends,
of course, to all dealings which such individuals have
with the Office, and is not limited to representations
to or dealings with the examiner. For example, the
duty would extend to proceedings before the Board
of * * ¢ Patent pAppeals and¢ Interferences, the
Office of the Assistant Commissioner for Patents, etc.

2001.04 Information Under 37 CFR 1.56(a)
Subsection 1.56(a) sets forth

“a duty to disclose . . . information they are aware of which is ma-
terfal to the examination of the application” (emphasis added).

The term “information” as used in & 1.56 means all of
the kinds of information required to be disclosed and
includes any information which is “material to the ex-
amination of the application.” Materiality is defined in
§ 1.56(a) and discussed herein at § 2001.05. In addition
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to prior art such as patents and publications, § 1.56 in-
cludes, for example, information on possible prior
public uses, sales, offers to sell, derived knowledge,
prior invention by another, inventorship conflicts, and
the like.

The term “information” is intended to be all en-
compassing similar to the scope of the term as dis-
cussed with respect to §1.291(a) (see § 1901.02).
However, as discussed in § 2001.05, § 1.56(a) is not
limited to information which would render the claims
unpatentable, but extends to any information “where
there is a substantial likelihood that a reasonable ex-
aminer would consider it important in deciding
whether to allow the application to issue as a patent.”

It should be noted that the rules are not intended to
require information favorable to patentability such as,
for example, evidence of commercial success of the
invention. Similarly, the rules are not intended to re-
quire, for example, disclosure of information concern-
ing the level of skill in the art for purposes of deter-
mining obviousness.

2001.05 Materiality Under 37 CFR 1.56(a) [R-3]

Subscction 1.56(a) provides,

“*All such individuals have i duty to disclose to the office informa-
tion they are aware of which is material to the examination of the
application (emphasis added).”

“Material” connotes something more than a trivial
relationship. It appears commonly in court opinions.
Subsection 1.56(x) clucidates,

“*Such information is materinl where there is a substantisl likeli-

hood thet s rensonable exsminer would consider it important in dc-
ciding whether to allow the application to issue as s patent.”

This sentence paraphrases the definition of material-
ity used by the Supreme Codrt in TSC Industries v.
Northway, 426 U.S. 438, 48 I..Ed. 2d 757,96 S. Ct.
2126, 44 U.S.L.W. 4852 (1976). Although in that case
the court was concerned with rules promulgated by
the Sccurities and Exchange Commission, the Court's
articulation of materiality is believed ceasistent with
the prevailing concept that has been spplied by lower
courts in patent cases.

The definition of materiality in § 1.56 has to be in-
terpreted in the context of patent faw rather than se-
curities law. Principles followed by courts in securi-
ties cases should not be translated to patent cases
automatically. It is noteworthy, however, that in for-
mulating the definition of materiality in TSC Indus-
trics the Supreme Court noted that the standard of
materiality should not be so low that persons would
be “subjected to liability for insignificant omissions or
misstatements,” or so low that fear of liability would
cause management *simply to bury the shareholder in
an avalanche of trivial information a result that it is
hardly conducive to informed decision making.”

Although the third sentence of § 1.56(a) refers to
decision of an examiner, the duty of disclosure applies
in the same manner in the less common instances
where the official making a decision on a patent appli-
cation is someone other than an examiner, e.g., a
member of the Board of Patent $Appeals andg Inier-
ferences * ¢ *. This ts implicit in the duty “of candor
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and good faith” toward the “Office™ that is specified
in the first sentence of § 1.56(a).

The Court in Norton v. Curtiss, 433 F.2d 779, 167
USPQ 532, 544 (C.C.P.A. 1970) characterized “‘mate-
riality” as being of “critical concern;” and indicated,

“[iJn patent cases, materiality has generally been interpreted to
mean that if the Patent Office had been aware of the complete or
true facts, the challenged claims would not have been allowed.”

However, the court then indicated at page 545 of
the USPQ citation its concern that *“materiality” not
be defined too narrowly by stating that

“the above test cannot be applied too narrowly if the relationship
of confidence and trust between applicants and the Patent Office is
to have any real meaning. Findings of materiality should not be
limited only to those situations where there can be no dispute that
the true facts, or the complete facts, if they had been known,
would most likely have prevented the allowance of the particular
claims at issue or alternatively, would provide a basis for holding
those claims invalid.”
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“It is our view that a proper interpretation of the “materiality”
clement of fraud in this context must include therein consideration
of factors apurt from the objective patentability of the claims at
issue, particularly (where possible) the subjective considerations of
the examiner and the applicant. Indications in the record that the
claims at issue would not have been allowed but for the challenged
misrepresentations must not be overlooked due to any certainty on
the part of the reviewing tribunal that the claimed invention,
viewed objectively, should have been patented. If it can be deter-
mined that the claims would rof have been allowed but for the mis-
representation, then the facts were material regardless of their
effect on the objective question of patentability.”

Other courts have also treated the question of “na-
teriality,” Thus, in In re Multidistrict Litigation In-
volving Frost Patent, 185 USPQ 729, 741 (D.Del.
1975), the court characterized the question of “materi-
ality  as follows:

“Some variation of the so-called “but for™ test has appeared in
acarly every patent fraud cuse.

“In other words, 2 finding of fraud is warranted if, but for the
misconduct of the patent applicant, the patent would not properly
have issued. This is what has been referred to us an “objective but
for test”.
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“The second “but for" test is the so-catled “subjective test”. This
test requires » court to examine the effect which fraudulent repre-
sentations had upon the examiner, If misrepresentations caused the
examiner to issuc the patent, then this kind of “but for fraud” will
be found,
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“The final “but for" test has been labeled “the but it may have”
test, i.e., courts look to whether the misrepresentations made in the
course of the patent prosecution may have had an effect on the ex-
aminer.
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“Hence, in this Circuit, & misrepresentation which makes it “im-
possible for the Patent Office fairly to essess {the} application in the
prevailling stewtory criteria . . . will, given the requisite intent, lead
to a finding of invalidity.”

Citing Digital Equipment Co. v. Diamond, 653
F.2d 701, 210 USPQ 521 (1st Cir. 1981), the Court of
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