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ARTICLE

Signif icant Federal Court Decision Finds Fracking-Related Patent to be Invalid
In  Packers P l us Energy Servi ces Inc.  v Essen t i a l  Energy Servi ces L td. ,  2017  FC 1111 ,  the  Federa l  Court  decl a red  a  f racki ng -re l a ted  pa ten t  he l d  by
Packers P l us Energy Servi ces Inc.  ("Packers P l us" ) to  be  i nva l i d  and  d i sm i ssed  a  cl a i m  fo r pa ten t  i n f ri ngem ent by Packers P l us aga i nst  an  o i l f i e l d
se rvi ces com pany.  T he  pa ten t  a t  i ssue  covered  a  m ethod  o f  f ractu ri ng  techno l ogy re fe rred  to  as open-ho l e ,  m u l t i -stage  ba l l  d rop  f ractu ri ng  tha t  has had
wi despread  use  i n  the  o i l  and  gas i ndustry.  Had  Packers P l us been  successfu l  i n  i ts i n f ri ngem ent cl a i m s,  the re  wou l d  been  wi despread  i m p l i ca t i ons fo r
nam ed de fendan ts to  the  act i on  as we l l  as to  a  wi de  va ri e ty o f  acto rs i n  the  o i l  pa tch .  T he  case  i s a  si gn i f i can t  pa ten t  deci si on  and  a l so  has b roader
com m enta ry app l i cab l e  i n  the  o i l  and  gas con text ,  i n  pa rt i cu l a r re l a t i ng  to  the  Court 's ana l ysi s o f  o i l  and  gas i ndustry standard  regard i ng
con f i den t i a l i ty.  BLG p revi ousl y posted  abou t  th i s case  i n  i ts post  2017  Year i n  Revi ew: Top  10  Jud i ci a l  Deci si ons and  T rends o f  Im port  to  the  Canad i an
Energy Industry.

Procedura l  Background

Packers P l us b rough t  fou r separa te  pa ten t  i n f ri ngem ent cl a i m s re l a t i ng  to  i ts pa ten t  aga i nst  the  fo l l owi ng  pa rt i es (and  va ri ous re l a ted  en t i t i es):
Essen t i a l  Energy Servi ces ("Essen t i a l " );  Baker Hughes Canada  Com pany;  Wea the rfo rd  Canada  L td .  and  Harvest  Opera t i ons Corp .  (who  were  rep resen ted
by Davi d  M adsen ,  Q.C. and  Evan  Nu tta l l  f rom  BLG);  and  Resource  We l l  Com p l e t i on  Techno l og i es Inc.  T he  Federa l  Court  conso l i da ted  pa rt  o f  the
p roceed i ngs,  heari ng  the  cl a i m  by Packers P l us fo r i n f ri ngem ent aga i nst  Essen t i a l  and  the  coun te rcl a i m s o f  a l l  o f  the  de fendan ts tha t  the  pa ten t  was
i nva l i d  i n  a  t ri a l  i n  ea rl y 2017 .  Had  Packers P l us been  successfu l ,  t ri a l s on  the  i ssue  o f  pa ten t  i n f ri ngem ent fo r the  o the r de fendan ts and  the
de te rm i na t i on  o f  dam ages were  se t  fo r t ri a l  i n  2018 .  However,  as the  Court  found  the  pa ten t  to  be  i nva l i d  and  the  coun te rcl a i m s were  en t i re l y
successfu l ,  the  m atte r i s f i na l ,  sub j ect  to  any appea l  by Packers P l us.

Deci si on

T he  Federa l  Court  consi de red  two  m a i n  i ssues as pa rt  o f  th i s deci si on :  1 ) d i d  Essen t i a l  i n f ri nge  the  pa ten t ;  and  2 ) was the  pa ten t  i nva l i d?

1 .  In f ri ngem ent

In  the  pa ten t  l aw con text ,  a  pa rty can  be  l i ab l e  fo r i n f ri ngem ent i f  the  pa rty i tse l f  com m i ts a  d i rect  i n f ri ngem ent o r i f  i t  i nduces ano the r pa rty to  i n f ri nge
the  pa ten t .  T he  Court  he l d  tha t  Essen t i a l  had  no t  i n f ri nged  the  pa ten t  e i the r d i rect l y o r th rough  the  i nducem ent o f  ano the r pa rty to  i n f ri nge .  Wh i l e  the
Court  found  tha t  the  equ i pm en t i n  the  Essen t i a l  act i on  d i d  i n f ri nge  the  pa ten t  when  used  i n  an  open-ho l e  f ractu ri ng  opera t i on ,  i t  he l d  tha t  the re  was no
d i rect  i n f ri ngem ent by Essen t i a l  because  Essen t i a l  d i d  no t  actua l l y conduct  the  f ractu ri ng  opera t i on  i tse l f  (as i t  had  on l y so l d  the  equ i pm ent and  no t
pe rfo rm ed  the  f racki ng  opera t i on ).

T he  Court  re j ected  Packers P l us' l ega l l y nove l  a rgum ent tha t  Essen t i a l  was l i ab l e  under a  theory o f  l i ab i l i ty i t  re fe rred  to  as "act i ng  i n  concert"  wh i ch
i m ported  the  to rt  l aw p ri nci p l e  tha t  pa rt i es who  act  i n  concert  to  com m i t  a  to rt i ous act  can  each  be  found  l i ab l e  i f  a l l  o f  the  pa rt i es i nvo l ved  a rri ved  a t
an  ag reem ent to  ca rry ou t  the  to rt  to  the  pa ten t  con text .  Packers P l us a rgued  tha t  i n f ri ngem ent occu rred  th rough  the  com b i ned  act i ons o f  a  va ri e ty o f
acto rs th rough  the  f racki ng  opera t i ons and ,  as such ,  Essen t i a l  was l i ab l e .  T he  Court  re j ected  th i s expansi on  o f  the  l aw, f i nd i ng  no  p receden t  tha t  such
l i ab i l i ty shou l d  be  i m ported  to  the  pa ten t  con text .

Last l y,  the  Court  found  tha t  Essen t i a l  had  no t  i nduced  any o the r pa rt  to  i n f ri nge  the  pa ten t .  Packers P l us asse rted  tha t  Essen t i a l  had  i nduced  i ts
custom ers (upstream  p roducers) o r o the r pa rt i es i nvo l ved  i n  the  f racki ng  j obs (fo r exam p l e  a  d ri l l i ng  com pany,  pum p i ng  com pany,  f ractu ri ng  com pany…
etc.) to  i n f ri nge  the  pa ten t .  T he  Court  he l d  tha t  Packers P l us fa i l ed  to  p resen t  evi dence  o f  d i rect  i n f ri ngem ent by a  th i rd  pa rty i nvo l ved  i n  a  f racki ng
opera t i on  and  as such  had  fa i l ed  to  p rove  i nducem ent.

Havi ng  found  no  i n f ri ngem ent by Essen t i a l ,  the  Court  concl uded  the re  was no  i n f ri ngem ent o f  the  pa ten t .

2 .  Va l i d i ty

T he  Court  then  consi de red  the  coun te rcl a i m s by a l l  the  de fendan ts tha t  the  pa ten t  was i nva l i d .  As the re  can  be  no  i n f ri ngem ent i f  the re  i s no  va l i d
pa ten t ,  the  ru l i ng  on  th i s i ssue  was de te rm i na t i ve  o f  Packers P l us' cl a i m  aga i nst  the  o the r de fendan ts fo r i n f ri ngem ent wh i ch  were  se t  to  be  heard  i n
t ri a l s schedu l ed  fo r 2018 .

A pa ten t  i s on l y va l i d  i f  i t  cove rs an  i nven t i on  tha t  i s t ru l y new, use fu l  and  unobvi ous.  I f  a  pa rty m akes a  pub l i c d i scl osu re  o f  a  pa ten t  p ri o r to  a  year
be fo re  f i l i ng  the  pa ten t ,  o r the  pa ten t  i s so  obvi ous i t  i s no t  t ru l y nove l ,  then  i t  i s i nva l i d .  T he  Court  found  tha t  the  pa ten t  was i nva l i d  fo r two  reasons:
1 ) the  sub j ect  m a tte r o f  the  pa ten t  had  been  p revi ousl y d i scl osed  by Packers P l us;  and  2 ) the  sub j ect  m a tte r o f  the  pa ten t  was obvi ous and  no t  capab l e
o f  be i ng  pa ten ted .

Pursuan t  to  the  Paten t  Act,  RSC 1985 ,  c P-4 ,  a  pa rty m ust  f i l e  a  pa ten t  wi th i n  one  year o f  d i scl osi ng  the  sub j ect  m a tte r o f  the  pa ten t  to  the  pub l i c.  In
th i s case ,  Packers P l us adm i t ted  tha t  i t  had  m ade  pub l i c d i scl osu res by,  am ong  o the r th i ngs,  p resen t i ng  the  techno l ogy to  va ri ous custom ers p ri o r to  the
app l i cab l e  t i m e  pe ri od .  However i t  asse rted  tha t  any d i scl osu res were  m ade  con f i den t i a l l y and  accord i ng l y were  no t  m ade  " to  the  pub l i c" .

Packers P l us d i d  no t  en te r i n to  fo rm a l  wri t ten  con f i den t i a l i ty ag reem ents wh i ch  covered  such  d i scl osu res bu t  a rgued  tha t  the re  was an  i ndustry standard
tha t  com m un i ca t i ons o f  th i s na tu re  wou l d  be  con f i den t i a l  and  tha t  Packers P l us had  m ade  b i nd i ng  rep resen ta t i ons,  th rough  i nd i ca t i ng  to  reci p i en ts tha t
the  i n fo rm at i on  was con f i den t i a l  (i ncl ud i ng  evi dence  tha t  ce rta i n  docum ents were  m arked  wi th  a  stam p sayi ng  "Con f i den t i a l " ).

In  support  o f  i ts posi t i on  regard i ng  i ndustry standard ,  Packers P l us:  ca l l ed  experts who  sta ted  i t  was i ndustry standard  tha t  th i s type  o f  i n fo rm at i on  was
consi de red  con f i den t i a l ;  re l i ed  on  the  " t i gh t  ho l e "  desi gna t i on  associ a ted  wi th  the  we l l s to  asse rt  tha t  i t  was understood  and  ag reed  by a l l  pa rt i es tha t
the  i n fo rm at i on  was con f i den t i a l ;  and  po i n ted  to  co rpo ra te  codes o f  conduct  tha t  requ i red  em p l oyees to  p rese rve  the  secrecy o f  con f i den t i a l  m a te ri a l
rece i ved  f rom  th i rd  pa rt i es.  

T he  Court  found  tha t  the re  was no  exp l i ci t  and  b i nd i ng  ag reem ent i n  p l ace  tha t  the  i n fo rm at i on  was to  be  kep t  con f i den t i a l .  T he  Court  a l so  no ted  i t
was pe rsuaded  by the  evi dence  o f  the  de fendan ts tha t  the  standard  i ndustry p ract i ce  was to  com m i t  ob l i ga t i ons o f  con f i den t i a l i ty to  wri t ten  ag reem ents
g i ven  the  h i gh l y com pet i t i ve  envi ronm ent tha t  exi sts i n  the  o i l  and  gas i ndustry.  I t  no ted  tha t  bo i l e rp l a te  "Con f i den t i a l "  l abe l s on  docum ents a re  no t
l ega l l y b i nd i ng  ob l i ga t i ons o f  con f i den t i a l i ty.  T he  Court  found  tha t  the  " t i gh t  ho l e "  desi gna t i on  re l a ted  to  p roduct i on  da ta ,  no t  to  f racki ng  re l a ted
i n fo rm at i on  and  tha t  codes o f  conduct  do  no t  desi gna te  pa rt i cu l a r i n fo rm at i on  as con f i den t i a l  bu t  ra the r,  such  a  desi gna t i on  com es abou t  p ri m ari l y
th rough  i n te rna l  po l i ci es and  speci f i c ag reem ents wi th  ou tsi de  pa rt i es.



Last l y,  the  Court  he l d  tha t  the  i nven t i on  was obvi ous and  no t  capab l e  o f  be i ng  pa ten ted  because  the  m ethod  o f  f ractu ri ng  wou l d  have  been  obvi ous to
a  ski l l ed  pe rson  a t  the  t i m e  the  pa ten t  was f i l ed .  On  revi ew o f  evi dence  re l a t i ng  to  the  sta te  o f  the  i ndustry a t  the  t i m e ,  the  Court  he l d  i t  d i d  no t
rep resen t  an  advance  on  the  sta te  o f  the  a rt  and  was obvi ous to  t ry.

Im p l i ca t i ons

T he  m ethodo l ogy fo r ca l cu l a t i ng  dam ages i n  the  pa ten t  con text  wou l d  i nva ri ab l y have  resu l ted  i n  a  l a rge  dam ages award  had  Packers P l us been
successfu l  i n  i ts cl a i m s.  In  pa rt i cu l a r,  as aga i nst  Harvest  Opera t i ons Corp . ,  an  upstream  p roducer,  Packers P l us was seeki ng  d i sgo rgem ent o f  p ro f i ts f rom
what i t  cl a i m ed  was enhanced  hyd rocarbon  recovery f rom  the  use  o f  the  pa ten ted  techno l ogy.  Success i n  th i s act i on  cou l d  have  been  strong  p receden t
fo r Packers P l us to  seek the  sam e aga i nst  o the r upstream  p roducers.   

T h i s case  a l so  has i m portan t  com m enta ry m ore  wi de l y app l i cab l e  to  acto rs i n  the  o i l  and  gas i ndustry re l a t i ng  to  con f i den t i a l i ty.  T he  Court  re j ected  the
no t i on  tha t  the re  i s an  i ndustry standard  o f  con f i den t i a l i ty i n  the  o i l  and  gas i ndustry tha t  b i nds pa rt i es.  Part i es shou l d  be  aware  tha t  absen t  an  exp ress
con f i den t i a l i ty ag reem ent (p re fe rab l y i n  wri t i ng ),  the re  i s a  ri sk tha t  a  Court  wi l l  no t  f i nd  tha t  i n fo rm at i on  exchanged  be tween  pa rt i es i s con f i den t i a l .

Packers P l us has appea l ed  the  deci si on  to  the  Federa l  Court  o f  Appea l .
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