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I. INTRODUCTION

Hangsen International Group, Ltd. (“Hangsen™) replies to Patent Owner’s
argument that the Fintiv factors favor discretionary denial. They do not. Regardless,
Hangsen’s invalidity case is compelling, and Hangsen has provided a Sotera
stipulation to Patent Owner in the co-pending district court case agreeing not to
pursue the grounds of invalidity raised in this inter partes review (“IPR”) and any
printed-publication grounds of invalidity that reasonably could have been raised in
this IPR should this IPR petition be instituted. The Board should institute IPR.

II. ARGUMENT

On a request for discretionary denial of IPR in light of a parallel district court
action, the Board considers the following factors:

1. Whether the district court granted a stay or evidence exists that one may
be granted if a proceeding is instituted;

2. The proximity of the district court’s trial date to the Board’s projected
statutory deadline for a final written decision;

3. The investment in the parallel proceeding by the district court and the
parties;

4. Overlap between issues in the petition and in the parallel proceeding;

5. Whether the petitioner and the defendant in the parallel proceeding are

the same party; and
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6. Other circumstances that impact the Board’s exercise of discretion,
including the merits.
Apple Inc. v. Fintiv, Inc., No. IPR2020-00019, Paper 11 at 6 (P.T.A.B. Mar. 20,
2020) (precedential). The factors weigh against a discretionary denial.

A.  The District Court Often Stays Cases Pending IPR (Factor 1).

The parallel litigation is pending in the Western District of Texas, Waco
Division. The Waco Division grants motions to stay pending IPR significantly more
often than not. Exhibit 1024 is a report generated from Docket Navigator showing
the results of motions to stay pending IPR in the Waco Division of the Western
District of Texas. In 2019, the court granted five and denied one. In 2020, the court
granted nine and denied three. In 2021, the court granted eight and denied one. In
2022, the court granted 28, denied 12, and had three other dispositions. Thus far in
2023, the court granted 13 motions to stay pending IPR and denied five.

The evidence shows that the court grants a stay pending IPR in the large
majority of cases. This factor weighs in favor of institution.

B.  The District Court’s Trial Date Is Not Definitively Set (Factor 2).

The trial date is listed as the “[w]eek of January 29, 2024, or at the Court’s
convenience.” The Scheduling Order thus envisions that circumstances, including
the court’s docket, could bump the start of trial to an unknown date. The lack of a

firm trial date weighs in favor of institution.
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C. The Parties’ and the District Court’s Investments Are Not
Exceptional (Factor 3).

The parties and the district court have made investments typical of civil
litigation. Patent Owner filed suit on March 12, 2022. Through January 20, 2023,
the parties were engaged in claim construction?; fact discovery did not open, and
initial disclosures were not served, until January 24, 2023. And the pleadings were
amended (by each party) on May 16, 2023. Opening expert reports are not due until
September 5, 2023. The litigation has proceeded efficiently and without atypical
investment by the parties or the court. This factor is neutral.

D.  There Is No Overlap Between the Issues Raised in the Petition and
in the District Court Action (Factor 4).

On June 26, 2023, Hangsen stipulated to not raise any ground of invalidity
based on printed-publication prior art that was presented in this IPR or that
reasonably could have been presented in this IPR, if the IPR is instituted. This
stipulation was filed with the district court on June 26, 2023.

When a petitioner files such a stipulation, it “mitigates any concerns of
duplicative efforts between the district court and the Board, as well as concerns of
potentially conflicting decisions.” Sotera Wireless, Inc. v. Masimo Corp., No.

IPR2020-01019, Paper 12 at 18-19 (P.T.A.B. Dec. 1, 2020) (precedential).

2 The parties are still waiting for the district court’s written decision explaining its
claim construction decision rendered from the bench.
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Hangsen’s stipulation thus “weighs strongly in favor of not exercising discretion to
deny institution.” /d. at 19.

Moreover, on June 21, 2022, the Director of the USPTO issued a
memorandum to the Members of the Patent Trial and Appeal Board concerning
discretionary denials with parallel district court litigation. Ex. 1026. The Director
has stated that “the PTAB will not discretionarily deny institution of an IPR or PGR
in view of parallel district court litigation where,” as here, “a petitioner stipulates not
to pursue in a parallel district court proceeding the same grounds as in the petition
or any grounds that could have reasonably been raised in the petition.” /d. at 7.

In view of Hangsen’s stipulation, there is no risk of “inconsistent outcomes
between the PTAB and the district court” and the PTAB can “review grounds that
the parallel district court litigation will not resolve.” Id. at 8. Under the Board’s
Fintiv and Sotera precedents, and under the Director’s order, the Board should not
exercise discretion to deny institution.

E. The Parties’ Identity Favors Institution Given the IPR Raises

Issues that Will Not Be Considered in the District Court Action
(Factor 5).

As discussed above, Hangsen has entered a Sofera stipulation agreeing not to
pursue the grounds of invalidity raised in this IPR and any printed-publication
grounds of invalidity that reasonably could have been raised in this IPR if this IPR

is instituted. Ex. 1025. The parties in this IPR are the same as the parties in the
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district court litigation. As such, and in view of the Sotera stipulation, the grounds
in the IPR necessarily will not be considered in the district court. The identity of the
parties thus weighs in favor of not exercising discretion to deny institution.

F. The Merits of the Petition Are Compelling (Factor 6).

The Director has stated that “compelling, meritorious challenges are those in
which the evidence, if unrebutted at trial, would plainly lead to a conclusion that one
or more claims are unpatentable by a preponderance of the evidence.” Ex. 1026 at
4. The Petition presents a compelling case of invalidity.

The Petition presents prior art teaching the reaction mechanism for converting
myosmine to nornicotine to nicotine. It also presents numerous publications teaching
the availability of imine reductase enzymes to sterecoselectively reduce imines like
myosmine to amines like nornicotine. And imine reductase enzymes
characteristically have stereoselective products. During prosecution, Patent Owner
emphasized that the claims recite a “stereoselective synthesis” and that “Arnold at
least fails to disclose or suggest step (i) of claim 1, that is, reduction of myosmine
using an enzyme with imine reductase activity.” Id. The Petition is directed to the

exact point of alleged inventiveness identified in prosecution.

III. CONCLUSION

For the foregoing reasons, Hangsen respectfully requests that the Board

institute IPR.
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