Case 1:22-cv-00334-GBW-CJB Document 90 Filed 01/31/23 Page 1 of 37 PagelD #: 2874

IN THE UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF DELAWARE

ILLUMINA, INC.,
Plaintiff,
Civil Action No. 22-334-GBW-CJB

V.

GUARDANT HEALTH, INC.; HELMY
ELTOUKHY and AMIRALI TALASAZ,

N N N N N N N N N N

Defendants.

REPORT AND RECOMMENDATION

In this case, Plaintiff [llumina, Inc. (“Plaintiff” or “Illumina”) brings correction of
inventorship, trade secret misappropriation and breach of contract claims against Defendants
Guardant Health, Inc. (“Guardant”), Helmy Eltoukhy (“Eltoukhy”) and AmirAli Talasaz
(“Talasaz” and collectively with Guardant and Eltoukhy, “Defendants”).! Pending before the
Court is Defendants’ motion to dismiss Illumina’s Complaint pursuant to Federal Rules of Civil
Procedure 12(b)(1), 12(b)(2) and 12(b)(6) (the “Motion”). (D.I. 29) For the reasons set forth
below, the Court recommends that the motion to dismiss be GRANTED-IN-PART and
DENIED-IN-PART.

L. BACKGROUND
A. Factual Background
Plaintiff [llumina is a Delaware corporation with its principal place of business in San

Diego, California. (D.I. 1 at §4) The company was founded in 1998 by scientists studying the

1

Defendants.”

Eltoukhy and Talasaz will at times be referred to herein as the “Individual
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mapping of the human genome, and it develops and manufactures tools and integrated systems
for genetic analysis. (/d. at ] 5-6)

Defendant Guardant is a Delaware corporation with its principal place of business in
Redwood City, California. (/d. at § 10) Guardant develops and markets blood-based cancer
detection tests. (/d.; see also D.1. 30 at 1, 4)

Guardant was founded by Defendants Eltoukhy and Talasaz, two former Illumina
employees who are both residents of California. (D.I. 1 at 4 3, 11-13) On December 9, 2011,
while still employed by Illumina, Eltoukhy and Talasaz anonymously incorporated Guardant in
Delaware. (Id. at 99 15, 26) Talasaz worked at Illumina from 2009 until June 2012 and
Eltoukhy worked there from 2008 until January 2013. (/d. at 44 17, 28, 31) Upon leaving their
employment at [llumina, both men immediately became employed by Guardant—Talasaz in June
2012 and Eltoukhy in January 2013. (/d. at 99 28-30, 63-64) However, while Eltoukhy was still
employed at [llumina, he worked with Talasaz on Guardant projects and technologies, and acted
as a corporate agent and fiduciary of Guardant. (/d. at 99 32-38) Eltoukhy is now the Chief
Executive Officer of Guardant, and Talasaz is the Chief Operating Officer of Guardant. (/d. at
19 12-13)

While at Illumina, Eltoukhy and Talasaz agreed to and were bound by employment
agreements and company policies, which required them to:

devote their efforts to Illumina’s business, to not compete with
[llumina, to avoid conflicts of interest that could compromise their
loyalty to Illumina, to assign to Illumina their inventions made
while employed by Illumina that are related to Illumina’s business,
to protect Illumina’s confidential and proprietary information, to
not take or use Illumina’s resources and property for their personal

benefit, and to return [llumina materials to the company upon
termination of their employment.
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(Id. at 9§ 19) These employment agreements and company policies included: (1) a Proprietary
Information and Invention Agreement (“PIIA”); (2) Confidentiality—Disclosure on Need-To-
Know Basis Only Acknowledgement (“Confidentiality Acknowledgment”); (3) Code of Ethics;
and (4) a Termination Certificate at the end of their employment. (/d. at q 18)

The Complaint alleges that while still employed at Illumina, Eltoukhy and Talasaz
accessed Illumina’s confidential information and resources relating to “Illumina’s proprietary
error correction methods, cell-free DNA, copy number variations, next-generation sequencing,
and communication theory.” (/d. at 4 22; see also id. at 4 2, 24-25) For example, it is alleged
that during the second half of 2012, Eltoukhy, while still employed at [1lumina, forwarded
[llumina’s confidential information to his personal e-mail account and to Talasaz; Eltoukhy and
Talasaz then allegedly used this confidential information to develop Guardant’s patent portfolio,

including 35 patents that are assigned to Guardant.? (/d. at 9 40-50, 53) The confidential

2 The 35 patents at issue consist of three patent families. (See D.I. 30 at 8 n.2; Tr.
at 178) The first patent family (the “'127 patent family”) includes 19 of the 35 patents: U.S.
Patent Nos. 10,041,127 (“the '127 patent™); 9,598,731 (“the '731 patent”™); 9,834,822 (“the '822
patent”); 9,840,743 (“the '743 patent™); 10,837,063 (“the '7063 patent”); 10,457,995 (“the '995
patent”); 10,494,678 (“the '678 patent”); 10,501,808 (“the '808 patent”); 10,501,810 (“the '8§10
patent”); 10,683,556 (“the '556 patent”); 10,738,364 (“the '364 patent™); 10,793,916 (“the '916
patent”); 10,822,663 (“the '663 patent”); 10,961,592 (“the '592 patent™); 10,876,171 (“the '171
patent”); 10,876,172 (“the '172 patent”); 10,947,600 (“the '600 patent™); 10,995,376 (“the '376
patent”) and 11,001,899 (“the '899 patent™).

The second patent family (the “'992 patent family”) includes nine of the 35 patents: U.S.
Patent Nos. 9,902,992 (“the '992 patent™); 10,894,974 (“the '974 patent™); 10,876,152 (“the '152
patent”); 10,704,086 (“the '086 patent™); 10,704,085 (“the '085 patent”); 11,091,797 (“the '797
patent”); 10,870,880 (“the '880 patent™); 10,982,265 (“the 265 patent”) and 11,091,796 (“the
'796 patent”).

The third patent family (the “'366 patent family”) includes seven of the 35 patents: U.S.
Patent Nos. 9,920,366 (“the '366 patent”); 10,883,139 (“the '139 patent™); 10,801,063 (“the '1063
patent”); 10,889,858 (“the '858 patent™); 11,118,221 (“the 221 patent”); 11,149,306 (“the '306
patent”) and 11,149,307 (“the '307 patent™). (D.I. 1 at 9 50; D.I. 30 at 8§ n.2)
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[llumina information included a slide presentation relating to “error rate improvements and
communication theory ideas” on how to decode barcodes more effectively (the “communication
theory slides™); Eltoukhy requested and obtained these slides on June 27, 2012 from another
[llumina employee, Frank Steemers, who at the time was a senior director and researcher
working on sequencing technology for Illumina. (/d. at 99 40-48)

The Complaint also alleges that while still employed by Illumina, Eltoukhy drafted and
revised patent claims for Guardant using [llumina’s computers. (/d. at 9§ 54) On December 15,
2012, Eltoukhy e-mailed draft patent claims dated August 10, 2012 to his personal Gmail
account from his Illumina work e-mail account. (/d. at § 55)

And the Complaint asserts that when Eltoukhy left his employment at Illumina, he took
various [llumina documents with him. More specifically, it states that Eltoukhy appropriated
more than 51,000 emails from Illumina, including more than 1,400 documents that were labeled
““COMPANY CONFIDENTIAL—INTERNAL USE ONLY.”” (/d. at 9 65-66)

Eltoukhy is alleged to have taken various steps to conceal the fact that he was transferring
[llumina’s confidential information outside of the company. One such example referenced in the
Complaint is Eltoukhy’s use (referenced above) of his personal, non-Illumina e-mail address to
transfer Illumina confidential information to Guardant. (/d. at § 69) Another relates to the
application that later issued as the '743 patent; that application, filed on March 23, 2017, listed
both Eltoukhy and Talasaz as inventors. (/d. at 99 72-73) However, Eltoukhy’s name as an
inventor was removed from the application on October 27, 2017. (Id. at | 74)

[llumina alleges that it did not learn of any of Defendants’ wrongful conduct until at least
in or around June 2019. In that month, Illumina became aware of some of the above-referenced

misconduct in the course of responding to third-party discovery requests that were served on it in
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a patent litigation that Guardant had filed in this District against Foundation Medicine, Inc.
(Guardant Health, Inc. v. Foundation Medicine, Inc., Civil Action No. 17-1616-LPS-CJB (D.
Del.)) and Personal Genome Diagnostics (Guardant Health, Inc. v. Personal Genome
Diagnostics, Inc., Civil Action No. 17-1623-LPS-CJB (D. Del.)) (collectively, the “FMI
litigation™). (/d. at 99 75-78)

Thereafter, between August and November 2019, Eltoukhy’s name as an inventor was
removed from more Guardant patent applications on which he was originally named as an
inventor (these applications issued as the '995 patent, the '808 patent, the '152 patent and the
7063 patent). (/d. at79) And after being deposed in the FMI litigation on April 8, 2019,
Eltoukhy is alleged to have deleted or attempted to delete confidential [1lumina documents from
his personal files. (/d. at 9 80)

Additional relevant factual allegations will be discussed below in the appropriate portions
of Section II.

B. Procedural Background

On March 17, 2022, Illumina filed its Complaint in this case. (D.I. 1) The Complaint
contains four Counts:

. Count I: Declaratory Judgment to Correct Inventorship and
Ownership under 35 U.S.C. § 256. (/d. at Y 84-102)

. Count II: Misappropriation of Illumina Trade Secrets
Under California’s Uniform Trade Secrets Act [“CUTSA”],
Cal. Civ. Code § 3426 et seq. against all Defendants. (/d.
at 49 103-20);

. Count III: Breach of Contract against Eltoukhy. (/d. at qq
121-31); and

. Count IV: Breach of Contract against Talasaz. (Id. at qq
132-42)

DOCKET

A R M Find authenticated court documents without watermarks at docketalarm.com.



https://www.docketalarm.com/

Nsights

Real-Time Litigation Alerts

g Keep your litigation team up-to-date with real-time
alerts and advanced team management tools built for
the enterprise, all while greatly reducing PACER spend.

Our comprehensive service means we can handle Federal,
State, and Administrative courts across the country.

Advanced Docket Research

With over 230 million records, Docket Alarm’s cloud-native
O docket research platform finds what other services can't.
‘ Coverage includes Federal, State, plus PTAB, TTAB, ITC
and NLRB decisions, all in one place.

Identify arguments that have been successful in the past
with full text, pinpoint searching. Link to case law cited
within any court document via Fastcase.

Analytics At Your Fingertips

° Learn what happened the last time a particular judge,

/ . o
Py ,0‘ opposing counsel or company faced cases similar to yours.

o ®
Advanced out-of-the-box PTAB and TTAB analytics are
always at your fingertips.

-xplore Litigation

Docket Alarm provides insights to develop a more
informed litigation strategy and the peace of mind of

knowing you're on top of things.

API

Docket Alarm offers a powerful API
(application programming inter-
face) to developers that want to
integrate case filings into their apps.

LAW FIRMS

Build custom dashboards for your
attorneys and clients with live data
direct from the court.

Automate many repetitive legal
tasks like conflict checks, document
management, and marketing.

FINANCIAL INSTITUTIONS
Litigation and bankruptcy checks
for companies and debtors.

E-DISCOVERY AND

LEGAL VENDORS

Sync your system to PACER to
automate legal marketing.

WHAT WILL YOU BUILD? @ sales@docketalarm.com 1-866-77-FASTCASE




