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THE PURPOSE OF A DECLARATORY judg-
ment suit is to allow a party “who is
reasonably at legal risk because of an
unresolved dispute, to obtain judicial
resolution of that dispute without hav-
ing to await the commencement of legal
action by the other side.”" Before the
Supreme Court’s MedImmune decision,
courts in patent cases looked to whether
the conduct by the patentee created a
reasonable apprehension on the part of
the declaratory judgment plaintiff that it
will face a patent infringement suit.?
Although a “reasonable apprehen-
sion of suit” is no longer required for
initiating a declaratory judgment action
involving a patent, jurisdiction in such
cases still requires a “case or contro-
versy’ between parties having adverse
legal interests, of sufficient immediacy
and reality to warrant the issuance of a
declaratory judgment.” Only the defen-
dant’ conducts or those authorized by
the defendant may create such case
or controversy. A claim for declara-

tory relief based on statements or acts
not authorized by the patentee may
be dismissed for lack of subject matter
jurisdiction, and post-filing events may
not cure the jurisdictional defect of an
unripe lawsuit.*

MEDIMMUNE AND ITS
PROGENY STILL REQUIRE SOME
AFFIRMATIVE ACT BY THE
PATENTEE

Notwithstanding the demise of the
Federal Circuit’s “reasonable apprehen-
sion of suit” test, the Supreme Court’s
Medlmmune decision and subsequent
Federal Circuit opinions continue to
require some affirmative act by the pat-
entee to create an actual controversy that
is necessary to support subject matter
jurisdiction for declaratory judgment
in patent cases. There is nothing in
Medlmmune and its progeny to sug-
gest that unauthorized statements could
create an actual controversy to support
declaratory relief.

In MedImmune, Inc. v. Genentech,
Inc., after the patentee made a specific
demand for payment under an exist-
ing patent license based on a newly
issued patent covered by that license, the
licensee made the license payment, and
then filed suit under the Declaratory
Judgment Act to challenge the patent.’
The Federal Circuit had previously ruled
that there was no declaratory judgment
jurisdiction because there was no “rea-
sonable apprehension of suit” to sup-
port declaratory relief since a licensor
cannot sue a licensee in good standing
who is making royalty payments.® The
Supreme Court reversed, finding that
the payments were coerced by the paten-
tee’s demand under the patent license.”

The Supreme Court rejected the Federal
Circuit’s “reasonable apprehension of
suit” test, and held that the requirements
of a case or controversy are met where
payment of a claim is demanded as of
right, the coercive nature of which pre-
serves the right to challenge the legality
of the claim.® The defendant’s affirma-
tive conduct, however, is still required.
In Medlmmune, the conduct giving rise
to jurisdiction for the declaratory judg-
ment suit was the defendant patentee’s
demand for payment based on a newly
issued patent covered under an exist-
ing license between the parties. Such
requirement for the defendant’s affirma-
tive conduct is apparent in the line of
cases after Medlmmune.

In SanDisk Corp. v. STMicroelectronics,
Inc., the Federal Circuit stated, “declara-
tory judgment jurisdiction generally will
not arise merely on the basis that a party
learns of the existence of a patent owned
by another or even perceives such a
patent to pose a risk of infringement,
without some affirmative act by the pat-
entee.” Thus, SanDisk confirmed that
a court must still look to the conduct
by the patentee in evaluating whether
there is subject matter jurisdiction for
declaratory judgment. While SanDisk
did not define the outer boundaries
of declaratory judgment jurisdiction,
something more than merely approach-
ing a potential licensee for negotiation
is not enough to establish jurisdiction."
In SanDisk, jurisdiction existed because
during the negotiation, the defendant
patentee presented a detailed claim chart
comparing its patents with the plaintiff’s
accused products."

In another recent decision, Sony
Elecs., Inc., v. Guardian Media Techs.,
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Ltd., the defendant patentee, Guardian,
sent letters offering a patent license to
the plaintiff, Sony, in 2004 and 2005
(previously, a “notice of patent infringe-
ment” and claim chart had been sent by
the inventor in 1999 before the patent
was assigned to Guardian)."” During
the negotiations, Guardian asserted that
Sony owed it royalties. Sony, on the
other hand, contended that it had the
right to engage in certain activities with-
out a license. After the negotiations
failed, Sony filed a declaratory judgment
action in September 2005." The Federal
Circuit held that a case or controversy
existed between Sony and Guardian at
the time of the complaint based on the
2004 and 2005 letters (without decid-
ing whether the earlier 1999 letter by
the inventor established subject mat-
ter jurisdiction).’ Because the patentee
Guardian asserted that it was owed
royalties during the license negotiations
in response to Sony’s contention that it
had a right to engage in certain activities
without a license, there was an actual
controversy based on the adverse posi-
tions taken by the parties made the dis-
pute “manifestly susceptible of judicial
determination.””

More recently, in Micron Tech., Inc.
v. MOSAID Techs., Inc., MOSAID
sent Micron several letters regarding
MOSAID’s patented DRAM technol-
ogy. MOSAID then sued other DRAM
manufacturers on the technology.'
MOSAID’s public statements and annual
reports confirmed its intent to continue
an aggressive litigation strategy.'” During
the four years after MOSAID’s last letter
to Micron, MOSAID negotiated with
other DRAM manufacturers.'® Despite
the four year lapse in communication
between MOSAID and Micron, the
Federal Circuit found declaratory judg-
ment jurisdiction because of MOSAID’s
negotiations and lawsuits with other
DRAM manufacturers during that peri-
od."” The Court concluded that the pat-

entee’s activities during those four years
established a substantial controversy of
sufficient immediacy and reality to war-
rant declaratory judgment.?’

In Teva Pharms. USA, Inc. v. Novartis
Pharms. Corp., the patentee Novartis
listed five patents in the Food and Drug
Administration’s (“FDA”) Orange Book
in connection with its Famvir® drug.”!
The declaratory plaintiff Teva filed an
Abbreviated New Drug Application
(“ANDA”), certifying that its drug did
not infringe any of Novartis' five pat-
ents.””> The ANDA and patent statutes
were amended in 2003 to expressly per-
mit a declaratory judgment action chal-
lenging the patents listed in the Orange
Book “to obtain patent certainty” if the
patentee does not bring an infringe-
ment action within 45 days.” Although
Novartis filed such an action against Teva
within the deadline, the action concerned
only one of the five patents listed in the
Orange Book. Teva sought a declara-
tory judgment regarding the remain-
ing four patents listed in the Orange
Book by Novartis. The Federal Circuit
held that “Novarts’ selective [patent
law suit created] uncertainty as to Teva’s
legal rights under its ANDA.”*In view
of these circumstances, “Teva’s injuries
[were] traceable to Novartis' conduct,”
so there was an actual controversy suf-
ficient to confer jurisdiction under the
Declaratory Judgment Act.”

In  Adenta GmbH v. American
Orthodontics Corp., the Federal Circuit
held that the threat to pursue legal rem-
edies under a patent license in antici-
pation of a breach was sufficient to
support declaratory relief.”” American
Orthodontics had acquired a patent
that allegedly covered Adenta’s product,
and the parties thereafter entered into
an agreement in which Adenta would
pay a royalty on that product under the
patent.”® Adenta later advised American
Orthodontics that it would stop paying
the latter royalties under a patent license

agreement because it believed the patent
was invalid.” American Orthodontics
responded that such action would breach
the agreement, and that it would “pursue
its available legal remedies to protect its
rights.”* Adenta then filed a declaratory
judgment action secking to invalidate
the patent. The Federal Circuit held
that a “substantial controversy” existed
to support declaratory judgment juris-
diction because American Orthodontics
“indicated its intent to assert its rights
under the [patent-in-suit] in the event
that Adenta failed to pay royalties under
the terms of the License Agreement.”!
In all of these decisions, some affir-
mative conduct by the defendant paten-
tee is required to establish subject matter
jurisdiction for a declaratory judgment
action. That conduct must be by the
defendant or by someone authorized by

the defendant.

UNAUTHORIZED ACTS DO
NOT SUPPORT DECLARATORY
JUDGMENT REGARDLESS OF
POST-FILING EVENTS

“Courts consistently have held that
unless an agent has actual or appar-
ent authority to assert claims of patent
infringement or to initiate suit on the
patentee’s behalf, the agent’s statements
are insufficient to create an actual con-
troversy.”®> To have apparent author-
ity, “‘[t]he appearance of authority
must be created by the principal[,]’ not

the agent.”

These fundamental legal
notions predate the Federal Circuit’s
“reasonable apprehension of suit” test,*
and are still being applied in patent

3% Below are

cases post-MedImmune.
post-MedImmune examples where these
rules apply.

In Capo, Inc. v. Dioptics Med. Prods.,
Inc., declaratory judgment jurisdiction
was based on statements from Dioptic’s
president cautioning Capo about “racing
forward to infringement” and “charging

down a path here that’s going to end up
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into a mult-million dollar lawsuit.”®

In determining whether a declaratory
judgment action is appropriate, “it is
the objective words and actions of the
patentee that are controlling.™” There
was no dispute that the company’s presi-
dent had the authority to assert claims
of patent infringement and initiate suit
against a competitor. However, if a sales
manager had made the same statements,
jurisdiction might not be proper because
it would not be reasonable to expect
such a person to have the authority to
assert patent infringement claims.”®

The case of Boler Co. v. Raydan Mfg.,
Inc., is instructive. The declaratory judg-
ment lawsuit was based on an incident
at a trade show where Boler alleged that
Rick Nissen, a marketing manager for
Raydan, approached the Boler booth
at the trade show, pointed to one of
Boler’s products and said, “That’s where
you are violating our patent.” When
Raydan’s President and CEO, Raymond
English, approached the Boler booth,
Mr. Nissen allegedly said, “I'd like you to
meet your future boss, Ray English. We
are going to own your company.”*’ Mr.
Nissen, the Raydan marketing manager
denied making these statements, and
Mr. English stated that he did not hear
any of these alleged statements.*' There
was no allegation that the Raydan CEO
made any threatening statements. The
Court noted that, “after the incident,
no one from Boler contacted Raydan’s
management to express any concern
about the [patent], to discuss any poten-
tial conflict between the parties, or to
express any concern about potential
infringement....

Instead, Boler proceeded to file its
complaint for declaratory judgment
less than one week later.”*> The Court
then noted that it did not need to
resolve the factual dispute regarding
whether the alleged statements were ever
made because “as a marketing manager,
Nissen bears no responsibility for evalu-

ating whether a competitor’s product
infringes Raydan’s patents, nor does he
have any authority to make claims of
patent infringement or to initiate suit
on Raydan’s behalf,” and it was “not
objectively reasonable” to conclude oth-
erwise.” The suit for declaratory judg-
ment was then dismissed for lack of an
actual controversy.

Thus, where a sales manager (or some-
one else unlikely to have the authority to
assert patent infringement) accuses a
competitor of infringing a patent, it may
be premature for that competitor to rush
to court to file a declaratory judgment
action without first establishing whether
these statements were actually authorized
by the company. Otherwise, the com-
petitor may be proceeding on little more
than speculation, and risks dismissal for
lack of a concrete case or controversy
for declaratory relief.* This would also
apply to where the competitor receives
hearsay reports from its customers that
do not name the person who allegedly
made the statements. Without more,
such anonymous statements should not
provide a basis for dragging a patentee
into court for declaratory judgment.

This is not to say that a competitor
would have no options to resolve the sit-
uation. For example, as suggested by the
Boler court, a competitor can improve
its chances of establishing jurisdiction by
engaging in a direct dialog with the pat-
entee (whether the company president
or another with authority) regarding the
possible controversy between the parties.
If there was a misunderstanding from
the sales meeting, or if the statement
was made but unauthorized, steps could
be taken by the patentee to avoid a reoc-
currence. In this instance, there would
be no actual controversy for purposes of
declaratory judgment. However, if the
patentee refuses to correct its employee’s
statements or if the employees continue
to make similar statements, the com-
petitor can argue the authorization is

inferred which creates an actual contro-
versy to support jurisdiction for declara-
tory relief.

A competitor could also attempt to
force the patentee to make statements
that would give rise to jurisdiction. A
competitor could assert that the pat-
ent is invalid, unenforceable, or not
infringed and demand a response from
the patentee. While the patentee could
volunteer a statement which may cre-
ate an actual patent controversy, a wise
patentee would simply decline to take
a position and say that no one has been
authorized to make charges of patent
infringement.

“A ‘controversy’ cannot be created
by challenging a defendant to state his
opinion and then disputing the defen-
dant’s conclusions.”” More would be
needed to establish an actual contro-
versy to support a declaratory judgment
action, and the competitor may have to
take a wait-and-see attitude.

In addition to the authority of the
accused actors, the timing of their actions
is also important to the question of juris-
diction. If the competitor nonetheless
files a declaratory judgment action, it
could be subject to dismissal under
Rule 12(b)(1) for lack of subject matter
jurisdiction. Even if subsequent events
occur which may establish an actual
controversy, those events cannot serve
to establish the necessary subject matter
jurisdiction for declaratory judgment at
the time suit was filed.* It is well-estab-
lished that “later events may not create
jurisdiction where none existed at the
time of filing.”¥ Therefore, in addition
to the authority of the accused actors,
the timing of their actions is also impor-
tant to the question of jurisdiction.

When confronted with allegations
of patent infringement from sources
of questionable authority, one should
refrain from jumping the gun in a forum-
seeking race to the courthouse. Instead,
the facts should be investigated, which
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may include opening a direct dialog with
someone having clear authority regard-
ing the patent. Afterwards, a determina-
tion can be made as to whether there is
a proper jurisdictional foundation under
the totality of the circumstances for
declaratory relief. =
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Could orphan works be used in
these countries as an excuse for per-
mitting insubstantial enforcement
and remedies against copyright
infringers in their countries?

9. It remains to be seen whether the
legislation will have a dispropor-
tionate impact on visual artists (like
photographers, illustrators, painters,
graphic artists and the like) since,
according to visual artists associa-
tions and organizations, visual art-
ists () commonly published work
without credit lines or because
credit lines can be easily removed,
and (ii) are generally self-employed.
According to these groups, the costs
and volume of work makes regis-
tration prohibitive.'”” These groups
further contend that publishers and
other art licensees will be less likely
to commission new work from art-
ists if they can use “orphaned”
images.

10.The Copyright Office’s “Statements
of Best Practices” for conducting
and documenting the reasonably
diligent search remains to be seen.
What will constitute a diligent
search for the copyright owner will
obviously be critical in determining
a work’s “orphaned” status.

The debate among interest groups on
both sides of the issue over the pending
orphan works legislation is expected to
intensify. =
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so appointed was acting as a de facto
officer.

In essence, the law fixes Congress’
mistake in shifting appointment author-
ity to the Director and would require the
Secretary of Commerce to make future
appointments of APJs to the BPAIL in
consultation with the Director. Most
notable is the law’s creation of a retroac-
tive defense to any challenges to the con-
stitutional authority of APJs previously
appointed by the Director.?

While an interesting constitutional
issue with potentially significant conse-
quences, as a practical matter none of
the controversy over the appointed BPAI
judges changed the way patent attorneys
practice before the USPTO on a daily
basis. It comes as no surprise, given
the potential embarrassment to both
the legislative and executive branch-
es, that Congress and the President
moved quickly to attempt to remedy
the defect Professor Duffy perceived in
the appointment process. However, the
effectiveness of the remedy remains to
be seen. Until the Federal Circuit or
U.S. Supreme Court issues a ruling on
the constitutionality of the remedy itself,
patent practitioners may still wish to
consider raising the issue in any pend-
ing or potential appeal from a BPAI
decision where the BPAI panel included
an APJ appointed by the Director after
March 2000 and prior to enactment of
the remedy into law. Regardless, this has
been yet another reminder to all patent
practitioners that small mistakes can
have big consequences. =
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