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Patently

CLEAR
Jurisdiction for declaratory relief in
patent controversies does not arise
from mere notice by the patentee

ntil recently, patentees could jawbone about how their patents cover
a competitor’s product without fear
that the competitor would haul
them into court for a declaratory judgment of
noninfringement or invalidity—so long as
the patentees were expressing their view in the
context of negotiating a patent license. This
was because courts in patent cases looked to
whether a patentee’s words and deeds had led
to the plaintiff’s “reasonable apprehension”
that it was facing a patent infringement suit—
the impetus for the plaintiff seeking a declaratory judgment. The Federal Circuit generally
held that this requirement was not met when
the patentee was offering a patent license.1
Last year, however, the U.S. Supreme
Court expanded jurisdiction for initiating a
declaratory judgment action involving a
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patent. A “reasonable apprehension of suit”
is no longer required.2 A plaintiff now need
only show “a substantial controversy,
between parties having adverse legal interests,
of sufficient immediacy and reality to warrant the issuance of a declaratory judgment.”3
The Federal Circuit has also confirmed that
there is no longer a safe haven for patent
license negotiations,4 so a patentee should
tread lightly to avoid the risk of a declaratory
judgment. Indeed, a substantive discussion
regarding a patent’s scope by the patentee
could create a sufficient controversy to allow
a prospective licensee to seek a declaratory
judgment of patent noninfringement and/or
invalidity to clear away the cloud of a patent
hanging over its product. 5 Nevertheless,
something beyond merely giving notice of a
patent is required to create the necessary

“case or controversy” for declaratory judgment jurisdiction.
In MedImmune, Inc. v. Genentech, Inc.,
the licensor made a specific demand on a
licensee for payment under an existing patent
license based on a newly issued patent covered by that license.6 The licensee made the
payment under protest and then filed suit
seeking declaratory judgment that the patent
was invalid. The Federal Circuit had previously ruled that there was no “reasonable
apprehension of suit” to support declaratory
relief because a licensor cannot sue a licensee
who is making royalty payments.7 The U.S.
Supreme Court reversed and held that the
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jurisdictional requirements of a case or controversy were met by the patentee’s demand
for payment based on a newly issued patent
covered under an existing patent license
between the parties.8 The coercive nature of
this demand under the patent license preserves the licensor’s right to challenge the
legality of the claim.9
After the MedImmune decision, the
Federal Circuit stated in SanDisk Corporation
v. STMicroelectronics, Inc., that “declaratory 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
patentee.” 10 Although
SanDisk did not define the
outer boundaries of declaratory judgment jurisdiction, something more
than merely approaching a
prospective licensee for
negotiation was required.
That something more in
SanDisk included a detailed
claim chart comparing the
patents with the products,
which the patentee presented during the patent
license negotiations.11

asserted that an actual controversy would
likely exist as an inevitable result of a patent
license negotiation:
If a patentee offers a license for a fee,
the offer typically will be accompanied by a suggestion that the other
party’s conduct is within the scope of
the patentee’s patent rights, or it will
be apparent that the patentee believes
that to be the case. Offers to license a
patent are not requests for gratuitous
contributions to the patentee; the rationale underlying a license offer is the
patentee’s express or implied suggestion that the other party’s current or
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Actual Controversy
Having abolished the safe
haven for patent license
negotiations, the Federal
Circuit further held in
SanDisk that a prospective
licensee could unilaterally
end unproductive license
negotiations and immediately file for declaratory
relief:12 “A party to licensing negotiations is of
course within its rights to terminate negotiations when it appears that they will be unproductive.”13 The declaratory plaintiff also will
continue to have the option of later resuming
license negotiations as part of settlement discussions for the litigation it initiated—provided that the declaratory plaintiff does so in
good faith rather than as a bald attempt to gain
negotiation leverage over the patentee.14
The Federal Circuit also suggested that the
patentee and prospective licensee could have
entered into a suitable confidentiality agreement establishing that the license negotiations could not be used to form the basis for
a declaratory judgment action.15 The concurring opinion by Judge Bryson, however,
suggested that only a party that was not
interested in bringing a declaratory judgment
action would enter into such an agreement.16
Moreover, Judge Bryson’s concurrence

planned conduct falls within the scope
of the patent. Therefore, it would
appear that under the court’s standard
virtually any invitation to take a paid
license relating to the prospective
licensee’s activities would give rise to
an Article III case or controversy if
the prospective licensee elects to assert
that its conduct does not fall within the
scope of the patent.
[A]ll the prospective licensee has
to do in order to dispel any doubt [of
a justiciable controversy] is to inquire
of the patentee whether the patentee
believes its activities are within the
scope of the patent. If the patentee
says “no,” it will have made a damaging admission that will make it very
hard ever to litigate the issue, and thus
will effectively end its licensing efforts.
If it says “yes” or equivocates, it will

have satisfied the court’s test and will
have set itself up for a declaratory
judgment lawsuit.17
When the patentee has expressly identified
both a patent and a product to a prospective
licensee but then equivocates on whether the
patent covers the product, the patentee is
arguably using the patent as a “‘scarecrow’…in Learned Hand’s phrase,” which
can create an actual controversy for declaratory judgment.18 While declaratory judgment
jurisdiction generally will not arise based on
mere knowledge of a patent, once the patentee sets the stage by identifying a patent and
a competitor’s product, a dispute over the
scope of the patent in covering the product can establish jurisdiction for a
declaratory judgment lawsuit.
In another recent decision, Sony Electronics, Inc.
v. Guardian Media Technologies, Ltd., the Federal
Circuit held that there was
an actual controversy
between Sony and Guardian based on unsuccessful
license negotiations.19 A district court, however, also
has discretion to decline
jurisdiction for a declaratory judgment action filed
for an improper purpose.
In this case, the district
court did so, with the
improper purpose identified
as an attempt to gain negotiation leverage over the
patentee.20 While the pendency of declaratory judgment litigation may have
adversely affected the patentee’s licensing negotiations with third parties, the Federal Circuit held in this case that
there was no evidence of an improper motive
for seeking declaratory judgment.21
This decision was distinguished from a
prior Federal Circuit decision in EMC
Corporation v. Norand Corporation, in which
the declaratory judgment plaintiff had called
the defendant the day after the suit was filed
“and explained that the declaratory judgment complaint had been filed as ‘merely a
defensive step’ and that [the declaratory plaintiff] ‘would like to continue to discuss with
[the patentee] all the options hopefully in a
more meaningful manner over the near
term.’”22 Based on these affirmative statements by the declaratory plaintiff, the district
court in EMC could appropriately exercise its
discretion to decline jurisdiction over a
declaratory judgment motion filed “as a tactical measure…in order to improve [the plainLos Angeles Lawyer December 2008 33

tiff’s] posture in the ongoing negotiations—
not a purpose that the Declaratory Judgment
Act was designed to serve.”23 These facts
were not present in Sony.
The door was left open, however, for the
district court to exercise its discretion to
decline jurisdiction for declaratory judgment
on other grounds. In remanding the case, the
Federal Circuit suggested that, in deciding
“whether entertaining the cases would be
consistent with both the purposes of the
Declaratory Judgment Act and principles of
wise judicial administration,” the district
court may wish to take into account that the
patents-in-suit were undergoing reexamination at the request of the declaratory plaintiff, who had also requested a stay of the litigation pending the outcome of the
reexamination proceedings.24
In Micron Technology, Inc. v. MOSAID
Technologies, Inc., MOSAID’s patented
DRAM technology was placed at issue based
on MOSAID’s activities regarding declaratory
plaintiff Micron and other DRAM manufacturers.25 Even though there had been a
four-year interval between MOSAID’s warning letters to Micron and its filing for declaratory judgment, MOSAID’s behavior toward
other DRAM manufacturers during that
period “suggested that MOSAID would sue
Micron” as well.26 In particular, “after receiving several threats itself, Micron watched
MOSAID sue each of the other leading
DRAM manufacturers.”27 MOSAID also
publicly stated in its annual report that
“MOSAID believes that all companies which
manufacture DRAM products…use
MOSAID’s patented circuit technology,” and
confirmed its intent to aggressively assert its
IP portfolio.28 The Federal Circuit concluded
that, under the totality of the circumstances,
the patentee’s activities were sufficient to
establish a substantial controversy that warranted declaratory judgment.29

Outer Boundaries of Jurisdiction
This year, the Federal Circuit in Prasco LLC
v. Medicis Pharmaceutical Corporation found
that the outer boundaries of declaratory judgment jurisdiction were exceeded. 30 The
declaratory plaintiff, Prasco, alleged three
separate bases for declaratory judgment: 1)
Medicis refused Prasco’s request for a
covenant not to sue under the patents-insuit, 2) Medicis had previously sued Prasco
on a different product for infringing an unrelated patent, and 3) Medicis marked its own
products with the patent numbers of the
patents-in-suit.31
The Federal Circuit noted that jurisdiction
for declaratory judgment generally will not
arise without some affirmative action by the
patentee relating to the accused product, and
no affirmative actions were present in this
34 Los Angeles Lawyer December 2008

case. 32 Indeed, Medicis was unaware of
Prasco’s product when Prasco originally filed
for declaratory judgment. 33 The Federal
Circuit held that the facts alleged by Prasco
did not establish a defined, preexisting dispute
between the parties.34
First, Medicis’s refusal of Prasco’s request
for a covenant not to sue, while “one circumstance to consider in evaluating the totality of
the circumstances,” was not sufficient in this
case to create an actual controversy for declaratory judgment.35 Medicis had declined Prasco’s
request for a covenant not to sue without any
comment as to whether Prasco infringed the
patent-in-suit.36 According to the court, “A
patentee has no obligation to spend the time
and money to test a competitor’s product nor
to make a definitive determination, at the time
and place of the competitor’s choosing, that it
will never bring an infringement suit.”37
Although not discussed in the Federal Circuit’s
decision, other courts have also held that “[a]
‘controversy’ cannot be created by challenging
a defendant to state his opinion and then disputing the defendant’s conclusions.”38
Second, while “prior litigious conduct is
one circumstance to be considered in assessing whether the totality of the circumstances
creates an actual controversy,” Medicis’s
prior litigation was “one prior suit concerning different products covered by unrelated
patents.”39 This circumstance was “not the
type of pattern of prior conduct that makes
reasonable an assumption that Medicis will
also take action against Prasco regarding its
new product.”40 The court’s finding is distinguishable from the Micron case—in which
the patentee had sued competitors of the
declaratory plaintiff over the same patented
technology 41 —as well as from preMedImmune decisions that involved patentees who had previously filed trade secret
lawsuits over the same technology.42
Third, Medicis’s marking of its own product with the patent numbers of the patentsin-suit “provides little, if any evidence that
[the patentee] will ever enforce its patents.”43
This did not establish declaratory judgment
jurisdiction because patent marking simply
provides constructive notice of the patent to
the public under 35 U.S.C. Section 287(a).44
The ruling also is consistent with the statement in SanDisk that “declaratory judgment
jurisdiction generally will not arise merely
on the basis that a party learns of the existence
of a patent owned by another.”45
Moreover, finding that patent marking is
insufficient to confer jurisdiction for declaratory judgment is not inconsistent with recent
Federal Circuit cases regarding declaratory
judgment in which a patentee listed specific
patents in regulatory filings for pharmaceuticals under the Hatch-Waxman Act. In the
highly regulated pharmaceutical environ-

ment, “a manufacturer is not permitted to
market a drug without FDA approval.”46
For example, in Teva Pharmaceuticals
USA, Inc. v. Novartis Pharmaceuticals Corporation, the patentee Novartis had listed
five patents in the FDA’s Orange Book in
connection with its Famvir drug.47 The court
noted, “By so doing, Novartis represent[ed]
that ‘a claim of patent infringement could reasonably be asserted if a person not licensed
by the owner engaged in the manufacture, use
or sale’ of generic famciclovir covered by the
claims of its listed Famvir® patents.”48 The
declaratory plaintiff Teva had filed an
Abbreviated New Drug Application (ANDA)
under the Hatch-Waxman Act and certified
that its drug did not infringe any of the five
patents Novartis listed in its Orange Book listing.49 Novartis filed a patent infringement
suit against Teva based on one of the five
patents listed in the Orange Book. 50 In
response, Teva brought a declaratory judgment action regarding the other four patents
Novartis had listed in the Orange Book to
establish “patent certainty.”51
The Federal Circuit held that Novartis’s
selective patent suit created “uncertainty as
to Teva’s legal rights under its ANDA.”52
Furthermore, “[t]he legislative history of the
ANDA declaratory judgment amendment
explicitly states that the ‘uncertainty’ caused
by a brand-name company when it chooses
to sue on only selective patents submitted in
a single ANDA is an injury sufficient to support a justiciable controversy.”53 In view of
these circumstances, “Teva’s injuries are
traceable to Novartis’ conduct and those
injuries can be redressed by a favorable judicial decision,” so there was jurisdiction for
declaratory relief.54
Similarly, in Caraco Pharmaceutical
Laboratories, Ltd. v. Forest Laboratories,
Inc., the patentee Forest listed its patents in
the FDA’s Orange Book, and the declaratory plaintiff Caraco submitted an ANDA.55
The patentee unilaterally granted a covenant
not to sue on certain patents listed in the
FDA’s Orange Book, and “in the ordinary
infringement context,…a covenant not to
sue allows the recipient to enter the marketplace.”56 Under the Hatch-Waxman Act,
however, Caraco still could not enter the
generic drug market, even with Forest’s
covenant not to sue, because Caraco could
only obtain FDA approval after the expiration of the relevant patents listed in the
Orange Book, or by obtaining a judgment
that those patents are invalid or not
infringed.57 Because Caraco’s ANDA could
be delayed under the Hatch-Waxman Act, this
created “an independent barrier to the drug
market that deprives Caraco of an economic
opportunity to compete,” and “the creation
of such barriers to compete satisfies the cau-

sation requirement of Article III standing.”58
While affirmative acts under the HatchWaxman regulatory regime can create barriers to competition in the pharmaceutical drug
market that can justify jurisdiction for declaratory judgment, the public notice function of
patent marking creates no such barrier to
entry. Even if a competitor perceives a risk of
infringement upon learning of an adversely
held patent, declaratory judgment jurisdiction
generally will not arise merely on that basis
alone.

Affirmative Act
Under the totality of the circumstances, one
of the threshold issues in determining declaratory judgment jurisdiction remains whether
there has been an affirmative act by the patentee that creates an actual controversy of sufficient immediacy and reality. The requisite
affirmative act need not be much, but it
should be something more than a mere notice
letter informing a competitor of a patent.
A recent district court decision, Geospan
Corporation v. Pictometry International
Corporation, is illustrative. Pictometry sent
a letter to Geospan stating that “it seems
that the GEOVISTA oblique imagery products
may incorporate the technology covered by
this patent.…We would appreciate it if you
would review the attached patent and let us
know specifically how your oblique imagery
products and services differ from the patented
technology.”59 A week later, Geospan said it
was seeking input from its attorney and would
“provide a detailed response as soon as possible.”60 A month later, having not received
any further communication from Geospan,
Pictometry sent another letter requesting that
“the promised ‘detailed response’” be provided within two weeks.61 Ten days later,
Geospan filed suit against Pictometry for
declaratory judgment of noninfringement
and invalidity.62 The district court held that
there was no jurisdiction for declaratory judgment because “Pictometry’s letter to Geospan
was a means of gathering information regarding potential infringement, not an assertion
of an already determined legal interest adverse
to Geospan.”63
Pictometry’s letter arguably did little more
than provide notice of the patent, so it is
akin to the situation in Prasco involving
patent marking, in which there was no actual
controversy. Also, the circumstances in
Pictometry did not involve “the recipient of
an invitation to take a patent license [who]
elects to dispute the need for a license and then
to sue the patentee,”64 because Geospan
elected to sue the patentee instead of first
engaging Pictometry in a debate over whether
the patent covered Geospan’s product.
Had Geospan engaged Pictometry in such
a debate, even an equivocal answer to an

inquiry as to whether Pictometry believed
Geospan’s activities to be within the scope of
the patent could have been sufficient to establish an actual controversy for declaratory
judgment according to Judge Bryson’s concurring opinion in SanDisk.65 On the other
hand, Pictometry could have argued that
since its letter had requested information
from Geospan to resolve the question of
potential infringement, a refusal to take a
definitive position until it received additional
information should not create an actual controversy. Notwithstanding Judge Bryson’s
concurring opinion in SanDisk, this hypothetical seems to present a close question on
jurisdiction for declaratory judgment.
While patentees traditionally have jawboned about how a patent covers a competitor’s products to encourage license negotiations, this approach leaves the patentee
vulnerable to a declaratory judgment action
later if a license agreement is not consummated. Therefore, a patentee should defer
this tactic until after the parties enter into a
suitable confidentiality agreement under
SanDisk. An incentive for the prospective
licensee to enter into such an agreement could
be that the prospective licensee may otherwise
have few options to directly address the patent
should the patentee effectively avoid substantive discussion of the patent in connection
with the prospective licensee’s commercial
activities—especially if the patentee only gives
notice of the patent without linking it to a specific product of the prospective licensee.
The prospective licensee could have a
patent attorney review the patent and give an
independent opinion on its scope in relation
to the prospective licensee’s products. The
stronger the patent (or the more profitable the
product potentially at risk), the more likely
the prospective licensee will agree to a
SanDisk confidentiality agreement in order to
negotiate for the certainty that a license may
provide.66 As a practical matter, whether a
patentee will be able to obtain a suitable confidentiality agreement depends on the relative
bargaining power of the parties.
■
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the American Intellectual Property Law Association
(AIPLA), even for a patent matter valued at less than
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