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U.S. SUPREME COURT DECISION PERMITS PATENT CHALLENGES
BY LICENSEES
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On January 9, 2007, the U.S. Supreme Court opened the door to allowing a
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owner. MedImmune, Inc. v. Genentech, Inc., No. 05-608, slip op. (Jan. 9, 2007).
Specifically, the Court ruled that MedImmune need not cease payment of
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a declaratory judgment action challenging the validity of the licensed patent.

gbest@foley.com

The Court, however, limited its holding to the question of whether or not the
case had been properly dismissed for lack of subject-matter jurisdiction, and
did not address the effect of various prior decisions and the common-law of
contracts on the substantive issues in the case. The net effect of the Court’s
decision will be to facilitate challenges to patent validity by permitting
licensees to seek judgments of invalidity.
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patent was invalid, unenforceable, and not infringed. The district court
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dismissed MedImmune’s suit because it was a licensee in good standing and,
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therefore, had no basis to fear being sued by Genentech. The U.S. Court of
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Appeals for the Federal Circuit affirmed.
In reversing the lower courts, the U.S. Supreme Court extended its precedent
holding that a person need not break the law and risk incurring a penalty in
order to have standing to challenge the law’s constitutionality or application.
The Court held that a licensee need not breach the license and infringe the
patent to have standing to seek a declaratory judgment and that it should not
have to pay royalties.
The Court, however, did not address the substantive contract law questions
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that might preclude MedImmune for prevailing on its challenge. While the Court did note that "[p]romising to pay royalties on
patents that have not been held invalid does not amount to a promise not to seek a holding of their invalidity," it expressly
noted that Genentech’s arguments regarding the common-law of contracts and the scope of the U.S. Supreme Court’s earlier
decision in Lear, Inc. v. Adkins, 395 U.S. 653 (1969), concerned the substance of the case and not whether or not Article III
jurisdiction exists. The Court’s language, however, strongly suggested that it would find in MedImmune’s favor on these
issues. More significantly, the Court suggested that the Federal Circuit’s basic test for determining whether a declaratory
judgment action is appropriate is flawed. The Court stated the Federal Circuit’s reasonable apprehension of suit standard
conflicts with several earlier U.S. Supreme Court decisions.
Those who view the patent system with skepticism are likely to applaud this result. The Court’s decision, however, creates
the possibility that disputes that had been settled by licensing arrangements will be reopened in litigation. Thus, this
decision potentially raises more issues than it resolves.

Foley & Lardner LLP is ranked among the top 10 IP litigation firms in the US according to recent surveys by IP Law & Business. Our IP Litigation Practice
combines the experience of commercial litigators and intellectual property attorneys to represent clients in protecting their significant IP assets. Using
effective, efficient trial advocacy and technological and patent law capabilities, our team develops IP management strategies that complement each client’s
overall competitive strategy. We help companies enforce and protect their patents, trademarks, copyrights, and trade secrets against confusion, piracy,
counterfeiting, copying, and dilution in the marketplace by establishing appropriate and cost-effective policies for this protection.
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