No.

In the Supreme Court of the United States

BIOMEDICAL PATENT MANAGEMENT CORPORATION,

Petitioner,
V.
STATE OF CALIFORNIA,
DEPARTMENT OF HEALTH SERVICES,
Respondent.

On Petition for a Writ of Certiorari to
the United States Court of Appeals
for the Federal Circuit

PETITION FOR A WRIT OF CERTIORARI

RiCHARD KIRK CANNON ANDREW J. PINCUS
Law Offices of Cannon & Counsel of Record

Associates Mayer Brown LLP
2 Goose Lake Drive 1909 K Street, NW
Barrington Hills, IL 60010 Washington, DC 20006
(847) 381-1600 (202) 263-3000
ANDREW J. DHUEY BRIAN D. NETTER
456 Boynton Avenue Mayer Brown LLP
Berkeley, CA 94707 71 S. Wacker Drive

(510) 528-8200 Chicago, IL 60606

(312) 782-0600

Counsel for Petitioner




1
QUESTIONS PRESENTED

1. Whether a state’s waiver of Eleventh Amend-
ment immunity in one action extends to a subse-
quent action involving the same parties and the
same underlying transaction or occurrence.

2. Whether a state waives its Eleventh Amend-
ment immunity in patent actions by regularly and
voluntarily invoking federal jurisdiction to enforce its
own patent rights.
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RULE 29.6 STATEMENT

Biomedical Patent Management Company has no
parent company, and no publicly held company owns
more than 10% of its stock.
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PETITION FOR A WRIT OF CERTIORARI

Petitioner, Biomedical Patent Management Cor-
poration (“BPMC”), respectfully petitions the Court
for a writ of certiorari to review the judgment of the
United States Court of Appeals for the Federal Cir-
cuit in this case.

OPINIONS BELOW

The opinion of the court of appeals (App., infra,
la—28a) is reported at 505 F.3d 1328. The memoran-
dum and order of the district court dismissing peti-
tioner’s complaint (App., infra, 29a—42a) is unre-
ported but is available at 2006 WL 1530177. The or-
der of the district court entering judgment (App., in-
fra, 43a) is unreported.

JURISDICTION

The judgment of the court of appeals was entered
on October 23, 2007. The jurisdiction of this Court
rests on 28 U.S.C. § 1254(1).

CONSTITUTIONAL PROVISION INVOLVED

The Eleventh Amendment to the United States
Constitution provides: “The judicial power of the
United States shall not be construed to extend to any
suit in law or equity, commenced or prosecuted
against one of the United States by citizens of an-
other state, or by citizens or subjects of any foreign
state.”

STATEMENT

States are major players in the patent market.
Many of the largest universities and research insti-
tutions are state-owned, and their inventions in-
creasingly contribute substantial revenues to the
state fisc. In recent years, states have increasingly
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turned to the federal courts to maximize the value of
their patent portfolios; through aggressive litigation,
states have won judgments and settlement awards in
the hundreds of millions of dollars.

While they embrace federal jurisdiction when it
helps them to enhance their patent revenue streams,
states simultaneously avoid federal jurisdiction when
they themselves are faced with claims of patent in-
fringement; in those circumstances, they assert sov-
ereign immunity under the Eleventh Amendment.
Although state officials acknowledge that this
asymmetry is unfair—and although it distorts the
market for inventions—they contend that the juris-
prudence of sovereign immunity entitles them to the
risk-free windfall of suing without being sued.

In companion cases decided nearly a decade ago,
this Court determined that a state’s mere participa-
tion in the federal patent system through commercial
activities could not operate as a constructive waiver
of the state’s Eleventh Amendment immunity and
that Congress had not permissibly abrogated state
sovereign immunity as to the patent laws. See Coll.
Sav. Bank v. Fla. Prepaid Postsecondary Educ. Ex-
pense Bd., 527 U.S. 666 (1999); Fla. Prepaid Postsec-
ondary Educ. Expense Bd. v. Coll. Sav. Bank, 527
U.S. 627 (1999). However, neither College Savings
Bank nor Florida Prepaid upset the settled principle
that a state waives its immunity through litigation
conduct that demonstrates its willingness to resolve
a dispute in federal court. Indeed, this Court has
since reaffirmed that principle. See Lapides v. Bd. of
Regents of the Univ. Sys. of Ga., 535 U.S. 613 (2002).

This case concerns the scope of waiver by litiga-
tion conduct. Here, California voluntarily invoked
federal jurisdiction to determine whether it was li-
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able to BPMC for infringing a patent, thereby waiv-
ing its sovereign immunity. That case, however, was
filed in an improper venue and was ultimately dis-
missed. When the case was refiled—to resolve pre-
cisely the same dispute as to the same patent be-
tween the same parties—California claimed immu-
nity. The Federal Circuit embraced California’s re-
suscitation of its once-waived immunity as to this
dispute, in essence concluding that immunity is an
artifact of a particular case, formally defined, that
lives and dies with the docket number assigned by
the clerk. The Eighth and Ninth Circuits have
adopted a different approach; in their view, waiver
attaches not to the case but to the transaction or oc-
currence at issue.

California’s effort to invoke sovereign immunity
selectively in this case is part of a larger scheme to
use the federal courts as both a sword and a shield.
California embraces federal patent jurisdiction when
it seeks to benefit but avoids that jurisdiction when
it faces liability. Through its frequent voluntary in-
vocation of federal patent jurisdiction, however, Cali-
fornia has unambiguously demonstrated that it is
generally amenable to federal jurisdiction in these
matters and has thereby waived its Eleventh
Amendment immunity.

Because of the increased willingness of states to
appeal to the federal courts for patent damages when
1t suits them, and the substantial impact that these
lawsuits have on the market for inventions, BPMC
respectfully requests this Court to resolve the uncer-
tainty surrounding the scope of waiver by litigation
conduct and to hold that California has waived its
Eleventh Amendment immunity here.



A. Background

1. The State of California has an extensive and
valuable patent portfolio. In 2006, for the twelfth
consecutive year, the United States Patent and
Trademark Office named the University of California
“the leader among the nation’s universities in devel-
oping new patents.” UC Technology Transfer Annual
Report 2006, at 3, http://www.ucop.edu/ott/gen-
resources/documents/OTTRptFY06.pdf. As of June
30, 2006, the University of California system alone
had contributed 3,316 active patents to the state’s
patent portfolio and had generated $210 million in
annual revenue. Id. at 3, 14.

California has aggressively commoditized its
patents by filing infringement actions in federal
court. Since 1990, California has been the plaintiff
voluntarily invoking federal jurisdiction in at least
21 patent suits, see App., infra, 99a—101a, and has
won several judgments and settlements exceeding
$100 million each.! Indeed, from 2000 to 2006 alone,
California obtained over $900 million in judgments
and settlements in patent-infringement actions. C.A.
J.A. 53. The state’s litigiousness is part of a con-
scious effort to increase licensing revenues; as Mi-
chael Ward, California’s outside patent counsel, has
explained, potential adversaries are “seeing that the
University of California is aggressive and [willing] to
take on people like Monsanto and get very favorable

1 See P. Lattman, Critics Take Aim At California’s Patent
Shield, WALL ST. J., Nov. 13, 2007, at B1 (“As a plaintiff alleg-
ing patent infringement, the [University of California] has set-
tled a claim against Genentech Inc. for $200 million, secured a
payment of $185 million from Monsanto Co., and won a $30 mil-
lion settlement from Microsoft Corp.”).
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settlements * ** The awareness is increasing.”

S. Qualters, University Patent Work on Upswing,
NATL L.J., Nov. 19, 2007, at 8.

While California zealously enforces its own pat-
ents in federal court, it resists answering charges
that it has infringed others’ patents, instead assert-
ing sovereign immunity under the Eleventh Amend-
ment. Since 1987, the state has invoked sovereign
Immunity to obtain dismissal of at least six federal
patent actions.?

Although California is the leader in patent litiga-
tion, it is by no means alone. Since the implementa-
tion of the PACER system in the district courts in
the 1990s, at least 32 states have filed at least 173
affirmative patent actions. See App., infra, 99a—
117a. Meanwhile, invocations of state sovereign im-
munity in patent disputes have been frequent.3

2 Lattman, supra note 1; see, e.g., Genentech, Inc. v. Regents of
the Univ. of Cal., 143 F.3d 1446 (Fed. Cir. 1998), vacated, 527
U.S. 1027 (1999); New Star Lasers, Inc. v. Regents of the Univ.
of Cal., 63 F. Supp. 2d 1240 (E.D. Cal. 1999); Regents of the
Univ. of Cal. v. Eli Lilly & Co., 119 F.3d 1559 (Fed. Cir. 1997);
Chew v. California, 893 F.2d 331 (Fed. Cir. 1990).

3 See, e.g., Fla. Prepaid Postsecondary Educ. Expense Bd. v.
Coll. Sav. Bank, 527 U.S. 627 (1999); Baum Res. & Dev. Co. v.
Univ. of Mass., 503 F.3d 1367 (Fed. Cir. 2007); Vas-Cath Corp.
v. Curators of the Univ. of Mo., 473 F.3d 1376 (Fed. Cir. 2007);
Tegic Commc’ns Corp. v. Bd. of Regents of Univ. of Tex. Sys.,
458 F.3d 1335 (Fed. Cir. 2006); Pennington Seed, Inc. v. Pro-
duce Exch. No. 299, 457 F.3d 1334 (Fed. Cir. 2006) (Arkansas);
Xechem Int’l, Inc. v. Univ. of Tex. M.D. Anderson Cancer Ctr.,
382 F.3d 1324 (Fed. Cir. 2004); Regents of the Univ. of N.M. v.
Knight, 321 F.3d 1111 (Fed. Cir. 2003); State Contracting &
Eng’g Corp. v. Florida, 258 F.3d 1329 (Fed. Cir. 2001); Jacobs
Wind Elec. Co., Inc. v. Fla. Dep’t of Transp., 919 F.2d 726 (Fed.
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2. This case concerns U.S. Patent No. 4,874,693
(filed Oct. 10, 1986) (“the ’693 Patent”), which was is-
sued for a groundbreaking advance in non-invasive
prenatal screening for fetal abnormalities such as
trisomy 21 (Down Syndrome). See App., infra, 77a—
98a. Petitioner BPMC is the sole owner of the 693
Patent. BPMC licenses the patent to institutions and
laboratories that perform prenatal screening, includ-
ing the two dominant national reference laborato-
ries—Quest Diagnostics and Laboratory Corporation
of America—and the Mayo Clinic.

California’s Department of Health Services
(“DHS”) manages the only sizable prenatal screening
program in the nation that implements the proce-
dure described in the 693 Patent without a license.
Moreover, DHS has promulgated regulations pre-
venting existing and potential licensees of the 693
Patent from practicing the invention in California
except under license from DHS. See CAL. CODE REGS.
tit. 17, §§ 65621-6527. Under the regulations, all fees
for practicing the 693 invention in California must
be remitted directly to the state. See id. § 6540.

The dispute between DHS and BPMC has re-
sulted in three lawsuits.

B. Prior Proceedings

1. In August 1997, Kaiser Foundation Health
Plan, Inc. (“Kaiser”), a subcontractor of DHS, filed an
action against BPMC in the United States District
Court for the Northern District of California, seeking

Cir. 1990); Competitive Techs., Inc. v. Fujitsu Ltd., 286 F. Supp.
2d 1118 (N.D. Cal. 2003) (Illinois).

No doubt, in the aftermath of Florida Prepaid, many addi-
tional patent holders with patent-infringement claims against
states have opted simply not to file complaints.
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a declaratory judgment of non-infringement or inva-
lidity as to the 693 Patent (“the First Action”). DHS
filed a complaint in intervention seeking the same
relief, App., infra, 66a—69a, and was allowed to in-
tervene over BPMC’s objection.

BPMC filed a motion to dismiss for improper
venue. After the motion was denied, BPMC answered
DHS’s complaint in intervention and asserted com-
pulsory counterclaims, alleging four counts of patent
infringement. Id. at 70a—76a. On reconsideration,
the district court dismissed the case for improper
venue. Id. at 54a—55a. The Federal Circuit dismissed
Kaiser’s appeal. Id. at 56a.

2. In May 1998, BPMC filed a complaint against
DHS in a proper venue, the United States District
Court for the Southern District of California (“the
Second Action”). App., infra, 61a—65a. The complaint
in the Second Action alleged the same four counts of
patent infringement that had been alleged in
BPMC(C’s counterclaim in the First Action, and it
sought the same relief. Compare id. at 63a—65a with
id. at 7T4a—7bHa.

In its answer 1n the Second Action, DHS asserted
an affirmative defense of Eleventh Amendment im-
munity. However, before that issue was resolved, the
district court granted BPMC’s motion for voluntary
dismissal without prejudice, pursuant to Fed. R. Civ.
P. 41(a)(2), so as to avoid duplicative litigation while
Florida Prepaid Postsecondary Education Expense
Board v. College Savings Bank was pending before
this Court. App., infra, 44a—53a.

C. Proceedings Below

1. In February 2006, BPMC refiled its complaint
against DHS in the United States District Court for
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the Northern District of California, alleging the same
four counts of patent infringement (“the Third Ac-
tion”). App., infra, 57a—60a.4 DHS moved to dismiss
on the basis of Eleventh Amendment immunity. The
district court granted DHS’s motion. App., infra,
29a—42a.

The court found that the waiver of sovereign
immunity in the First Action did not extend to the
Third Action, because dismissal of the First Action
was for improper venue. App., infra, 36a—37a. The
court reasoned that, because dismissal for improper
venue under Fed. R. Civ. P. 41(b) is without preju-
dice, it is equivalent to a voluntary dismissal under
Rule 41(a)(1), which “leaves the situation as if the ac-
tion never had been filed.” Id. at 36a (citing 9 Wright
& Miller, Federal Practice and Procedure § 2367, at
321 (2d ed. 1995)) (alteration and internal quotation
marks omitted).

The court further found that California had not
waived its immunity by exploiting federal courts’ ju-
risdiction in patent-infringement actions. Id. at 40a—
41a. After declaring that it was “troubled by the
University of California’s ability to reap the benefits
of the patent system without being exposed to liabil-
ity for infringement,” the court characterized
BPMC’s argument as falling “under the rubric of con-

4 Even though they concerned the same parties and the same
underlying transaction or occurrence, the First Action and the
Third Action were governed by different venue requirements.
See 28 U.S.C. §§ 1391, 1400(b); see also Emerson Elec. Co. v.
Black & Decker Mfg. Co., 606 F.2d 234, 238 (8th Cir. 1979)
(“Venue in a declaratory judgment action for patent invalidity
and noninfringement is governed by the general venue statute,
not the patent infringement venue statute.”) (citations and
footnote omitted).



9

structive waiver” and thus deemed it foreclosed by
this Court’s decision in College Savings Bank v. Flor-
ida Prepaid Postsecondary Education Expense Board.
Id. at 41a.

2. The Federal Circuit affirmed. App., infra, la—
28a. The court acknowledged that “DHS’s interven-
tion in the [First Action] constituted a waiver of its
sovereign immunity in that suit,” App., infra, 8a; ac-
cord Regents of the Univ. of N.M. v. Knight, 321 F.3d
1111, 1124-1126 (Fed. Cir. 2003), but held that,
“where a waiver of immunity occurs in an earlier ac-
tion that is dismissed,” the waiver “does not extend
to the separate lawsuit,” App., infra, 18a—19a. The
court also rejected BPMC’s contention that Califor-
nia’s patent-litigation activities effected a waiver,
agreeing with the district court that this was a “con-
structive waiver’ theory foreclosed by College Sav-
ings Bank. Id. at 27a.

REASONS FOR GRANTING THE PETITION

When a state voluntarily invokes federal juris-
diction, it 1s settled that the state’s Eleventh
Amendment immunity is waived. However, the scope
of the state’s waiver is not settled. The courts of ap-
peals have taken different approaches, and thus
there is no uniform principle governing the scope of a
state’s waiver of Eleventh Amendment immunity.

This petition presents two related questions con-
cerning the scope of such a waiver: first, whether a
waiver 1s confined to the case in which it is initially
made or instead extends to other cases involving the
same parties and the same underlying transaction or
occurrence; and second, whether a state’s repeated
invocation of federal jurisdiction to resolve issues of
patent infringement effects a waiver that extends to
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suits in which the state is sued by a party seeking to
resolve a patent dispute.

This Court should grant certiorari to settle the
law on when a state’s invocation of federal jurisdic-
tion precludes it from asserting immunity in other
cases.

I. THE COURT SHOULD GRANT CERTIO-
RARI TO DECIDE WHETHER A STATE’S
WAIVER OF ELEVENTH AMENDMENT
IMMUNITY IN ONE ACTION EXTENDS TO
A SUBSEQUENT ACTION INVOLVING THE
SAME PARTIES AND THE SAME UNDER-
LYING TRANSACTION OR OCCURRENCE

The sovereign immunity of a state “is a personal
privilege which it may waive at pleasure.” Clark v.
Barnard, 108 U.S. 436, 447 (1883). The privilege is
waived “where a state voluntarily become[s] a party
to a cause, and submits its rights for judicial deter-
mination.” Gunter v. Atl. Coast Line R.R. Co., 200
U.S. 273, 284 (1906). Once the privilege is waived, it
1s lost, as “the immunity of sovereignty from suit
without its consent cannot be carried so far as to
permit [a state] to reverse the action invoked by it
and to come in and go out of court at its will, the
other party having no right of resistance to either
step.” Porto Rico v. Ramos, 232 U.S. 627, 632 (1914).

This Court last addressed the waiver of sovereign
immunity in Lapides v. Board of Regents of the Uni-
versity System of Georgia, 535 U.S. 613 (2002). In
Lapides, the Court held that a state’s voluntary re-
moval of an action to federal court is “sufficient to
waive the State’s otherwise valid objection to litiga-
tion of a matter * * * in a federal forum.” Id. at 624.
The Court recognized that “[i]ln large part the rule
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governing voluntary invocations of federal jurisdic-
tion has rested upon the problems of inconsistency
and unfairness that a contrary rule of law would cre-
ate.” Id. at 622.

As other courts have recognized, these “problems
of inconsistency and unfairness” exist when a state
waives its immunity in one case and then attempts
to assert immunity in a case involving the same par-
ties and the same underlying transaction or occur-
rence. By adopting a contrary position, the Federal
Circuit abandoned the guidance of Lapides and
added further confusion to whether a state must be
deemed to have waived immunity in these circum-
stances. This Court should grant certiorari to settle
the issue.

A. The Decision Below Is Incorrect

1. The position adopted by the Federal Circuit is
fundamentally unfair and inconsistent with this
Court’s decision in Lapides. In Lapides, the Court
confronted the question whether a state that invokes
federal jurisdiction under 28 U.S.C. § 1441 is there-
after entitled to dismissal of the action under the
Eleventh Amendment. In concluding that a state
wailves immunity by removing an action to federal
court, this Court took a functional approach to
waiver, emphasizing “that neither those who wrote
the Eleventh Amendment nor the States themselves
* * * would intend to create th[e] unfairness” that a
contrary rule would allow. 535 U.S. at 622. A con-
trary rule, the Court explained, “would permit States
to achieve unfair tactical advantages, if not in this
case, 1n others.” Id. at 621.

The reasoning of Lapides applies equally in the
circumstances here. The same problems of “inconsis-
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tency and unfairness” that existed in Lapides exist
when a state waives its Eleventh Amendment im-
munity and then seeks to assert immunity in a case
involving the same parties and the same underlying
transaction or occurrence. For example, under the
Federal Circuit’s reasoning, a state may intention-
ally invoke federal court jurisdiction in the wrong fo-
rum—where personal jurisdiction over the non-state
party is lacking or venue is improper. Then, if the de-
fendant succeeds in dismissing the action, the waiver
becomes a nullity and the defendant is left unable to
bring a new action to resolve the identical dispute in
the proper forum. In short, the state may decide to
litigate a matter in the court of its choosing or not at
all.

A rule that entitles a state to impose a Hobson’s
choice on a private adversary is surely inconsistent
with ordinary norms of equity and justice. As a re-
sult, “those who wrote the Eleventh Amendment,”
who did not “intend to create * * * unfairness,”
Lapides, 535 U.S. at 622, could not have foreseen
that a state could legitimately condition its willing-
ness to submit a dispute to the federal courts for
resolution on a choice of venue forbidden by federal
statute. A rule of immunity that allows a state to liti-
gate on its own terms “undermines the integrity of
the judicial system][,] wastes judicial resources, * * *
and imposes substantial costs upon the litigants.”
Hill v. Blind Indus. & Servs., 179 F.3d 754, 756 (9th
Cir. 1999).

2. The Federal Circuit misapplied Lapides in
holding that a waiver in one case has no bearing on a
refiled action to resolve the same issue. The court
reasoned that “even a waiver by litigation conduct
must * * * be ‘clear,”” and that “a waiver that does
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not ‘clearly’ extend to a separate lawsuit generally
would not preclude a State from asserting immunity
in that separate action.” App., infra, 20a; accord id.
at 22a—23a. That very reasoning was rejected by this
Court in Lapides. In response to the state’s argument
that it gave no “clear” indication that it intended to
waive 1its immunity, the Court emphasized that,
where “waivers effected by litigation conduct” are at
issue, “[t]he relevant ‘clarity’” must “focus on the liti-
gation act the State takes that creates the waiver.”
535 U.S. at 620. After all, the Court explained, “a
State’s actual preference or desire” might “favor se-
lective use of ‘immunity’ to achieve litigation advan-
tages.” Ibid. In Lapides, the litigation act—
removal—was clear, and the Court proceeded to de-
termine the legal consequence of that act. See id. at
620—624. In this case, California’s motion to inter-
vene 1n the First Action over BPMC’s objection was
no less clear. The Federal Circuit’s emphasis on a
perceived lack of clarity was therefore misplaced.

The court of appeals also underestimated the po-
tential for unfairness that results from allowing a
state to litigate a dispute, if at all, in the venue of its
choosing. The court opined that “venue considera-
tions alone” are unlikely to govern a state’s decision
to assert immunity, App., infra, 22a, and that noth-
Ing in this particular case indicates that DHS had
improper motives, ibid. That reasoning fails on both
counts.

First, the importance of venue selection in litiga-
tion strategy should not be underestimated. As this
Court said in Stewart Organization, Inc. v. Ricoh
Corp., 487 U.S. 22 (1988):

Venue is often a vitally important matter, as
is shown by the frequency with which parties
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contractually provide for and litigate the is-
sue. Suit might well not be pursued, or might
not be as successful, in a significantly less
convenient forum. Transfer to such a less de-
sirable forum 1s, therefore, of sufficient im-
port that plaintiffs will base their decisions
on the likelihood of that eventuality when
they are choosing whether to sue in state or
federal court.

Id. at 39-40. The issue is particularly charged in
patent cases; as explained by the House Report on
the Court of Appeals for the Federal Circuit Act of
1981:

Patent litigation long has been identified as a
problem area, characterized by undue forum-
shopping and unsettling inconsistency in ad-
judications. * * * [T]he application of the law
to the facts of a case often produces different
outcomes in different courtrooms in substan-
tially similar cases. As a result, some circuit
courts are regarded as “pro-patent” and other
“anti-patent,” and much time and money is
expended in “shopping” for a favorable venue.

H.R. REP. NO. 97-312, at 20-21 (1981) (footnote omit-
ted); see also Patent Reform Act of 2007, H.R. 1908,
110th Cong. § 11 (as passed by House, Sept. 7, 2007);
J. Creswell, So Small a Town, So Many Patent Suits,
N.Y. TIMES, Sept. 24, 2006, § 3, at 1. Indeed, this
Court has previously granted certiorari to address
what constitutes proper venue in a patent case. See
Fourco Glass Co. v. Transmirra Prods. Corp., 353
U.S. 222, 229 (1957) (holding that “28 U.S.C.
§ 1400(b) is the sole and exclusive provision control-
ling venue in patent infringement actions”). Thus,
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the Federal Circuit was wrong in its belief that
venue is of little consequence.

Second, immunity analysis does not focus on the
state’s motives in a particular case. As this Court
recognized in Lapides, “[m]otives are difficult to
evaluate, while jurisdictional rules should be clear.”
535 U.S. at 621. Accordingly, the Court looked to the
“unfair tactical advantages” that would arise “if not
in this case, in others.” Ibid. In light of the impor-
tance of venue and other waivable procedural guar-
antees, there surely is potential for a state to secure
a litigation advantage through the selective, and in-
consistent, assertion of Eleventh Amendment immu-
nity.

B. The Decision Below Conflicts With Deci-
sions Of Other Courts Of Appeals

In addition to being inconsistent with Lapides,
the decision of the Federal Circuit conflicts with de-
cisions of other courts of appeals regarding the scope
of a voluntary waiver of Eleventh Amendment im-
munity.

1. Both the Eighth Circuit and the Ninth Circuit
have adopted a functional approach to the scope of
waiver and have held that a waiver in one action ex-
tends to an action involving the same parties and the
same underlying transaction or occurrence. In Rose
v. U.S. Department of Education (In re Rose), 187
F.3d 926 (8th Cir. 1999), the Eighth Circuit assessed
the scope of an Eleventh Amendment waiver by an
arm of the State of Missouri, the Student Loan Pro-
gram (“SLP”), which waived its immunity when it
voluntarily submitted a proof of claim in a bank-
ruptcy action. Cf. Gardner v. New Jersey, 329 U.S.
565, 574 (1947). When the debtor filed a discharge
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action as to student loans for which SLP was the
creditor, SLP claimed immunity in that “separate ac-
tion.” Rose, 187 F.3d at 929; see Fed. R. Bankr. P.
4007; see also In re Rose, 214 B.R. 372 (Bankr. W.D.
Mo. 1997) (Bankr. No. 97-42803-2 and Adversary No.
97-4120-2). The Eighth Circuit rejected SLP’s con-
tention that the bankruptcy filing and the discharge
proceeding were “separate cases for immunity pur-
poses.” Rose, 187 F.3d at 929. It held that the pro-
ceedings were “interrelated” and that “[d]isputes
arising out of the adjudication of a single debt may
be sufficiently intertwined so that a waiver in one
aspect applies to the others as well.” Ibid.

In Schulman v. California (In re Lazar), 237 F.3d
967 (9th Cir. 2001), an arm of the State of California,
the Board of Equalization (“BOE”), submitted proofs
of claims for unpaid taxes in a Chapter 11 reorgani-
zation that was subsequently converted to Chapter 7.
Id. at 971-972. After 20 reimbursement claims filed
by the debtor were denied by another arm of the
state, the Water Resources Control Board (“WRCB”),
the bankruptcy trustee filed a Petition for Peremp-
tory Writ of Administrative Mandamus against the
WRCB in state superior court, seeking payment of
the reimbursement claims. The trustee then removed
the mandamus adversary action to the bankruptcy
court pursuant to 28 U.S.C. § 1452(a), at which point
the WRCB sought dismissal under the Eleventh
Amendment. See 237 F.3d at 972-973. The Ninth
Circuit held that immunity had been waived by the
state in the bankruptcy proceeding and that the
waiver extended to the mandamus adversary pro-
ceeding. In particular, the Ninth Circuit concluded
that “the state waives its Eleventh Amendment im-
munity with regard to the bankruptcy estate’s claims
that arise from the same transaction or occurrence as
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the state’s claim” and that “the Trustee’s Mandamus
Adversary arises out of the same transaction or oc-
currence as the BOE’s proof of claim.” Id. at 978-979.
The Ninth Circuit reached that result notwithstand-
ing the formal separation between the Chapter 11
and mandamus adversary actions. See In re Lazar,
200 B.R. 358 (Bankr. C.D. Cal. 1996) (Bankr. Nos.
LA 92-39039, 92-39042 and Adversary No. LA 96-
01575).5

The pragmatic approach reflected by Rose and
Lazar stands in stark contrast to the formalistic ap-
proach adopted by the Federal Circuit in this case. If
this case had arisen in the Eighth Circuit or the
Ninth Circuit, the court of appeals would have
evaluated whether the events underlying the First
Action were sufficiently related to those underlying
the Third Action—i.e., part of the same “transaction
or occurrence’—that the state’s waiver in the First
Action must be deemed to extend to the Third Action.
The events underlying the First Action and the Third
Action are not merely related; they are identical. The

5 The Ninth Circuit has also rejected a state’s attempt to ger-
rymander a waiver of Eleventh Amendment immunity in a
slightly different context. In Embury v. King, 361 F.3d 562 (9th
Cir. 2004), the court applied Lapides to “determine * * * the
breadth of a state’s waiver of Eleventh Amendment immunity
when it removes a case from state to federal court.” Id. at 562.
The court held that, after waiving immunity through removal, a
state cannot use immunity to prevent the plaintiff from amend-
ing the complaint to add related claims. Id. at 564-565. Reject-
ing the state’s effort to “limit[]” its waiver, the court explained
that the waiver applied “to claims asserted after removal as
well as to those asserted before removal.” Id. at 564; accord
Boone v. Pa. Office of Vocational Rehabilitation, 373 F. Supp. 2d
484, 493 n.3 (M.D. Pa. 2005), appeal dismissed, No. 06-3240 (3d
Cir. Jan. 16, 2007).
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waiver in the First Action would therefore be found
to extend to the Third Action under the functional
test applied by the Eighth and Ninth Circuits. In-
deed, this would be an even stronger case for a find-
ing of waiver than Rose and Lazar, because the First
Action and the Third Action are effectively the same,
in that both sought to resolve the question whether
the same acts by DHS infringed the 693 Patent.¢

2. The First Circuit has also determined that a
waiver of Eleventh Amendment immunity in one
proceeding can extend to related proceedings. In New
Hampshire v. Ramsey, 366 F.3d 1 (1st Cir. 2004), the
New Hampshire Committee of Blind Vendors sued
the State of New Hampshire for injunctive relief
through its Department of Administrative Services.
Id. at 9. On the state’s motion, the initial complaint
was dismissed for failure to exhaust administrative
remedies. Id. at 10. Thereafter, the Blind Vendors

6 Both Rose and Lazar are bankruptcy cases. In light of this
Court’s subsequent decisions in Tennessee Student Assistance
Corp. v. Hood, 541 U.S. 440 (2004), and Central Virginia Com-
munity College v. Katz, 546 U.S. 356 (2006), there is some ques-
tion whether the issues in those cases might now be decided on
the ground that states do not enjoy Eleventh Amendment im-
munity with respect to certain aspects of bankruptcy proceed-
ings. However, Rose and Lazar applied general principles of
Eleventh Amendment waiver, and even if there would now be a
different ground for decision in those cases, there is no reason
to question the precedential effect of the decisions on the gen-
eral question of Eleventh Amendment immunity outside the
bankruptcy context. See also In re Omine, 485 F.3d 1305, 1314—
1315 (11th Cir. 2007) (affirming a bankruptcy court’s exercise of
jurisdiction over an arm of the State of Florida both because
Katz precluded the claim to Eleventh Amendment immunity
and because the state had in any event waived immunity as to
matters that “arise[] out of the same transaction or occurrence”
when it filed a proof a claim).
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pursued administrative relief that ultimately led to
review 1in federal court. Id. at 10—-13. The First Cir-
cuit rejected the state’s claim of Eleventh Amend-
ment immunity in the subsequent litigation.

In the decision below, the Federal Circuit sought
to distinguish Ramsey on the ground that “the criti-
cal act amounting to waiver of immunity” in that
case was the state’s “voluntary invocation of an ad-
ministrative process that provided for federal judicial
review.” App., infra, 18a. But that was not the only
basis for the First Circuit’s finding of a waiver in
Ramsey; the court also relied on the state’s failure to
raise an immunity claim in the earlier proceedings.
366 F.3d at 15-17. That circumstance—waiver of
Eleventh Amendment immunity in the earlier pro-
ceeding—is obviously present here. So, too, is the
other basis for a finding of a waiver in Ramsey: that
the state in effect invoked federal jurisdiction in the
later proceedings by moving to dismiss the earlier
proceedings for lack of exhaustion, an event that was
followed by the plaintiff's commencement of an ad-
ministrative process that resulted in federal-court
review. In this case, DHS can equally be said to have
in effect invoked federal jurisdiction in the Third Ac-
tion by filing the First Action in an improper venue,
an event that was followed by BPMC’s motion to
dismiss the First Action and later commencement of
the Third Action in a proper venue.

3. The decision of the Ninth Circuit in City of
South Pasadena v. Mineta, 284 F.3d 1154 (9th Cir.
2002), on which the district court principally relied,
see App., infra, at 35a—37a, and on which the court of
appeals relied to some extent, see id. at 19a—20a, is
not inconsistent with the position we advocate. In
Mineta, the court refused to find that a waiver of
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sovereign immunity in a 29-year-old case that had
been voluntarily dismissed under Fed. R. Civ. P.
41(a)(1) extended to a later action between the par-
ties. 284 F.3d at 1157-1158. Although the plaintiff
sought a ruling on whether a waiver of Eleventh
Amendment immunity may carry over to a subse-
quent action, the Ninth Circuit explicitly refused to
reach the question because of its view that voluntary
dismissal under Rule 41(a)(1) “leaves the situation as
if the action never had been filed.” Id. at 1157 (quot-
ing 9 Wright & Miller, Federal Practice and Proce-
dure § 2367, at 321 (2d ed. 1995)). The court held
that “[Rule] 41(a)(1) provides a categorical rule that
1s much broader—one that disallows the ‘carry-over’
of any waivers from a voluntarily dismissed action to
its reincarnation.” Id. at 1158. The Ninth Circuit
thus did not decide the scope of a waiver of Eleventh
Amendment immunity in City of South Pasadena.’

II. THE COURT SHOULD GRANT CERTIO-
RARI TO DECIDE WHETHER A STATE
WAIVES ITS ELEVENTH AMENDMENT
IMMUNITY IN PATENT ACTIONS BY
REGULARLY AND VOLUNTARILY INVOK-
ING FEDERAL JURISDICTION TO EN-
FORCE ITS OWN PATENT RIGHTS

By repeatedly invoking federal patent jurisdic-
tion for its own benefit, California has demonstrated
its willingness to resolve patent disputes in federal

7 Even on its own terms, the Ninth Circuit’s decision in South
Pasadena has been rejected by at least one other court of ap-
peals. In Robinette v. Jones, 476 F.3d 585 (8th Cir. 2007), the
Eighth Circuit applied a rule of collateral estoppel to hold that
a district court’s immunity orders predating a voluntary dis-
missal were binding when the case was refiled.
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court and has waived its sovereign immunity to that
extent. The Federal Circuit was wrong to conclude
otherwise. A state has the right to own patents; it
has the right to vindicate those rights in court; and it
has the right to assert Eleventh Amendment immu-
nity if it wishes to avoid being subject to the jurisdic-
tion of a federal court. But a state has no right si-
multaneously to use the federal courts to extract
revenue from industry competitors and to avoid any
responsibility in those same courts for its own ac-
tions.

The Eleventh Amendment is not a license to
print money, and those who drafted it would never
have embraced California’s exploitative interpreta-
tion, which has little to do with sovereignty and eve-
rything to do with unjust financial enrichment.
Whether California’s conduct in litigating patent
claims has effected a general waiver of its Eleventh
Amendment immunity in that area is of paramount
importance to inventors, who increasingly face mar-
ket opposition from state-owned entities seeking to
play by different rules. This Court should grant cer-
tiorari to decide the question.

A. The Decision Below Is Incorrect

All BPMC has ever sought is a level playing field
for enforcing patent rights. When a state can enter
and exit the judicial arena at its pleasure, non-state
actors are severely handicapped. And when states
manipulate the courts to gain a competitive edge in
the patent market, they jeopardize the balance
struck by Congress in creating incentives for inven-
tors to innovate by giving them a time-limited mo-
nopoly.
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1. California controls a massive machine for the
development of patents and the exploitation of their
economic potential. Among its well-known holdings
are monopoly rights covering the vaccine for Hepati-
tis-B, cochlear implants, and the nicotine patch. UC
Technology Transfer Annual Report 2006, supra, at
11. These, and the vast majority of California’s other
patent activities, are initiated within the University
of California system—which, as an arm of the state,
enjoys Eleventh Amendment immunity.® The Uni-
versity’s Technology Transfer Office purposely culti-
vates a reputation for litigiousness so as to maximize
the returns it reaps in the marketplace. See supra
pp. 4-5. It is very successful. Whereas experts esti-
mate that less than 5% of all patents are ever li-
censed commercially, see M. Lemley, Rational Igno-
rance at the Patent Office, 95 NW. U. L. REV. 1495,
1507 & n.53 (2001), California had 1811 licenses on
its 3316 active patents. UC Technology Transfer An-
nual Report 2006, supra, at 14.

A key component of the success of California’s li-
censing operation is its highly publicized propensity
for filing patent actions in federal court. Since 1990,
the state or one of its arms has filed at least 20 such
actions, including 15 patent-infringement suits. See
App., infra, 99a—101a. These cases bring in consider-
able revenue for the state and lend credibility to its
actual and implied threats of litigation during licens-
ing negotiations.

8 (alifornia has a single source of Eleventh Amendment im-
munity that is shared by all arms of the state. See In re Charter
Oak Assocs., 361 F.3d 760, 772 (2d Cir. 2004); Lazar, 237 F.3d
at 979 n.13; Wyo. Dep’t of Transp. v. Straight (In re Straight),
143 F.3d 1387, 1391 (10th Cir. 1998).
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In short, the federal courts are a vital component
of California’s efforts to extract revenue from its pat-
ent portfolio. However, when the tables are turned
and the court system becomes an inconvenient obsta-
cle, California simply invokes immunity and walks
away. See supra note 2.

The contrast between California’s behavior as an
inventor and its behavior as a user of inventions
demonstrates the manifest unfairness of its conduct.
In this case, California seeks to free-ride on a widely
adopted invention at the expense of the inventor,
who has been prevented from seeking judicial relief
against California for its own infringement—or even
from licensing the invention to private parties in the
state. See CAL. CODE REGS. tit. 17, §§ 6521-6527.
However, the state is taking a notably different tack
in Regents of the University of California v. DakoCly-
tomation California, Inc., No. 2006-1334 (Fed. Cir.
filed Mar. 30, 2006). In that case, which is before the
same federal district court—indeed the same federal
district judge—where California now claims immu-
nity, the state seeks to enjoin the manufacture and
sale of a breast-cancer detection kit that allegedly in-
fringe its own patent.

2. California’s bipolar response to patent law-
suits runs counter to this Court’s mandate in
Lapides that the benefits of sovereign immunity are
not to be used to pursue unfair and inconsistent re-
sults. Lapides spoke to how this Court’s waiver ju-
risprudence has rested on these considerations, and
how “those who wrote the Eleventh Amendment”
would never have intended to create this type of un-
fairness. 535 U.S. at 622. If it is not unfair for the
most successful exploiter of federal patent jurisdic-



24

tion to avoid defending itself under the same rules,
then that principle is without meaning.

This Court has long understood the dangers of
allowing a sovereign “to come in and go out of court
at its will.” Ramos, 232 U.S. at 632. This case pre-
sents an extreme example of that predicament. The
federal courts are not under the control of the states
and do not exist to enhance their bankrolls. They ex-
ist to adjudicate cases. And when they are hand-
cuffed by unequal authority in identical cases, the
results can be nothing but unfair.

The unfairness is not hidden. The district court
declared itself “troubled” by this phenomenon. App.,
infra, 40a. The state’s deputy attorney general
agrees: “It’s not fair but it’s the current state of the
law.” Lattman, supra note 1. Moreover, members of
this Court have acknowledged the potential for un-
fairness when firms “use patents not as a basis for
producing and selling goods but, instead, primarily
for obtaining licensing fees.” eBay v. MercExchange,
L.L.C., 126 S. Ct. 1837, 1842 (2006) (Kennedy, J.,
joined by Stevens, Souter, and Breyer, JdJ., concur-
ring). That danger is even more pronounced when
the firm is a player as large as California and seeks
to use patents as a one-way income stream.

3. Through its pervasive use of the federal courts
to resolve patent disputes, California has waived its
immunity by litigation conduct. The Federal Circuit
misunderstood BPMC’s position, conflating waiver
by litigation conduct with “constructive waiver.”
App., infra, 27a. The latter doctrine was rejected in
College Savings Bank, where this Court determined
that a state does not waive its Eleventh Amendment
immunity by voluntarily participating in a federal
program. 527 U.S. at 676—687. As this Court subse-
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quently observed in Lapides, however, “College Sav-
ings Bank distinguished the kind of constructive
waivers repudiated there from waivers effected by
litigation conduct.” 535 U.S. at 620; see, e.g., Coll.
Sav. Bank, 527 U.S. at 676 (“Nor 1s this a case In
which the State has affirmatively invoked our juris-
diction.”).

Thus, although, under College Savings Bank,
California’s mere participation in the patent market-
place does not effect a waiver of sovereign immunity,
California’s massive exploitation of the U.S. patent
system 1s not merely commercial activity. Its con-
tinuous use of the federal courts themselves de-
mands a different inquiry when evaluating Califor-
nia’s amenability to suit in those same courts.

4. This Court has a sizable jurisprudence on how
to determine whether a party has expressed a will-
ingness to submit to a court’s jurisdiction. As Justice
Kennedy observed in Wisconsin Department of Cor-
rections v. Schacht, 524 U.S. 381 (1998), “[Eleventh
Amendment] immunity bears substantial similarity
to personal jurisdiction requirements.” Id. at 394
(concurring opinion). A version of the “minimum con-
tacts” standard of International Shoe Co. v. Washing-
ton, 326 U.S. 310 (1945), is readily applicable to the
Eleventh Amendment issue here. Just as a corpora-
tion with sufficient contacts with a jurisdiction may
reasonably be required “to defend the particular suit
which is brought there,” id. at 317, a state that en-
gages in sufficient voluntary conduct in federal
courts may reasonably be required to defend similar
suits brought there. Under whatever standard is
adopted, however, California has waived its Eleventh
Amendment immunity, given the frequency with
which it has availed itself of federal patent jurisdic-
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tion in recent years. Cf. Met Life v. Robertson-Ceco,
84 F.3d 560, 569 (2d Cir. 1996) (for purposes of gen-
eral jurisdiction, “contacts are commonly assessed
over a period of years prior to the plaintiff’s filing of
the complaint”).

B. The Question Presented Is An Impor-
tant One And This Case Is The Right
Vehicle For Deciding It

Whether a state’s pervasive invocation of federal
patent jurisdiction operates to waive its sovereign
immunity is a question of fundamental importance.
California’s ubiquity in the patent marketplace redi-
rects hundreds of millions of dollars in areas that are
critical to the nation’s competitiveness in emerging
technologies and healthcare. Although California is
the leader of the states in this regard, it is by no
means alone in adopting an indefensibly asymmetric
approach to federal patent jurisdiction. Compare
App., infra, 99a, 101a—117a with supra notes 2—3. As
Judge Newman acknowledged in the aftermath of
College Savings Bank and Florida Prepaid, “there is
an increasing urgency, as the states enter the private
competitive arena governed by the laws of intellec-
tual property, to establish fair relationships and just
recourse.” Xechem, 382 F.3d at 1335 (separate opin-
ion).

Although there is no circuit conflict on this ques-
tion, that is not a basis for awaiting another case.
Because the Federal Circuit exercises exclusive ju-
risdiction over patent appeals, see 28 U.S.C.
§§ 1295(a)(1), 1338, no such conflict can or will
emerge.

Indeed, it is not clear that another case present-
ing this question will arise even in the Federal Cir-
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cuit. Litigants in patent disputes are rational market
actors. As a result, it is unlikely that another patent-
holder will pursue this same issue through the dis-
trict court and the Federal Circuit, where the deci-
sion in this case is binding precedent, simply for the
opportunity to file a petition for a writ of certiorari.
This case may therefore be the only vehicle for re-
solving the issue.

CONCLUSION

The petition for a writ of certiorari should be
granted.
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