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QUESTION PRESENTED

Did the Federal Circuit err in creating a new body
of federal common law to govern contracts assigning -
patents, in the absence of a significant conflict
between state law and any federal interest that
might justify preemption?
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i
PARTIES TO THE PROCEEDINGS

The parties named in the caption are the peti-
tioner, APP Pharmaceuticals, LLC (“APP”), and the
respondent, Navinta LLC (“Navinta”). APP was a
plaintiff and appellee in the action and appeal below.
Navinta was the defendant and appellant.

Abraxis BioScience, Inc. (“Abraxis”) was the original
plaintiff in this action. Abraxis subsequently divided
its operations into two companies (Abraxis and APP)
and transferred the rights to the patents-in-suit to
APP. The district court joined APP as a plaintiff on
March 30, 2009.

In October 2010, Celgene Corporation acquired
Abraxis. Although Abraxis remained a party of
record in the district court action and Federal Circuit
appeal, it is not named in the caption here because it
no longer has an ownership interest in the patents-
in-suit and is no longer affiliated with APP.

APP’s parent company is Fresenius Kabi Pharma-
ceuticals, Inc. No publicly held company owns 10%
or more of APP’s stock. Abraxis’s parent company
is Celgene Corporation. No publicly held company
owns 10% or more of Abraxis’s stock.
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IN THE

Supreme Court of the Bnited States

No.10-__

APP PHARMACEUTICALS, LLC,
Petitioner,
V. '

NAVINTA LLC,
Respondent.

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

PETITION FOR WRIT OF CERTIORARI

OPINIONS AND ORDERS BELOW

The Federal Circuit’s opinion ordering the case
dismissed for lack of standing is reported at 625 F.3d
1359 (Fed. Cir. 2010) and reproduced in petitioner’s
Appendix (“App.”) at la-3la. The Federal Circuit’s
order denying the petition for panel rehearing and
rehearing en banc and the concurring and dissenting
opinions accompanying that order are not yet
reported and are reproduced at App. 122a-146a. The
district court’s opinion finding the patents-in-suit
valid and infringed is reported at 640 F. Supp. 2d 553
(D.N.J. 2009) and reproduced at App. 44a-121a. The
district court’s opinion on standing is unreported and
reproduced at App. 32a-43a.
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JURISDICTION

The Federal Circuit entered its opinion ordering
the case dismissed for lack of standing on November
9, 2010. The Federal Circuit entered its order deny-
ing the petition for panel rehearing and rehearing en
banc on March 14, 2011. This petition for certiorari
is timely filed within 90 days of the order denying the
petition for panel rehearing and rehearing en banc.
This Court has jurisdiction to review the Federal
Circuit’s judgment under 28 U.S.C. § 1254(1).

STATUTORY PROVISION INVOLVED

The statutory provision involved in this case is
35 U.S.C. § 261. This statute is reproduced at App.
148a-149a,

STATEMENT OF THE CASE

The Federal Circuit’s decision in this case impro-
perly federalizes large swaths of state contract and
property law simply because the case involves
patents. This decision departs from this Court’s
precedents because no federal interest Justifies the
Federal Circuit’s broad displacement of state law
with federal common law. The decision also widens
the chasm between the Federal Circuit and the
regional courts of appeals—all of whom routinely
apply state law in similar circumstances—on an
important matter at the heart of our federal system.

The Federal Circuit’s decision also has widespread
practical and commercial implications because it
disrupts parties’ settled expectations that their choice
of state law will govern ecritical aspects of their
agreements. The decision especially threatens to
destabilize complex and large-scale transactions in-
volving patents, which are a vital engine of economic
growth.

3

A. Abraxis and APP Successfully Sued
Navinta for Patent Infringement.

This petition stems from a patent wsmibm.wgma suit
Abraxis filed against Navinta in the United States
District Court for the District of New Jersey. App.
44a. Abraxis is the predecessor-in-interest of APP,
which markets and sells the Uﬂmmwﬁrﬂ.ocmv drug
Naropin®. App. 44a. Abraxis filed ﬁrm.msn on March
15, 2007, in response to Navinta’s filing an Zug...w-
viated New Drug Application (ANDA) for a generic
version of Naropin. App. 4a.

Abraxis asserted claims under the Hatch-Waxman
Act and the Declaratory Judgment Act. App. 4a-ba.
It alleged infringement under 35 U.S.C. §§ 271(b),
271(c), and 271(e)(2). App. 4a-5a. The ﬁ..n.mm asserted
patents cover Naropin and methods of its use: U.S.
Patent No. 4,870,086 (the “086 patent”), U.S. Patent
No. 5,670,524 (the “524 patent”), and U.S. Patent No.
5,834,489 (the “489 patent”). App. 44a-4ba. The
Qmmnﬂmcﬁ court had jurisdiction over the case under 28

U.S.C. § 1338(a).

On March 30, 2009, the district court denied
Navinta’s motion to dismiss the case for ﬂmnw of
subject matter jurisdiction. App. mmm-pwm. Zmﬁbﬁ.m
argued that Abraxis lacked standing because it
allegedly did not acquire title to the patents until
several months after the complaint had been filed.
App. 37a. The question of cibmu.m.zﬁ turned on the
interpretation and effect of a series of mm.u.mmamam
and assignments that tracked the chain of title to the
patents. App. 33a-36a. Abraxis and the party from
whom it acquired the patents had agreed ar.mn New
York state law would govern the mbwmgnmam.ﬁob and
effect of these documents. App. 20a. ?mH%Ewm.gm.mm
documents under New York state law, the district
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court ruled that Abraxis had standing. App. 39a-41a.
In the same order, the district court joined APP as a
plaintiff because APP had acquired the patents from
Abraxis on December 5, 2008. App. 41a-43a.

Later that year, the district court held a seven-day
bench trial. App. 46a. On August 3, 2009, shortly
before the thirty-month statutory stay on approval of
Navinta’s ANDA expired, the district court issued a
final judgment and a comprehensive 75-page opinion,
App. 44a-121a. The district court ruled that, if the
FDA approved Navinta’s generic Naropin for sale,
Navinta and those acting in concert with it would
infringe all three asserted patents. App. 70a-120a.
The district court also dismissed Navinta’s invalidity
counterclaims with prejudice and entered an order
barring approval of Navinta’s ANDA products before
September 23, 2014, when the ’524 and ’489 patents
expire. App. 12]a.

B. Abraxis Had Acquired Title to the

Patents-in-Suit as of the Date It Filed the
Complaint.

The facts relevant to the transaction conferring
standing on Abraxis are summarized below. On April
26, 2006, Abraxis entered into an Asset Purchase
Agreement (“APA”) with AstraZeneca (“AZ-UK”), App.
34a. The APA was the “master agreement” governing
a complex $350 million transaction in which Abraxis
acquired the rights to market, sell, and license eight
pharmaceutical products, including Naropin, in the
United States. App. 33a-34a.

As part of this transaction, Abraxis also acquired
all rights to patents relating to those products,
including the patents asserted in this case. App. 33a-
34a. The APA states in part that AZ-UK:

5

f its Affiliates

hall, or shall cause one or more o :

Mom Hnwbmmou to [Abraxis), mbmdmﬁﬁmk.w& %M.MW
, and accept from [AZ- ] or its

MMMMFMMm applicable, all of the dmvr H_U.ﬂm mﬂm

wuemh.mmwm of [AZ-UK] and its Affiliates in [the

asserted patents].

The APA thus contemplated that further m%nw.
ments would be executed to paper the nﬁﬂwm_mw.m MMH@
ties considered all ﬁp.mmm presen
MW%:MMNE to be part of a mynmhmemmﬂmmmﬂmmﬁ.wm _Ww%m
ided that a es
8a-39a. The APA provide .
wowﬁumam would have the same mﬂ.mnazm date. ,HMMM
parties later agreed that the effective date was
28, 2006. App. 34a. ;
On June 28, 2006, Abraxis m.u& AZ-UK mﬁHMM .
into an Intellectual Property Assignment Agree -
(“IPAA”). App. 34a. The IPAA provided, among
other things: .
i and trans-
-UK] hereby sells, assigns, mEﬁS%m )
WMM hﬂgvamﬁmr for [Abraxis’s] sole mmm mMnWM
sive use and enjoyment, all of M\.WN-%W m_m MM. mm
i i to the an
itle and interest in and .
MM&M:mmnﬁﬁm_ Property, including [the asserted
patents]. - )
i i the patents-in-su
AA expressly identified t
_H_”MSH 3 m.BoP% the “Transferred Intellectual uuu..m.mw
Mwﬁ% ” %ﬁﬁ. 34a. Two companies controlied EQPN- o
os.b.mm these patents. App. 34a-35a. aWNQnHM.w Hhv Mﬁwm&
the ’086 patent and AstraZeneca AB (“AZ-
the ’524 and 489 patents. App. 34a-35a.

On March 15, 2007, shortly before this lawsuit was
mum% Astra L vmbm AZ-AB executed nunc pro Ma:n
mmmmm‘BEmbﬁm of the asserted patents to .PNGHMH Mﬁ
35a. The assignments provided, among other things:
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[Astra 1/AZ-AB] hereby
and transfers to [AZ-UK], for [AZ-UK’s] sole and
exclusive use and enjoyment, all of [Astra L’s/AZ-

AB’s] right, title and interest in and to [the
asserted patents].

sells, assigns, conveys

The assignments specifically referred to the APA and

expressed the parties’ intent to perfect the transfer
under the APA. App. 40a.

On November 12, 2007, Abraxis and AZ-UK
executed an additional document, App. 35a. This
document confirmed the parties’ understanding that
the prior assignments constituted an assignment of

the patents from AZ-UK to Abraxis effective on June
28, 2006. App. 35a-36a.

Each document discussed above had a choice of law
provision. App. 20a. In all instances, the parties

selected New York state law to govern contract inter-
pretation and effect. App. 20a.

C. A Divided Panel of the Federal Circuit
Ruled There Was No Standing Based
on Federal Common Law Principles of
Contract Interpretation and Effect,

Navinta appealed the district court’s judgment to
the United States Court of Appeals for the Federal
Circuit. App. 9a. The Federal Circuit had juris-
diction over the appeal under 28 U.S.C. § 1295(a)(1).

On November 9, 2010, a divided panel of the
Federal Circuit issued a precedential decision in the
appeal. App. 1a-18a. The court held that Abraxis
lacked standing to bring the lawsuit because it did
not have legal title to the asserted patents on the day
it filed suit. App. 9a-18a. In doing so, the court
refused to give effect to the parties’ agreement that

7

the transfer of the patents to Abraxis was mm.mnﬂ?mw on
June 28, 2006. App. 9a-18a. The court there MH,M
vacated w&pm district court’s ._.cmmuwmn_w and H.msmﬂ .wgh ,
the case with instructions to dismiss the case withou
prejudice. App. 17a-18a.

i i f law
assing the parties’ New York choice o
ﬁwwwmmmobm, mwm Federal Owaomwﬁ orowm QH_ MHMMMM MMMMMM
common law to interpret the re evant a men
i nts. App. 9a-18a. Application of New
@NWWNW%% “HMME rmdvamnEHmm the court to honor Swm
parties’ agreement that the transfer of the wm»mbwmo 0
Abraxis was effective on June 28, 2006. .Mw%m. _mw
23a-25a. The court acknowledged that “state b
governs the interpretation of oob.ﬁ.mnﬂm. genera m
and “the ownership of patent rights is Wwﬁnmm .W
a question exclusively for state courts. &wwhw&a.
quoting DDB Techs. L.L.C. v. MLB b&.c@:amomv m_
L.P., 517 F.3d 1284, 1290 (Fed. Cir. w%mm UHMMW
citing Speedplay, Inc. v. Bebop, Inc., 211 i ﬂﬁﬁ ﬁ%m
1253 (Fed. Cir. 2000). But the court mwmnm -the
question of whether a patent assignment ovw.. °e
creates an automatic assignment or Bmw&% mw 0 H._Mm -
tion to assign is intimately vc:bm up with the mﬂb
tion of standing in patent cases.” App. 9a, e_p .bmm
DDB Techs., 517 F.3d at 1290. The court mxw m_n d
that it has “accordingly treated [the ooﬂ?mcva :\W e
pretation question] as a matter of federal law. Pp.
9a, quoting DDB Techs., 517 F.3d at 1290.

The Federal Circuit previously had created wmm.m.w&
common law to interpret agreements . n.ob<ﬂumwmm
rights in future inventions. App. 9a-12a, owyﬂnm Mov ow
In this case, the court ?H.nrmw. me.mbmm& the re b of
federal common law by applying it ﬁo mzn M.mﬂmMméu t
assigning existing patents. >@E.<EMH O.Hm o~ rmww.
created federal common law, the Federal Circ
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that “the contractual language of the APA indicates
that the actual transfer of the asserted patents
was to occur in the future.” App. 12a. The court then
ruled that the June 28, 2006 IPAA did not transfer
the asserted patents from AZ-UK to Abraxis because
the affiliates AZ-UK controlled (Astra L and AZ-AB)

had not yet assigned those patents to AZ-UK. App.
123,

Continuing to apply federal common law, the
Federal Circuit also ruled that, even if the March 15,
2007 assignments were given retroactive effect, “title
to the asserted patents did not automatically vest in
Abraxis upon the March 15, 2007 transfer to AZ-UK
because the June 28, 2006 IPAA did not result in
an immediate transfer of ‘expectant interests’ to
Abraxis.” App. 13a-14a. According to the court, “a
subsequent written agreement was necessary,” and
the parties had formed no such contract before suit
was filed. App. 13a. The court held it was likewise
irrelevant whether the November 12, 2007 agreement
contained nunc pro tunc provisions. App. 14a-16a.

In dissent, Judge Newman disagreed with the
panel majority’s decision to nullify the parties’ choice
of law and instead federalize the issues. App. 19a-
3la. The dissent observed that “In]o special public
policy is served, and no reason exists for creating a
new commercial law, divergent from the governing
state law, when the subject of the commercial sale js
a patent.” App. 20a.

The dissent also obhserved that “the choice of law is
fundamental to this court’s ruling” because the panel
majority “do[es] not dispute that when New York law
is applied, the district court’s decision on standing
should be upheld.” App. 20a. The dissent showed
that the district court’s standing ruling correctly

_.
|

i
5
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iving effect to the
lied New York state law by giving
W%%numnﬂsm parties’ clearly-expressed intent. App.

23a-25a.

The dissent further pointed Mﬁw.ﬂwmﬁ SH.”M memm
jori its decision u
ajority could not shelter 1 . :
Wﬁmmﬁmw Circuit’s prior cases me.ﬁﬁm mmmﬂ.&m MEWm
mon law to the conveyance of rights in ﬁrc
inventions. The dissent noted that aE.Wm Hmmﬁm MMM
; i in a future invention,
is not an expectant interest 1n a vontion, Pt
nder New York law of the explici
Mwmmowcm,ﬂww patents, as in the Hn_umuwmnﬂcm.w waoﬁmﬂ%
Assignment Agreement.” >E_“ 29a. mduumwam ?M
dissent explained that, even if one mnomﬁw b
premise that federal common mm& mwa.zﬂ,._ﬂ mMMVwW“ the
jority’ isi till conflicte
anel majority’s decision s |
w,mmmam_ Circuit’s own precedent. App. 30a-31a.

D. A Divided Federal Circuit Denied
Rehearing En Banc.

The Federal Circuit denied APP’s wmemﬁwowoww
rehearing and rehearing en banc on March 14, 2 n_um
App. 122a-124a. Judge Gajarsa Aﬁrogmcﬁw.ﬁm i

: jori ini joi by Judge Linn
] majority opinion), ucwbmmm :
WM%%H Emmpdmﬂ of the panel maj 8.:%& mb% AM. ﬁmwm NUB%WW
inion concurring in the denial o reh
wwmmaﬂw.owmuﬁ. 125a-127a. Judge O.gm:.m%v joined by
Judge Newman, dissented from the denial of rehear-
ing en banc. App. 128a-146a.

The concurrence framed the issue HM M@ﬂmu%m %m
the proper boundaries between federal an Fp,m a Hmmm“
but came out on the side of federal Hm:w. . pp- 1262
127a. According to the concurrence, “[t] mﬁ vno tion
advocated by the dissent .éo&ms apply Mo.. M 2 paw
to effectively preempt federal law. Pﬁw.maH m.aiu.nr
concurrence argued that 35 US.C. § ,
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requires assignments to be in writin

: g, and the federal
law of standing mandated the application of wmmMHMH
common law to the contract issues. App. 126a. The
concurrence relied on 35 U.S.C. § 261 even ﬂ.uocmr

there was no dis
pute that all th .
ments were in writing. e relevant assign-

The concurrence further argued t “ [
mﬂmsm&dm. New York law, it is bm,ﬂ ﬁOmmwvmwM ﬁwdmw““m.v-
an interest in a patent unless one owns EM:.
patents at the time of the transfer” App Hmmmm
The concurrence concluded that “[s]tate law .nm:ﬂOm
retroactively override federal law to revive failed

agreements, thereby conferri Lo
court.” App. 127a. y rring standing in federal

The dissent, by contrast, explaij “
panel E&.@l»%.m creation of wmmmw.m_ MM&B%”MH.. T&Wﬁmm
govern assignments of existing patents conflicts n M
only saa..b [Federal Circuit] precedent, but S:MH
ch.mm...em:&dm Supreme Court ﬁwmommmbn, restricti
Emmue.& preemption of state law.” App. 128a Mﬂm
dissent observed that this Court's ﬁwmomﬁmbﬁ .mH.E.nM
mu”mmﬂt courts to create federal common Hmwa ﬁrp t
WHmEmnmm state law only where the state law @ommmmm
mwmum.EmnmE“ conflict” with a federal policy or interest

Pp. Hmmm-wmwm. The dissent pointed out that Eum
panel majority failed to identify any such conflict
yet ﬁobmﬁr&mmm created precedent that “now re E.Ho ,
the application of Federal Circuit contract _MS Mm
transfers of existing patent rights, without re E.M
for ,H.rm state law jointly chosen by the contra m
parties.” App. 128a-129a, e

The dissent also noted the serj
. : Serious consequenc
NMH% newly-minted Federal Circuit ﬁﬂmnmmwnﬁ MmﬁMm
i~ mm. 144a-145a. The dissent explained that ..EEW
eation of a new body of law to govern transfers of

t
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patent rights—one applicable in this Circuit only—
will disrupt substantial expectations with respect
to the ownership of existing patents and impose
unnecessary burdens on future transfers thereof.” ,
App. 129a. In particular, the dissent observed,
“[plarties may now be barred from pursuing claims
for infringement of patents they indisputably own
under state law, and choice of law provisions in large-
scale asset purchase agreements such as that at issue
here will become meaningless where patents are
involved.” App. 129a.

REASONS FOR GRANTING THE PETITION

The Federal Circuit’s decision in this case
improperly federalizes large swaths of state contract
and property law simply because the case involves
patents. This decision breaks sharply with this
Court’s precedents because there is no significant
conflict between state law and any federal interest
that justifies this broad displacement of state law
with federal common law. The decision also widens
the gulf between the Federal Circuit and the regional
courts of appeals—all of whom routinely apply state
law in similar circumstances—on an important
matter at the heart of our federal system. This Court
should grant certiorari to restore the boundary
between state and federal law that is required by
precedent and observed by other circuits.

The Federal Circuit’s decision also has widespread
practical and commercial implications because it
disrupts parties’ settled expectations that their choice
of state law will gavern critical aspects of their agree-
ments. The decision especially threatens to destabil-
ize complex and large-scale transactions involving
patents, which are a vital engine of economic growth.
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-If allowed to persist, the Federal Circuit’s impro-
perly redrawn boundary between state and federal
mmé wo.w contracts involving patents will also yield
Enobmpm.mmbﬂ outcomes in matters involving the same
S.m.nmmo_uob. .?Q unless balance is restored now, the
logic underpinning the Federal Circuit’s G.mmﬂoub of
new federal common law in this case likely will lead
to ».;E.armﬂ encroachments on the domain of state law
,.EBm case provides an appropriate vehicle for wmmo?..
Ing an important question of federalism and harmo-
nizing .ﬁtm rules governing patent cases with the rules
governing other federal cases in a realm of great
significance to the global economy.

A, _H_.E Federal Circuit’s Decision Conflicts
with Supreme Court Precedent that

Limits the Creation of New Federal
Common Law.

The Federal Circuit’s decision departs from this
Court’s precedents that circumscribe the authority of
wom.mwmw courts to create new federal common law
This Court has made abundantly clear that “[t]here mm.
no mm&ww& general common law.” Erie R. Co. v
Tomphins, 304 U.S. 64, 78 (1938). Rather, “judicial
creation of a special federal rule” in areas warmgmmm
reserved to state law is “limited to situations
Srmu._m there is a ‘significant conflict between some
wm%m:t policy or interest and the use of state law.”
O'Melveny & Myers v. FDIC, 512 U.S. 79, 87 (1994)
(quoting Wallis v. Pan Am. Petroleum Qoac,. 384 U.S
63, 68 (1966)). And the cases in which the n.H.mmEob.om..
such federal common law rules is justified are “few

and restricted.” Wheeldin v. Wh
651 (1963). v eeler, 373 U.S. 647,
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Here, the Federal Circuit did not even attempt
to identify a “significant conflict” between the use of
state law and any federal interest. Rather, the court
proceeded directly to federalize questions of state
contract law simply because they were “intimately
bound up with the question of standing in patent
cases.” App. 9a, quoting DDB Techs., 517 F.3d at
1290.

This Court has never endorsed such a blunderbuss
approach to the displacement of state law. Even an
“intimate” relationship with a question of federal
jurisdiction is not enough to license the creation of
federal common law. Instead, this Court’s precedents
“uniformly require the existence of [a significant]
conflict as a precondition for recognition of a federal
rule of decision.” O’Melveny & Myers, 512 U.S. at 87
(emphasis added) (collecting cases); see also Kamen v.
Kemper Fin. Servs., Inc., 500 U.S. 90, 98-99 (1991)
(“IFlederal courts should ‘incorporatle] [state law] as
the federal rule of decision,” unless ‘application of [the
particular] state law [in question] would frustrate
specific objectives of the federal programs.” . . . [TThe
Court of Appeals was not free to promulgate a federal
common law demand rule without identifying the
proper source of federal common law in this area.”)
(citations omitted). The Federal Circuit’s decision to
bypass the required analysis and generate, without
justification, a new body of federal commen law
warrants this Court’s review.

The logical implications of the Federal Circuit’s
decision are far-reaching. Questions concerning the
pwnership of an asset are often “intimately bound up
with the question of standing”—and not just in
patent cases. Determination of ownership, in turn,
ordinarily lies within the realm of state contract and
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property law. If the relationship between an owner-
ship 1ssue and a standing issue sufficed to justify the
creation of federal common law, then “we would be
awash in ‘federal common-law’ rules.” O’Melveny &
Myers, 512 U.S. at 88 (citing United States v. Yazell
382 US. 341, 347 n.13 (1966)). Without rewriting

this Court’s precedents, the Federal Circuit’s frame-
work cannot stand.

] The potential reach of the Federal Circuit’s deci-
sion also goes far beyond standing. A number of
w_mmﬁ..mH law issues depend on the resolution of
predicate questions of state contract and property
law. .H», courts were authorized to federalize these
questions based solely on their predicate status. then
cases that spawn new federal common law ,H.Emm
would no longer be “few and restricted,” but instead
would be many and unbounded.

.Z or can the presence of a patent justify the Federal
O:”nc:wm departure from this Court’s precedents.
This Court’s decision in Aronson v. Quick Point Pencil
m.uo; .%5 U.S. 257 (1979), forecloses any such rationa-
lization of the Federal Circuit’s decision. In Aronson
the Eighth Circuit had held that federal law
mﬁocﬁ displace state contract law where patent
rights are at issue. This Court reversed, explaining
that n.,EoEEmH.QE agreements traditionally are the
mwuﬁ_m_b of state law,” and that “[s]tate law is not
Emwumnmm merely because the contract relates to
intellectual property which may or may not be
patentable.” Aronson, 440 U.S. at 262. The Court
held that traditional preemption analysis applied
equally in the area of patent law: “In this as in other
fields, the question of whether federal law pre-empts
state law ‘involves a consideration of whether that
law stands as an obstacle to the accomplishment and
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execution of the full purposes and objectives of
Congress.” . . . If it does not, state law governs.” Id.
(quoting Kewanee Oil Co. v. Bicron Corp., 416 U.B.
470, 479 (1974)).

Modeling the proper inquiry, the Court in Aronson
examined whether enforcement of the contract at
issue would be inconsistent with the purposes of
the federal patent system: (1) “to foster and reward
invention”; (2) to “promote[] disclosure of inventions,
to stimulate further innovation and to permit the
public to practice the invention once the patent
expires”; and (3) “to assure that ideas in the public
domain remain there for the free use of the public.”
Id. Finding no inconsistency, the Court reversed the
Eighth Circuit’s holding that “patent law principles
governed [the parties’] contract,” and endorsed the
district court’s application of state law. Id. at 261,
263. The Federal Circuit’s decision is inconsistent
with Aronson, and this Court’s review is likewise
required to reset the boundaries of state and federal
law in the patent arena.

Beyond Aronson, this Court recently has made
clear that, wherever possible, rules in patent cases
should be harmonized with rules in other areas of the
law rather than creating exceptions unique to patent
cases. See, e.g., eBay Inc. v. MercExchange, L.L.C.,
547 U.S. 388, 394 (2006) (holding that traditional
equitable principles should govern injunction deci-
sions “in patent disputes no less than in other cases
governed by such standards”); MedlImmune, Inc. v.
Genentech, Inc., 549 U.S. 118, 132 (2007) (rejecting
rule of declaratory judgment standing that was
specific to patent cases). The Federal Circuit’s
decision runs against the grain of these recent prece-
dents, and there is no justification for the “patent
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exceptionalism” reflected in the court’s creation of

new federal common law here.

.H_r.gm Court’s non-patent cases further illustrate
.%.m incompatibility of the Federal Circuit’s decision
with this Court’s precedent. For example, in Wallis
384 U.S. 63, this Court held that state law msm
.E; federal law, governed contracts ﬁwmﬁmwmadm
,E_wmu.m.mﬁm in federally granted land rights. The Court
explained: “However fitting this approach may be
Srm.:.m a State interposes unreasonahle conditions on
assignability [of the federally granted leases], it can
have no force in this instance because Louisiana
oosmmmm&% provides a quite feasible route for trans-
ferring any mineral lease or contracting to do so
namely, by written instrument.” Wallis, 384 U.S. mm
m.w-qo. The Court thus vacated a Fifth Circuit deci-
sion that applied federal common law to the transfer

of leases obtained under the Mineral Leasi
1920. Id. at 72. ral Leasing Act of

. Like the patent rights at issue here, the land rights
in Wallis were federally granted. What is more, a
wmmmu.mﬂ. statute itself created the right to assign mrm
land rights in Wallis. This Court nonetheless held
ﬁ.pme the origin of the rights was not enough to justify
%me..omEmna of state law governing their transfer
gm.s both cases, state law was up to the task cm..
wm.ﬁﬂrnmﬂsm the transfer of the federally granted
EmEm. Wallis therefore underscores the need for
review and reversal here.

The Federal Circuit tried to justify its creation of
new w.mamHmH common law by anchoring it in its
promise to assign” line of cases. App. 9a-12a
discussing DDB Techs., 517 F.3d 1284, _mﬁmm&ﬁhau\
211 F.3d 1245; Bd. of Trs. of Leland Stanford Junior
Univ. v. Roche Molecular Sys., Inc., 583 F.3d 832,
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841-42 (Fed. Cir. 2009), affd, No. 09-1159, 2011 WL
2175210 (U.S. June 6, 2011); IpVenture, Inc. v. Prostar
Computer, Inc., 503 F.3d 1324, 1327 (Fed. Cir. 2007);
and Arachnid, Inc. v. Merit Indus., Inc., 939 F.2d 1574,
1580-81 (Fed. Cir. 1991). In those cases, the Federal
Circuit applied federal common law to the question of
whether a contract provision allocating rights in
future inventions creates an automatic assignment
(requiring no further act) or merely an obligation to
assign (requiring a further act). See generally id.

But this line of cases does not justify the creation of
federal common law here. Rather, it shows that the
present decision is not an isolated instance, and a
course correction is required. In fact, at the argu-
ment in Stanford (where the only question presented
concerned the Bayh-Dole Act), one Justice observed
that the “promise to assign” line of cases creates a
“very odd” distinction that is not ordinarily recog-
nized in state contract law. Transcript at 38. Ano-
ther Justice wrote that “[tlhe Federal Circuit [has]
provided no explanation for” the patent-specific rule
created by its “promise to assign” line of cases, even
though this represents “a significant change in the
law.” Bd. of Trs. of Leland Stanford Junior Univ. v.
Roche Molecular Sys., Inc., No. 09-1159, 2011 WL
2175210 at *15 (June 6, 2011) (Breyer, J., dissenting).
Absent this Court’s intervention, the tide of federal
common law in patent cases likely will continue to rise.

As the panel dissent observed, the panel majority’s
choice of federal law was “fundamental” to its ulti-
mate ruling because Abraxis undisputedly would
have had standing if New York law were applied.
App. 20a. Under New York law, “[t]he fundamental,
neutral precept of contract interpretation is that
agreements are construed in accord with the parties’
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intent.” Anita Babikian, Inc. v. TMA Rea

912 N.Y.5.2d 589, 599 (N.Y. App. Div. ME%\“ o
sistent .455 this principle, New York wmﬂm gives
m.mﬁ.omnﬁim effect to agreements that the parties
Eﬁmﬁm.ﬂo be effective as of an earlier date. See
e.g., Gillman v. Columbia Univ., 859 N.Y.S.2d 894
(N.Y. Sup. Ct. 2008) (unreported); Viacom Intl Inc
v. Tandem Prods., Inc., 368 F. Supp. 1264 Hmﬁw
(SD.N.Y. 1974). As the district court and the dissent
explained, the parties clearly intended and expressl

stated that all the relevant transactions were mm,moa.«w
as of June 28, 2006, before suit was filed.

By contrast, the federal common law rule minted
_.o% the panel majority denies effect to the parties’
Eﬂﬁmn. The panel majority instead imposed a wooden
requirement that all the relevant assignments be
@wummuom:% executed in sequential order regardless of
their effective dates. The application of federal
common law thus resulted in an outcome different
from that which state law would have demanded and
what contracting parties would legitimately expect.

Moreover, regardless of the ultimate ou i
Oc:l.um precedents required the panel to MMMWMMHWM
question under state law. In applying state law to
contracts, this Court has explained that “[wlhether
latent wmmm.wm_ power should be exercised to displace
state law is primarily a decision for Congress,” not
the courts. Wallis, 384 U.S. at 68. The panel
wb&oﬁ&mm decision to create new federal ocd:bow law
in the realm of contracts and property usurped
ﬁ-m wmmmm of both the states and Congress Wmmﬂmnw
principles of federalism and separation of H.uoﬁmu.m are
thus at stake. Review is warranted to ensure fidelit
to fundamental principles of our federal system EWmM

i
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federal courts exercise their limited powers under
Article IIL.

B. The Federal Circuit’s Decision Conflicts
with Decisions of Other Circuits that
Faithfully Apply State Contract Law Even
Though the Subject of the Transaction
Has a Federal Dimension.

The Federal Circuit’s burgeoning practice of unjus-
tifiably federalizing issues of state contract and prop-
erty law also creates a cireuit split. No other court of
appeals has embraced the Federal Circuit’s expansive
approach toward federal common law. A nationally
uniform approach will ensure a consistent boundary
between state and federal law across jurisdictions
and subject matter areas. It will also prevent results
that are not only inconsistent but irrational, such as
forcing a district court to treat the patent elements of
an asset purchase agreement under federal common
law whereas copyright, trademark, and other
elements are treated under state law.

The other courts of appeals have consistently held
that state law governs the interpretation and effect of
contracts, even when there are important federal
interests at stake. See, e.g-, Bank of N.Y. v. First Mil-
lennium, Inc., 607 F.3d 905 (2d Cir. 2010) (applying
state law to interpretation of note owner’s deal with
trust managed by federal agency); Hatco Corp. v.
W.R. Grace & Co., 59 F.3d 400 (3d Cir. 1995) (holding
that contracts addressing parties’ obligations under
federal regulation are governed by state law); James
v. Circuit City Stores, Inc., 370 F.3d 417 (4th Cir.
© 2004) (applying state law to interpretation of tolling
agreement addressing federal constitutional rights};
Compliance Source, Inc. v. GreenPoint Mortg. Fund-
ing, Inc., 624 F.3d 252 (5th Cir. 2010) (applying state
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law to interpretation of agreement to license copy-
righted technology); Autormation By Design, Inc. v.
Raybestos Prods. Co., 463 F.3d 749 (7th Cir. 2008)
(interpreting copyright licensing agreement under
state law); Connect Comm’cns Corp. v. Sw. Bell Tele-
phone, L.P., 467 F.3d 703 (8th Cir. 2006) (interpret-
ing contract under state law, even though “federal
law plays a large role in this dispute”); Conrad v. Ace
Prop. & Cas. Ins. Co., 532 F.3d 1000 (9th Cir. 2008)
(construing federal contracts under state law); United
States v. Dunn, 557 F.3d 1165 (10th Cir. 2009)
(interpreting deeds issued by federal government as
contracts under state law); In re Chira, 567 F.3d 1307
(11th Cir. 2009) (applying state law to interpretation

of settlement agreement arising from bankruptcy
proceedings).

The other courts of appeals also recognize that
state law controls predicate questions bound up
with standing, even in cases involving federal causes
of action. See, e.g., Ahcom, Ltd. v. Smeding, 623 F.3d
1248, 1250 (9th. Cir. 2010) (“Although federal bank-
ruptcy law applies to this action, state law deter-
mines whether a claim belongs to the trustee or to
the creditor.”); Williams v. Bradshaw, 459 F.3d 846,
848 (8th. Cir. 2006) (“Federal courts are to apply
state law in deciding who may bring a § 1983 action
on a decedent’s behalf.”); Struogo v. Bassini, 282 F.3d
162, 168 (2nd. Cir. 2002) (“Every other court of which

 we are aware that has considered the question of

shareholder standing under the ICA has concluded

~ that the rule in Kamen controls and that state law

applies.”) (collecting cases).

Here, the Federal Circuit acknowledged that “state
law governs the interpretation of contracts gener-
ally” App. 9a, quoting DDB Techs., 517 F.3d at
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1290. But it then created and applied new federal
common law to interpret the relevant assignment
agreements simply because patents were W:S?mm.
and standing was at issue. App. 9a-17a. No cﬁ.ﬁw
court of appeals creates exceptions to the application
of state law simply because of the federal character of
the underlying right or issue presented. This Court
should grant certiorari to resolve this conflict among
the circuits. ,

C. The Federal Circuit’s Decision Has
Significant Consequences for Many
Transactions Involving Patents.

The practical consequences of the Federal Omﬁ.u.hmm
decision are far-reaching. The decision destabilizes
intellectual property transfers—particularly transfers
of existing patents-—that rest on the expectation that
state law will apply. Parties’ carefully negotiated
choices to have a particular state’s law govern
their contracts will be supplanted by a judicial choice
that federal common law should govern the patent
dimensions of their transactions. If federal common
law is now applied to these agreements, then many
patent assignments may be unraveled, with GE.BE
effects on the economic investments and relation-
ships built on these assignments.

The destruction of reliance interests will plague Ewﬁ
only parties’ agreements on effective date provi-
sions—a widely-used tool in intellectual property
transfer agreements—but other key contract terms
as well. See, e.g., JONATHAN E. MOSKIN & I. FRED
KOENIGSBERG, COMMERCIAL CONTRACTS: STRATEGIES
FOR DRAFTING AND NEGOTIATING § 20.09[B] (Morton
Moskin ed., 2010) (“Assignment agreements can be
structured to permit the seller’s cure of any defects in
title after the agreement has been concluded . . . .
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These flexible arrangements are helpful in deals
where full due diligence may be prohibitively expen-
sive before the transaction, but there is no question
that the parties expressly agree on the complete
transfer of the acquired rights.”).

Parties to future intellectual property transfers
likewise need certainty about whether federal courts
will honor or disregard their express intent. See
Kamen, 500 U.S. at 98 (“The presumption that state
law should be incorporated into federal common law
1s particularly strong in areas in which private
parties have entered legal relationships with the
expectation that their rights and obligations would be
governed by state-law standards.”); Bd. of Trs. of
Leland Stanford Junior Univ., 2011 WL 2175210, at
*15 (Breyer, J., dissenting) (observing that application
of the Federal Circuit’s “promise to assign” line of
cases “brings about an interpretation contrary to the
intention of the parties to the . contract,” and
creates “a technical drafting trap for the unwary”).
The uncertainty spawned by the Federal Circuit’s
decision will inhibit transfers of patents, and hence
diminish their value.

Given the inherent unpredictability of the course of
federal common law, it is not enough simply to leave
parties to contract against the backdrop of the
Federal Circuit’s new common law rule. Moreover,
the mandatory application of federal common law
deprives parties of the freedom to contract under the
auspices of their chosen body of law., The Federal
Circuit’s rule also will result in the anomalous and
confusing situation of having the part of a trans-
action involving patents governed by federal common
law while other parts are governed by the parties’
chosen state law.
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The decision in this case abrogates principles of
federalism, limits freedom of contract, and impairs
economic value—all without warrant in law or policy.
The proper boundary between federal and state law
in this important realm should be restored now.

CONCLUSION
The petition for certiorari should be granted.
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