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VENUE IN PATENT CASES
INTHE YEAR SINCE THE
SUPREME COURT'S TC
HEARTLAND DECISION

RACHEL C. HUGHEY AND ZACH KACHMER

n May 22, 2017, the U.S. Supreme Court’s decision in 7C Heartland overruled a 27-year-

old precedent governing patent venue. In 1990, the Federal Circuit held in VE Holding

Corp. v. Johmson Gas Appliance Co. that the use of the word “reside” in the patent venue

statute, § 1400, should be interpreted the same way as courts interpret its use in the general
venue statute, § 1391.! Under the general venue statute, “a defendant that is a corporation shall be
deemed to reside in any judicial district in which it is subject to personal jurisdiction at the time the
action is commenced.” For corporations selling products across the country, the Federal Circuit’s
interpretation of the patent venue statute effectively allowed plaintiffs to sue for patent infringement
in a jurisdiction of their choice. Over time, the Eastern District of Texas became a popular forum for
patent litigation because it was perceived as being plaintiff-friendly.

With the TC Heartland opinion, the Supreme Court effectively
overruled VE Holdings by holding that, for the purposes of the pat-
ent venue statute, a U.S.-based corporate defendant “resides” only
in the corporation’s state of incorporation.* If a suit is not brought in
the corporate defendant’s state of incorporation, the patent venue
statute states that it must be brought “where the defendant has
committed acts of infringement and has a regular and established
place of business.” With this abrupt narrowing of the understand-
ing of where companies “reside,” patent litigators have spent much
of the past 15 months trying to determine where venue is proper
for patent suits in the wake of 7C Heartland.

The Immediate Fallout
The Court’s decision in 7C Heartland had a near-immediate
impact on patent litigation practices. In the 90 days before the

Court’s opinion, 33 percent of patent cases were filed in the Eastern
District of Texas.? In the 90 days immediately following the opinion,
this number dropped to 13 percent.” As the Eastern District of Tex-
as began to fall out of favor due to questions surrounding venue,
certain other jurisdictions began to see an increase in the filing of
patent suits. Litigants filed 13 percent of patent infringement suits
in the District of Delaware in the 90 days prior to T7C Heartland
and filed 26 percent of such suits in the 90 days following the
decision.® Other jurisdictions experiencing a similar, but less pro-
nounced, increase in the immediate wake of TC Heartland include
the Central District of California, the Northern District of California,
and the Northern District of Illinois.”

The decision’s immediate impact was not limited to newly filed
suits. District courts with pending patent litigation faced a surge
of motions to dismiss or to transfer cases, arguing that venue was
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improper in light of TC Heartland. As will be discussed in more
depth below, not all courts were willing to entertain such arguments.
Once the procedural issues were resolved, however, courts have
been relatively receptive to objections to venue. Statistics from the
first quarter of 2018 are illustrative: In this period, courts considered
44 motions to dismiss or transfer for improper venue and granted 84
percent of the motions.*” In these cases in which the court granted
the motion, the court transferred venue in 78 percent of the cases
and dismissed in the remaining 22 percent.!!

Important Federal Circuit Decisions Since TC Heartland

Although TC Heartland had several immediate effects on patent
litigation practices, the full range of its effects has been determined
primarily by its subsequent application and clarification in the Feder-
al Circuit and district courts.

Procedural Questions
In In re Micron Technology Inc., the Federal Circuit addressed
when and how parties are allowed to object to venue after 7C
Heartland.** After TC Heartland, some district courts held that
parties had waived any improper-venue defenses under Federal
Rules of Civil Procedure 12(g)(2) and 12(h)(1) by failing to object
to venue in earlier pleadings.'® In Micron, the Federal Circuit held
that Rule 12(h)(1)’s waiver rule does not apply to venue objections
under 7'C Heartland because the TC Heartland opinion was a
change of controlling law.'* As such, the improper venue defense
was not “available” to defendants until the Supreme Court issued the
TC Heartland opinion.'® The court also noted, however, that courts
possess inherent powers and can exercise these inherent powers to
advance the court’s objectives even when the Federal Rules are not
applicable.'® Thus, according to the Federal Circuit, courts may still
find that a party has forfeited a venue objection when the party has
not made a timely objection and when allowing the party to make an
untimely objection would impair the court’s expeditious and orderly
disposition of the case.!” Despite the Federal Circuit’s express refer-
ence to courts’ inherent powers, most district courts have declined
plaintiffs’ requests to exercise such powers to prevent defendants
from venue objections.'®

InIn re ZTE (USA) Inc., the Federal Circuit addressed which
party has the burden of establishing that venue is either proper or
improper.'” Previously, courts had been split on the issue, with some
placing the burden on plaintiffs to prove that venue is proper and
others placing the burden on defendants to prove that venue is not
proper.?’ In ZTE, the Federal Circuit held that the burden is on the
plaintiffs to establish proper venue under the patent venue stat-
ute.?! The court noted that the patent venue statute is intentionally
narrow compared to the general venue statute and reasoned that
the statute’s “intentional narrowness supports placing the burden of
establishing proper venue on the plaintiff.”?*

Substantive Questions

In In re Cray, the Federal Circuit addressed what qualifies as a
“regular and established place of business” in a judicial district.?* The
Federal Circuit listed “three general requirements relevant to the
inquiry.” First, there must be a physical place in the district.?® This
place need not be a formal office or store, but it must be a physical,
geographical location.?® Second, the physical place must be a regular
and established place of business.?” Accordingly, the place must op-
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erate in a “steady, uniform, orderly, and methodical manner.”?® Mere
sporadic activity will not suffice—there must be a degree of stability
and permanence. Third, the physical place must be the place of the
defendant.? In other words, the defendant must establish or ratify
the place of business.* Relevant considerations include whether the
defendant owns, leases, or otherwise controls the place.?!

InIn re HTC Corp., the Federal Circuit addressed the impact of
TC Heartland on cases involving foreign defendants.* Previously,
plaintiffs could sue a foreign defendant in any judicial district in
which valid service could be made upon the defendant.?* Following
TC Heartland, some argued that the more narrow language in the
patent venue statute could overcome the long-standing rule that the
venue statutes did not apply to suits against foreign defendants.?*
The Federal Circuit disagreed, stating, “this court—without clear
guidance from Congress—will not broadly upend the well-estab-
lished rule that suits against alien defendants are outside the opera-
tion of the federal venue laws.”®

In In re BigCommerce, the Federal Circuit addressed where a
corporation resides when its state of incorporation comprises multi-
ple judicial districts.® The district court had denied the defendant’s
venue objections, stating that a domestic corporation resides in the
state of its incorporation and that, for purposes of venue, residence
in that state includes residing in each judicial district therein.*” The
Federal Circuit reversed, holding that, within the meaning of the
patent venue statute, a corporation resides in a single judicial dis-
trict.?® When the corporation is incorporated in a state in which there
are multiple judicial districts, the corporation resides in the district
in which it has its “principal place of business” or, in the absence of
such a place, the district “in which the corporation has its registered
office or agent.”™

Issues Settled in District Court
The Federal Circuit is not alone in applying 7C Heartland and shap-
ing the extent of its effect on patent litigation. Following the Federal
Circuit’s opinion in In re Cray, district courts have issued decisions
addressing what constitutes a “regular and established place of
business.” As these decisions accumulate, courts are in agreement
about certain facts. For example, multiple courts have held that stor-
ing a defendant’s products at an Amazon warehouse in the judicial
district and fulfilling customers’ orders from such a warehouse does
not qualify as a regular and established place of business for venue
purposes.’’ Likewise, courts have consistently held that selling prod-
ucts through third-party retail partners or distributors in the district
is not sufficient to established venue.*' Courts have consistently
reached the same conclusion for defendants with employees working
from their personal residences in the district*>—even when as many
as 46 of a defendant’s employees resided and worked in the district.*

District courts have also been consistent in respecting the formal
separation between corporate entities for venue purposes. Plaintiffs
have repeatedly attempted to use the places or actions of a corporate
relative to establish proper venue for a defendant, and district courts
have repeatedly rejected such arguments.* Some district courts,
though, have indicated that such an argument would be successful
if a plaintiff were able to demonstrate a lack of corporate separate-
ness between the defendant and one of its corporate relatives doing
business in the district.*

In addition to these factual determinations, some district courts
have addressed related legal issues. Multiple courts have begun to



address whether the patent venue statute requires plaintiffs to es-
tablish a connection (or “nexus”) between a defendant’s regular and
established place of business and the alleged acts of infringement. In
Plexxikon Inc. v. Novartis Pharmaceuticals Corp., the Northern
District of California held that “the plain language of the [patent
venue] statute does not include a nexus requirement.” Further,
even when the plaintiff is able to demonstrate such a “nexus,” courts
have cautioned plaintiffs that showing a nexus between the acts of
infringement and the district in which the plaintiffs have brought suit
does not, without more, satisfy the venue statute’s second require-
ment that the defendant have a regular and established place of
business in the district.*”

The T'C Heartland decision also prompted some speculation
about where parties would be able to seek declaratory judgment in
patent cases. Before TC Heartland, defendants in patent cases often
used declaratory judgment to counteract plaintiffs’ forum-shopping
practices.*® Defendants had a wide range of forum options for seek-
ing declaratory judgment because, as the Federal Circuit explained
in VE Holdings, “a declaratory judgment action alleging that a pat-
ent is invalid and not infringed ... is governed by the general venue
statutes, not by § 1400(b).” It does not appear that TC Heartland
impacted this part of VE Holdings. At least one court—in the North-
ern District of Illinois—has faced a motion to dismiss a declaratory
judgment since TC Heartland.” Although the court ultimately
granted the motion, it did not cite TC Heartland or § 1400(b) in
its analysis, indicating that the general venue statute still governs
declaratory judgment actions.”

Issues Unsettled in District Court

Although lower courts have resolved many questions surrounding
TC Heartland in the little over a year since its issuance, several
questions still lack a conclusive answer.

Regular and Established—But When?

While district courts move toward consensus on what qualifies as a
regular and established place of business, there remains a split on
when the statute requires that the defendant have a regular and
established place of business. One line of cases suggests that, for
venue to be proper, the defendant must have a regular and estab-
lished place of business in the district at the time the lawsuit is

filed. Courts following this rule include the Eastern District of Texas
and the Eastern District of Pennsylvania.”* A separate line of cases
suggests a more flexible standard. In these cases, the courts have
held that venue may still be proper when a defendant does not have
aregular and established place of business in the district at the time
the lawsuit is filed if (1) the defendant had a regular and established
place of business in the district at the time the claim accrued and (2)
the plaintiff filed the lawsuit within a reasonable time thereafter. The
Middle District of Florida has demonstrated approval of this rule.”

ANDA'’s ‘Impenetrable Problem’

The Supreme Court’s opinion in 7C Heartland has also raised ques-
tions regarding litigation under the Hatch-Waxman Act. Under the
Hatch-Waxman Act, a pharmaceutical company can file an Abbre-
viated New Drug Application (ANDA), which allows a company to
declare its intent to manufacture and sell a generic drug and begin to
take certain steps toward doing so.”* However, the statute allows pat-
ent owners to sue these companies when the patent owner believes

the generic drug will infringe one of its patents.” As the District of
Delaware explained in Bristol-Myers Squibb Co. v. Mylan Pharma-
ceuticals Inc., the first decision applying 7C Heartland to ANDA
litigation, “Congress’ choice of verb tense in the patent venue statute
creates an almost impenetrable problem in the particular context of
Hatch-Waxman patent litigation ... because the temporal focus of the
Hatch-Waxman infringement analysis is the future, not [] the past.”
In an effort to solve this “impenetrable” problem, the court in
Bristol-Myers held that, for patent venue purposes, “acts of infringe-
ment” include the submission of an ANDA, “other acts the applicant
non-speculatively intends to take if its ANDA receives final FDA
approval,” and “steps already taken indicating [the applicant’s] intent
to market the ANDA product in the district.” The practical effect of
the decision in Bristol-Myers is that plaintiffs in Hatch-Waxman pat-
ent suits would have little challenge to argue that the defendant has
committed “acts of infringement” in each and every judicial district.
Courts in the District of Delaware have generally followed the
Bristol-Myers approach in ANDA cases.”” However, the North-
ern District of Texas adopted a different approach in Galderma
Laboratories L.P. v. Teva Pharmaceuticals USA Inc.?® There, the
court acknowledged the holding in Bristol-Myers, but declined to
follow it.?” Instead, the court held that, to determine whether the
defendant has committed acts of infringement, courts should “look
to the forum where the ANDA submission itself was prepared and
submitted.”® The practical effects of this approach would be a
significantly more limited set of forum options from which ANDA
plaintiffs could choose.

Revitalization of Pendent Venue?

Under the doctrine of pendent venue, courts will allow a multi-claim
case to proceed in a jurisdiction where venue is proper to some, but
not all, of the plaintiff’s claims.%! In order to exercise pendent venue,
the court must determine that all of the claims “arise out of a com-
mon nucleus of fact.”® The pendent venue doctrine is not unique to
patent law. Before TC Heartland, plaintiffs in patent suits had little
use for the doctrine because VE Holding gave plaintiffs such wide
discretion in choosing where to file patent claims.®® After 7C Heart-
land, though, courts are once again starting to see arguments that
a plaintiff’s patent claims should be allowed to proceed in a venue
under the doctrine of pendent venue.

Using pendent venue in a patent case is not completely without
precedent. In Hsin Ten Enterprise USA Inc. v. Clark Enterprises,
the Southern District of New York exercised pendent venue over
the plaintiff’s patent infringement claim where venue was proper
for the plaintiff’s separate trademark infringement claim. The court
reasoned that the trademark claim was the “primary” claim and that
there would be a substantial overlap in the claims’ proof. More re-
cently, in Omega Patents LLC v. CalAmp Corp., the Middle District
of Florida applied pendent venue to hold that venue was proper for
all of the plaintiff’s patent claims, even though the defendant argued
that venue was only proper for some of the claims.

Since Omega Patents, though, courts in other districts have
been hesitant to use pendent venue to overcome the limitations of
TC Heartland. In Jenny Yoo Collection Inc. v. Watters Designs
Inc., the Southern District of New York refused to apply the pendent
venue doctrine to the plaintiff’s patent infringement claim, citing
TC Heartland’s more narrow reading of the patent venue statute as
justification.’ In National Products v. Arkon Resources Inc., the
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Western District of Washington declined to apply pendent venue,
explaining that pendent venue will apply only when the case at issue
has been brought in a venue which satisfies the most “specific” of the
various governing venue statutes.® Similarly, in California Expand-
ed Metal Products Co. v. Klein, the Central District of California
declined to apply the pendent venue doctrine, focusing on the “spec-
ificity” of the patent venue statute in light of 7C Heartland.® Finally,
in Olivia Garden Inc. v. Stance Beauty Labs LLC et al., the plain-
tiff argued that the court should apply pendent venue to find juris-
diction proper for one defendant because jurisdiction was proper for
a second, distinct defendant.®” Despite the plaintiff’s argument that
pendent venue was necessary to avoid “bifurcating th[e] matter,” the
court found no authority stating that it should apply pendent venue
over a third party in the wake of TC Heartland.®®

Conclusion

Federal Circuit and district court decisions provide clarity on a num-
ber of issues regarding the application of the Court’s 7C Heartland
decision, although a number of other issues continue to evolve. ®
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