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Pursuant to the Court’s request, Respondents Jodi Schwendimann
(“Schwendimann’) and Cooler Concepts, Inc., submit this response to Arkwright
Advanced Coating, Inc.’s (“Arkwright”) Petition for Rehearing En Banc.
Respondents support not only the conclusion of the majority but also its underlying
rationale.

This Court’s decision in Lone Star Silicon Innovations LLC v. Nanya Tech.
Corp., 925 F.3d 1225 (Fed. Cir. 2019) makes clear that there are two separate
inquiries regarding a patent plaintiff’s right to sue: first, whether the plaintiff has
Article III standing, i.e., that ““it suffers an injury which can be fairly traced to the
defendant and likely redressed by a favorable judgment”; and second, whether the
plaintiff is a “patentee” under 35 U.S.C. § 281 because it holds “all substantial
rights” in the patent at issue.

In this case, there was never any plausible dispute as to the first question —
whether Schwendimann had Article I1I standing. Such standing requires only that
the facts support an arguable case or controversy. The plaintiff might ultimately
win, and the plaintiff might ultimately lose; but Article III is satisfied as long as the
plaintiff can make a credible assertion that it has been injured by the defendant in a
way that the court can permissibly address. That has always been true in this
dispute. When Schwendimann filed suit, she had standing based on her credible

allegation that she was the owner of infringed patents. As discovery progressed,
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she continued to have standing by virtue of her assertion that, under Minnesota
law, the patent assignment agreement through which she derived her rights was
effective despite a scrivener’s error. The majority’s opinion said little about
Article III because there was little to say. Clearly, Schwendimann has always had
at least an arguable cause of action. In fact, as it turned out, she not only had an
arguable cause of action, but a fully valid and legitimate one.

The second inquiry, by contrast, was disputed in this case and is the focus of
the majority opinion at issue. Arkwright argued that Schwendimann was not a
“patentee” under 35 U.S.C. § 281 due to defects in the assignment, and thus could
not sue under the Patent Act. Schwendimann argued in response that the
assignment did indeed transfer the patents to her, and, to the extent the written
instrument itself did not accurately reflect the parties’ agreement, that the district
court should reform the assignment to reflect the parties’ intent. The majority
considered these issues and held that because Section 281 requirements are not
jurisdictional, the district court had authority to resolve this dispute and determine
whether, under Minnesota law, the assignment was a written instrument
transferring ownership in the patents to Schwendimann. In turn, the majority
affirmed the district court’s conclusion that there was no genuine issue of material
fact as to Schwendimann’s ownership of the patents-in-suit and that reformation of

the written assignment was appropriate.
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There is thus no reason for further en banc review. Article III standing is
not plausibly in dispute, and the dispute over whether Schwendimann is a
“patentee” under 35 U.S.C. § 281 is exactly the type of dispute that a district court
is empowered to address.

Arkwright’s strongest argument in favor of en banc review is its assertion
that the majority’s analysis is somehow inconsistent with a series of cases
forbidding retroactive assignment of patent rights. But that argument is
fundamentally flawed: the relevant plaintiffs in those cases did not have any rights
at the time their complaints were filed. Here, by contrast, Schwendimann was the
assignee all along. That is, there was an actual, timely document transferring
rights to Schwendimann, and that document was ultimately deemed effective under
Minnesota law despite a scrivener’s error. This is not a case where rights were
transferred retroactively. Rather, this is a case in which rights were transferred in a
timely manner, albeit by way of a document with an error that needed to be

reformed in light of Minnesota law.

REASONS FOR DENYING THE PETITION

I. The Majority Correctly Applied Lexmark and Lone Star in Holding that
the Dispute Over the Hand-Altered Photocopy Did Not Implicate
Constitutional Standing or the District Court’s Subject Matter
Jurisdiction

The only question addressed by the district court in its “standing” decisions

was whether Schwendimann held “all substantial rights” in the patents-in-suit as an

3



Case: 18-2416 Document: 67 Page: 9 Filed: 07/02/2020

assignee. This test is derived from 35 U.S.C. § 281, which dictates that only
“patentees” are authorized to bring a civil action for patent infringement. See
Mentor H/S, Inc. v. Medical Device Alliance, Inc., 240 F.3d 1016, 1018 (Fed. Cir.
2001).

In the past, this Court treated the question of whether a party holds “all
substantial rights” in a patent as one of constitutional standing, and thus a
jurisdictional requirement. See, e.g., Mentor, 240 F.3d at 1018-19. This changed
with the Lone Star decision in 2019. In Lone Star, this Court recognized that the
Supreme Court’s Lexmark decision was “irreconcilable” with Federal Circuit
precedent on this point. Lone Star, 925 F.3d at 1235 (“Lexmark is irreconcilable
with our earlier authority treating § 281 as a jurisdictional requirement”). Lexmark
thus announced a new approach: the determination of whether a party meets
statutory requirements to bring suit—Ilike the requirement that a plaintiff hold all
substantial rights in a patent—is not a question that implicates constitutional
standing, and is therefore not jurisdictional:

We have on occasion referred to [the question whether a
plaintiff may bring suit under a certain statute] as
“statutory standing” and treated it as effectively
jurisdictional ... That label is an improvement over the
language of “prudential standing,” since it correctly
places the focus on the statute. But it, too, is misleading,
since “the absence of a valid (as opposed to arguable)
cause of action does not implicate subject-matter

jurisdiction, i.e., the court’s statutory or constitutional
power to adjudicate the case.”

4
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Lexmark, 572 U.S. 118, 128 n.4 (2014) (emphasis in original). As a result, under
the rule announced in Lone Star, whether a party holds all substantial rights in a
patent does not implicate Article III “constitutional” standing and does not affect
the district court’s subject matter jurisdiction.

Decisions by this Court’s sister circuits confirm that the Lone Star decision
correctly interpreted Lexmark. Indeed, both the Second and Ninth Circuits have
applied Lexmark the same way in interpreting copyright law. See John Wiley &
Sons, Inc. v. DRK Photo, 882 F.3d 394 (2d Cir. 2018); Minden Pictures, Inc. v.
John Wiley & Sons, Inc., 795 F.3d 997 (9™ Cir. 2015). Like Section 281 of the
Patent Act, the Copyright Act limits the right to initiate an action for infringement
to “[t]he legal or beneficial owner of an exclusive right under a copyright ....”
John Wiley, 882 F.3d at 399, quoting 17 U.S.C. § 501(b). Citing Lexmark, the
Second and Ninth Circuits both held that determination of whether a party has
exclusive rights in a copyright bears on “statutory standing,” not “constitutional”
standing, and thus does not implicate the district court’s subject matter jurisdiction.
See Id. at 402 and n.4 (“We recognize that, to ensure that the right to sue is not
confused with Article III standing, the Supreme Court has discouraged the use of
the term ‘statutory standing.””); Minden, 795 F.3d at 1001 (“the issue is whether
Minden has a statutory right to sue for infringement under the Copyright Act, ...

not whether Minden has satisfied the requirements of Article I11’). Lone Star thus
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merely conforms this Court’s approach to Lexmark and those decisions that have
applied its holding to the Copyright Act. Lone Star, 925 F.3d at 1235 (“We
therefore firmly bring ourselves into accord with Lexmark and our sister circuits by
concluding that whether a party possesses all substantial rights in a patent does not
implicate standing or subject-matter jurisdiction.”).

The majority correctly applied Lone Star and Lexmark in holding that the
issue before the district court—whether Schwendimann held all substantial rights
in the patents-in-suit as an assignee—does not implicate constitutional standing or
the district court’s subject matter jurisdiction. Schwendimann v. Arkwright Adv.
Coating, Inc. No. 2018-2416, 2020 WL 2466231 (Fed. Cir. May 5, 2020) (“Op.”)
at 9-10. Arkwright and the dissent misinterpret Lone Star. The dissent suggests
that Lone Star adopted a narrow holding that a party that does not have “all
substantial rights” in a patent “may nonetheless meet the baseline constitutional
standing threshold, so long as the party holds some exclusionary rights in the
patent.” Dissent Op. at 3, citing Lone Star, 925 F.3d at 1234-35; see also Dkt. 65
at 5-6. There is no support in Lone Star for such a limited reading. In reconciling
this Court’s law to Lexmark, the Lone Star opinion does not tie its holding to
situations where a party holds “some exclusionary rights” in the patent, nor does it
even discuss the various ways in which a party can meet the requirements of

Section 281. Rather, this Court held unequivocally that the question of “whether a
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party possesses all substantial rights in a patent does not implicate [constitutional]
standing or subject-matter jurisdiction.” 925 F.3d at 1235-36.

Arkwright tries to sidestep these issues by pretending that Lexmark and Lone
Star say nothing about Article III standing and are concerned only with “prudential
standing.” But that misses the forest for the trees. Lexmark and Lone Star focus
on prudential standing and say little about Article III standing because that is the
very point. Both cases confirm that Article I1I standing is not implicated in
instances where the dispute is simply over whether a party meets the statutory
requirements to file suit: such cases are instead rightly understood as disputes
solely about prudential standing.

Put simply, the majority correctly held that the issue before the district court
— which related to the statutory requirements — did not implicate Article I11
standing or the district court’s subject matter jurisdiction. For this reason,
Arkwright’s charge that the majority held that “constitutional standing is non-
jurisdictional” is simply wrong. The majority held (based on Lone Star) that the
determination of whether a party holds all substantial rights in a patent under
Section 281 does not even implicate “constitutional standing.” In this regard, the
majority opinion leaves in place the principle that constitutional standing is

jurisdictional.



Case: 18-2416  Document: 67 Page: 13  Filed: 07/02/2020

Read correctly the majority opinion does not create any “uncertainty in the
law.” Dkt. 65 at 2. A change in the law — like that adopted by Lone Star and
recognized by the majority — does not create uncertainty; litigants now know they
can rely on the law as announced in Lone Star. Also, Arkwright’s argument that
“panels have held for over 30 years that a party lacking title, and therefore
exclusionary rights, at the time the suit was filed cannot establish constitutional
standing,” id. at 12, misses the point: Lone Star recognized that line of cases, but
held that Lexmark implicitly overruled them. As the Lone Star panel recognized,
“[w]here intervening Supreme Court precedent makes clear that our earlier
decisions mischaracterized the effects of § 281, we are bound to follow that
precedent rather than our own prior panel decisions.” 925 F.3d at 1235, citing
Troy v. Samson Mfg. Corp., 758 F.3d 1322, 1326 (Fed. Cir. 2014) (“It is
established that a later panel can recognize that the court’s earlier decision has
been implicitly overruled as inconsistent with intervening Supreme Court
authority.”).

Thus, the majority correctly held, based on Lone Star, that the district court’s
determination of whether Schwendimann held all substantial rights in the patents-
in-suit did not implicate constitutional standing or the subject matter jurisdiction of

the court. As a result, the district court had jurisdiction to consider whether
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reformation of the Hand-Altered Photocopy was warranted and to reform that
contract as warranted.
II. The Majority Correctly Determined that Schwendimann Held All

Substantial Rights in the Patents-in-Suit at the Time of Filing Pursuant
to the Reformed Hand-Altered Photocopy

Arkwright’s suggestion that reformation is an improper “retroactive”
assignment of the patents is wrong. See Dkt. 65 at 13, citing Op. at 14. As
Schwendimann pointed out in briefing, reformation does not substantively change
the parties’ agreement, it simply corrects mistakes in the written document
memorializing the agreement. Dkt. 26 at 39-41. “The purpose of reformation is
not to create a new [contract]; rather, it is to bring the written instrument into
conformity with the intent of the contracting parties.” Leamington Co. v.
Nonprofits’ Ins. Ass’'n, 615 N.W.2d 349, 354 (Minn. 2000). Thus, reformation
does not “retroactively create jurisdiction” — the meaning of the written assignment
is the same from inception of the written agreement. The majority opinion
correctly confirmed this. Op. at 15 (““When a court reforms a contract, it simply
assures that the written instrument properly reflects the parties’ agreement. The
agreement was effective when made, not as of the date of reformation.”).

The majority’s analysis in this regard is consistent with this Court’s opinions
in other cases addressing clerical errors in assignment documents. For example, in

Tri-Star Elec. Int’l, Inc. v. Preci-Dip Durtal SA, 619 F.3d 1364, 1367 (Fed. Cir.
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2010), the assignment agreement named the wrong corporation. This Court
nevertheless affirmed that the plaintiff had standing even though the literal terms
of the assignment did not transfer ownership of the patents to the plaintiff. /d.
Similarly, in Speedplay, Inc. v. Bebop, Inc., 211 F.3d 1245, 1250-51 (Fed. Cir.
2000), the license agreement referred to an improper and unrelated patent number
when defining the “Licensed Patent.” Despite the error, this Court held that the
agreement conferred standing. /d. This case is indistinguishable from 77i-Star and
Speedplay. Like those cases, the majority properly held the Hand-Altered
Photocopy was a “written instrument” sufficient to convey ownership — and hence
standing — despite clerical errors in the document. Op. at 14-15.

The nature of reformation distinguishes it from post-suit activities like nunc
pro tunc agreements that seek to retroactively establish standing. In Gaia, cited by
both Arkwright and the dissent, there was no written instrument prior to the filing
of the suit; instead, the plaintiff relied on a post-suit assignment that purported to
be effective prior to filing. Gaia Techs., Inc. v. Reconversion Techs., Inc., 93 F.3d
774, 779 (Fed. Cir. 1996).

In Abraxis 11, upon which Arkwright relies (see Dkt. 65 at 16), the plaintiff
did not hold all substantial rights in the patent because it was undisputed the
assignor did not own the patents at the time of the assignment agreement

purporting to transfer title to the plaintiff. Abraxis Bioscience, Inc. v. Navinta

10
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LLC, 672 F.3d 1239, 1240-41 (Fed. Cir. 2011) (“Abraxis II"’) (Gajarsa, J.,
concurring in denial of rehearing en banc). Here, unlike in Abraxis II, American
Coating Technology undisputedly held title to the patents and was capable of
assigning the patents to Schwendimann in the assignment agreement. Op. at 3-5.

In Paradise Creations, relied on by the dissent (see Dissent Op. at 5), the
plaintiff corporation was administratively dissolved when the patent assignment
agreement was executed and when the suit was filed. Paradise Creations, Inc. v.
UV Sales, 315 F.3d 1304, 1306 (Fed. Cir. 2003). Based on that fact, the plaintiff
admitted “that it did not hold enforceable patent rights when the suit was filed,”
and asked the court to retroactively confer status as a patentee when the
corporation was reinstated pursuant to Florida law. Id. at 1308. Consistent with its
precedent, this Court held that a state corporate revival statute cannot retroactively
confer standing. Id. at 1309. The Paradise holding has no relevance to this case:
Schwendimann did not admit that she did not own the rights to the patents-in-suit
when she filed suit, and the district court and the majority opinion both determined
she in fact did own the patents at the time the suit was commenced.

Unlike Gaia, Abraxis II, and Paradise, this case does not involve a
retroactive conferral of statutory standing. In any event, as the majority pointed
out, these cases “significantly predate Lone Star” and Lexmark, and thus provide

little guidance here. Op. at 15.

11
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Because Schwendimann always had title to the patents-in-suit, the outcome
of this suit would have been the same even before the change of law recognized in
Lone Star. Thus, even if this Court were inclined to explore further the interplay
between Article I1I standing and the requirements of Section 281, this would not be
an appropriate case for such an exploration, because Schwendimann had the right
to pursue her case no matter the resolution.

III. The Majority Correctly Held That Schwendimann Had Constitutional

Standing Based on the Allegations in the Complaint Because Arkwright
did not Challenge Constitutional Standing

In the closing paragraphs of its petition for en banc review, Arkwright
criticizes the majority for concluding that Schwendimann had Article III standing
by virtue of the allegation in her complaint that she was the patentee. Like
Arkwright’s other points, this argument is muddled by Arkwright’s failure to
acknowledge the difference between Article III standing (required by the
Constitution) and the requirement that a suit be brought by a “patentee” (required
by the Patent Act). But the criticism is nevertheless easily addressed.

Arkwright’s point is its standard go-to: Arkwright believes that
Schwendimann did not have Article III standing until after the district court
engaged in reformation. However, the majority correctly rejected this notion,
pointing out that Schwendimann had Article II standing at the moment she filed a

credible complaint alleging that she was a patent holder. This is clearly consistent

12
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with the Supreme Court’s approach in Lexmark: “Lexmark does not deny that
Static Control’s allegations of lost sales and damage to its business reputation give
it standing under Article III to press its false-advertising claim, and we are satisfied
that they do.” See 572 U.S. at 125. It is also consistent with this Court’s
precedential holding in Lone Star: “Lone Star alleged that it possesses the sort of
exclusionary rights that confer Article III standing.” See 925 F.3d at 1234.

The majority’s intent in this regard was not to list out every single basis for
Schwendimann’s Article III standing. In other words, it was not the majority’s
determination that Schwendimann’s standing derived only and exclusively from
the complaint, now and forever, no matter what facts would later emerge. Rather,
the majority simply responded to Arkwright’s errant contention that there was no
case or controversy prior to reformation. Of course there was. As the majority
opinion makes clear, there was an Article III controversy at the moment of filing,
as evidenced by the factual allegations in the complaint. Per usual, as discovery
progressed, the controversy continued. Arkwright argued that a scrivener’s error
defeated the efficacy of the disputed patent assignment, while Schwendimann
(rightly, it turns out) maintained that the assignment was effective at the time it
was made despite the scrivener’s error. In short, Article III standing was satisfied

an ever-present justiciable fight; reformation was necessary only to show that, in

13
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addition to having Article III standing to pursue her claim, Schwendimann was
also a section 281 patentee and thus could win her claim, too.

CONCLUSION

The majority opinion is consistent with the precedent of the Supreme Court
and this Court. It does not depart from settled precedent and does not create
uncertainty for litigants. Thus, there is no reason to burden this Court
unnecessarily by granting rehearing en banc. For the reasons stated herein,
Schwendimann submits that the Court should deny Arkwright’s petition for
rehearing en banc.

Respectfully submitted,

/s/ Devan V. Padmanabhan
Devan V. Padmanabhan
Michelle Dawson

Paul J. Robbennolt

Erin Dungan

Britta S. Loftus
PADMANABHAN & DAWSON, PLLC
45 South 7th Street, Suite 2315
Minneapolis, MN 55402

(612) 444-3601
devan@paddalawgroup.com
michelle@paddalawgroup.com
paul@paddalawgroup.com
erin@paddalawgroup.com
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