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How patent case venue rules
could change in TC Heartland
Natalie Rahhal speaks to former Federal Circuit Chief Judge Paul Michel and
others to assess the potential impact of In re TC Heartland at the US Supreme
Court. One outcome could be a sharp fall in filing in the Eastern District of Texas
and an increase in a potentially under-resourced District of Delaware

I

n re TC Heartland is already shaping up to be one of the
most important patent cases in the US this year. The
Supreme Court on December 14 granted cert in the
case, which will give the court an opportunity to revisit
the case law and statute governing forum selection in
patent infringement suits.

In 2015, 44% of all patent infringement suits in the US were
filed in the Eastern District of Texas, according to a Lex
Machina study. While districts where companies in many
patent-heavy industries are incorporated – such as Delaware
and Northern California – still see plenty of patent infringement suits, many of the US’s 94 districts see comparatively few.
Professors of patent law, internet companies and a retired Federal Circuit Chief Judge filed amicus briefs urging the Supreme
Court to take TC Heartland.
The Federal Trade Commission’s long awaited patent assertion
entity (PAE) study, released last October, revealed the Eastern
District of Texas accounted for by far the largest share of PAE
cases in the study, with 53% (see chart below). The District of
Delaware was second with 22%.
Although forum shopping is nothing new to patent litigation,
this is the first case related to the practice that the Supreme
Court has taken up since Fourco Glass v Transmirra Products
in 1957 – so the Petitioner argues, at least. Fourco looked at the
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relationship between Sections 1391(c) and 1400(b). Section
1391(b) sets out “venue generally,” (as the Section is titled),
while Section 1400(b) is explicitly directed to venue for patent
infringement suits:
“Any civil action for patent infringement may be brought in
the judicial district where the defendant resides, or where
the defendant has committed acts of infringement and has
a regular and established place of business.”
Since Fourco, however, the Federal Circuit’s decision in VE
Holding v Johnson Gas Appliance in 1990 created a different
standard, followed by the district courts. According to the VE
Holdings opinion, the language of Section 1391(c) as amended
in 1988 altered its interpretation of Section 1400(b) in such a
way that a patent infringement plaintiff ’s venue options were
greatly broadened.

Stopping the “status quo”
This status quo and the decision the Federal Circuit came to in
VE Holding are “wrong!”, believes former Federal Circuit Chief Judge Paul Michel (right). Judge Michel,
who submitted an amicus brief to the Supreme
Court, told Managing IP that the Federal Circuit’s argument in VE Holding relies on the
“peripheral language” of 1400(b) as
amended in 2008.
“That’s a huge stretch. There’s no indication at all that Congress was trying to
broaden the venue for patent cases by
adding those words,” Judge Michel says. “But
the Federal Circuit panel viewed those words as

2
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having a magical significance and totally changing the impact
of 1400.”
Judge Michel believes adamantly that the Federal Circuit has
wrongly interpreted the statute, and that this interpretation is
impeding the development of patent law. “The input of a more
diverse set of minds, a more diverse number of judges is lost because of the skewed venue rules that result in these over-concentrations, especially in Marshall, Texas,” he says.
Some have argued that judges presiding over patent cases
should be specialists with technical backgrounds, and therefore
having patent cases concentrated in the Eastern District of Texas
is positive. Judge Michel, however, is confident in the ability of
district judges to refer to case law from the Federal Circuit to
inform prudent decisions. Therefore, more district judges hearing patent cases is a good thing – “the more of those minds that
are brought to bear on the various issues that arise in patent
cases, the better!” says Judge Michel.
Brian Love, a professor at Santa Clara University’s School of
Law contributed policy research to the amicus brief submitted
by a group of law professors led by Stanford’s Mark Lemley. Love says that there were a number of possible
“benign” reasons why certain venues – and the
Eastern District of Texas in particular – might
be attractive to patent infringement plaintiffs. His research suggests that the Eastern
District of Texas is marginally better than
other districts in a number of these benign
ways, such as expediency (the district has,
after all, been known as the “rocket
docket,”).
But he says: “It’s not any one thing, but rather ac-
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cumulation of a number of marginal advantages that makes it
attractive to plaintiffs.”
Love says his research also examined a number of procedural
and administrative rules in the Eastern District of Texas that
could unfairly weight patent suits there against defendants. The
district is further divided into divisions, making it easier to predict which judge will hear a case (which is how Judge Rodney
Gilstrap of Marshall, Texas has become infamous for hearing
nearly 25% of the nation’s patent cases in the past year). Compared to other districts, the Eastern District of Texas also has
early discovery deadlines, and is “predictably expensive” to defendants, Love says.
The expense of patent infringement litigation for defendants in
districts strategically chosen by plaintiffs has played a role in
keeping this issue below the Supreme Court. Peter Brann of
Brann & Isaacson was counsel of record for an amicus brief submitted on behalf of 32 internet companies. He says that, especially when the plaintiff in a patent infringement suit is a
non-practicing entity, financial realities become prohibitive to
appeal.

says the fact that the case was granted cert any way just “speaks
to the importance of the issue”.

“Not as extreme as people think”

“The reality is that most of these cases settle and people aren’t
happy about having to pay licence fees for dubious patents,” he
says. According to Brann’s experience, unhappy though they
may be about license fees, “at the end of the day, [defendants
are] businesses, they have to make a business decision as to
whether or not the principle is worth the money.”

If the Supreme Court overturns the Federal Circuit’s VE Holding decision and returns the patent venue statue to its previous
state, the effects will be important, but “not as extreme as people
think,” says Judge Michel.

Is TC Heartland the right case?

He says that districts such as Southern Indiana, to which TC
Heartland would be remanded if the Supreme Court rules that
it should not have been heard in the Delaware to begin with,
will see more patent cases than they have now.

TC Heartland was set apart by a few attractive facts, and by a
team of lawyers with a record for digging into old (but relevant)
Supreme Court decisions, and seeing a case through, according
to Judge Michel.
Hughes Hubbard & Reed partner James Dabney and of counsel John Duffy (also a professor at the University of Virginia
School of Law) “have an extraordinarily well-informed, incisive
sense of older Supreme cases and are able to show that more
recent Federal Circuit cases seem to be quite inconsistent with
some older Supreme cases,” Judge Michel says. Dabney and
Duffy wrote the petition for cert for TC Heartland, and referenced the old Supreme Court decision Fourco, in a similar strategy to the duo’s approach in KSR v Teleflex, a case that was
granted cert and heard in 2007.
TC Heartland is a small company and all of its operations are
based in Indiana. It has no substantial ties to Delaware, where
Kraft sued it. “If you’re a smaller company and you get hauled
into court a thousand miles away, it’s more disruptive and more
expensive and less efficient to litigate,” says Judge Michel. He
says these “sympathetic” facts of the case could have had some
influence on the cert decision.
The case “didn’t fit into the sort of paradigm of a patent troll
suing some company down in Texas,” according to Brann. The
opposition to the petition for cert said this made it a bad candidate for a Supreme Court hearing. Brann, on the other hand,

But the increase will by no means be an exponential one.
Rather, districts like Northern California, where there are many
patent-rich industries, will continue to see the majority of cases.
The districts most affected will be the Eastern District of Texas
and Delaware. There would be markedly fewer cases in Texas,
whereas Delaware would have an increased caseload.
“The only district that may struggle is Delaware, which only has
four district judges,” says Judge Michel, “Frankly, Congress is
derelict in not adding multiple judges in Delaware.” He is hopeful that the potentially sharp increase in patent cases in Delaware
that could be a result of the TC Holding case would serve as an
impetus for Congress to add judges to the district, which, he
says, it has long needed.
“The patent law is so important to the country: to economic
growth, to global competitiveness, to job creation, to technological leadership, and so forth, that optimising the patent law
is very, very important for the whole country,” says Judge
Michel.
He adds that, regardless of the outcome, the Supreme Court’s
clarification of the patent venue statute is desperately needed.
As the Judge says he argued in his amicus brief, “please take this
case, because this situation is a mess, and whatever you do with
it, it will be better than what we have now.”
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