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f your client has failed to properly mark

its patented products, it cannot recover

infringement damages until it provides
“actual notice” of the infringement to the
infringer.! Although filing a lawsuit will
constitute proper notice to allow for recov-
ery of damages, it is generally preferable to
provide notice before filing suit in the form
of a demand letter. Unless carefully
worded, such a letter may unintentionally
give rise to an “actual controversy.”? In
other words, the letter may give rise to
declaratory judgment jurisdiction and
thereby allow the infringer to litigate the
validity and/or infringement of the patent in
a relatively unfavorable forum for the
patentee. Thus, if your goal is to draft a let-
ter that will provide actual notice without
creating an actual controversy, the ques-
tions are: Can it be done? And, if so, how?

ACTUAL NOTICE
Section 287(a) of the Patent Code pro-

vides:

In the event of failure [to properly
mark patented products], no damages
shall be recovered by the patentee in
any action for infringement, except on
proof that the infringer was notified of
the infringement and continued to
infringe thereafter, in which event
damages may be recovered only for
infringement occurring after such
notice. Filing of an action for infringe-
ment shall constitute such notice.
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Perhaps  counterintuitively, actual
knowledge of the patent at issue is insuffi-
cient to satisfy this statutory notice require-
ment.? In fact, in and of itself, even
providing notice of a patent to an alleged
infringer will not satisfy the notice require-
ment. As interpreted by the Court of
Appeals for the Federal Circuit, the statute
requires “the affirmative communication of
a specific charge of infringement by a spe-
cific accused product or device.”*
Obviously, if your client sells products
that are not properly marked, you want to
make certain that the first letter you send to
an accused infringer meets the notice
requirement. A letter will satisfy the
“when the

informed of the identity of the patent and

requirement recipient 1is
the activity that is believed to be an
infringement, accompanied by a proposal to
abate the infringement, whether by license
or otherwise.”>

ACTUAL CONTROVERSY
Although it is typically advisable to

draft a cease-and-desist letter that meets
the actual notice requirement, language
conducive to meeting the notice require-
ment may have the additional unintended
effect of creating an “actual controversy.”®
An “actual controversy” must exist in order
for an accused infringer to bring a declara-
tory judgment action seeking a declaration
of non-infringement and/or invalidity of the
patent at issue. To satisfy a federal court
that there is an actual controversy, a plain-
tiff (accused infringer) must prove that it
(1) has a “reasonable apprehension” of an
infringement lawsuit, and (2) produces or is
prepared to produce the allegedly infring-
ing device (or practices or is prepared to
practice the allegedly infringing method).”

An explicit threat of litigation satisfies
the “reasonable apprehension” test per se.®
However, a well-informed patentee con-
cerned with creating jurisdiction for a
declaratory judgment action will not explic-
itly threaten to sue an accused infringer.
Absent an explicit threat, the court will
look to the totality of the circumstances.?
prong
requires a showing of “more than the ner-

The reasonable apprehension
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vous state of mind of a possible infringer.”10
It is not necessary, however, to establish
that the patentee is “known to be poised on
the courthouse steps.”!!

IS IT POSSIBLE TO GIVE ACTUAL
NOTICE WITHOUT CREATING AN
ACTUAL CONTROVERSY?

A patentee will often want to send a
demand letter that puts the recipient on
notice for purposes of patent damages with-
out also creating jurisdiction for a declara-
tory judgment action—i.e., a letter that
provides “actual notice” without creating
an “actual controversy.” Are the two stan-
dards coextensive, or can one be met with-
out meeting the other?

The Court of Appeals for the Federal
Circuit issued a decision in 1994 with dicta
indicating that the two standards may be
coextensive and casting a shadow on the
possibility of carefully drafting a letter to
meet the notice standard without being sub-
jected to declaratory judgment jurisdiction.
In Amsted Industries, the Federal Circuit
indicated that letters which “tend not to be
threats sufficient to justify a declaratory
judgment action . . . also are not charges of
infringement for ‘notice’ purposes.”!?
Although this statement is not definitive
and is mere dicta, it at least leaves one with
the impression that the actual-notice and
actual-controversy standards are nearly
coextensive, if not exactly so.

Just over three years later, a different
panel of the Federal Circuit made clear that
it is in fact possible to meet one standard
without meeting the other. Unfortunately,
this decision was issued without addressing
the dicta from the Amsted decision.
According to this panel, “The criteria for
actual notice under § 287(a) are not coex-
tensive with the criteria for filing a declara-
tory judgment action.”!? The court went on
to clarify that “[a]ctual notice may be
achieved without creating a case of actual
controversy in terms of 28 US.C. §
2201.714

Despite its confirmation that letters
which provide actual notice without creat-
ing declaratory judgment jurisdiction are
possible, the court never ruled that the let-
ter at issue in the case was itself sufficient
to do so. The issue in SRI was whether the
plaintiff’s letter met the notice requirement
of § 287. The defendant argued that the
plaintiff’s letter did not meet the actual-



controversy standard and, therefore, could
not satisfy the actual-notice requirement.
Without addressing whether the letter would
have created declaratory judgment jurisdic-
tion, the court rejected the defendant’s
argument by pointing out that failure to
meet one standard did not necessarily pre-
clude the other standard from being met.
One can reasonably infer that the court
agreed that the SRI letter did not create an
actual controversy. This inference is sup-
ported by dicta from a subsequent Federal
Circuit case, in which the court cited SRI
with the following parenthetical summary:
“letter from patentee to potential infringer
enclosing a copy of the patent, noting pos-
sible infringement and offering a nonexclu-
sive license was sufficient notice for
purposes of 35 U.S.C. § 287(a) but did not
create an actual controversy under the
Declaratory Judgment Act, 28 US.C. §
2201.715 Still, whereas the SRI letter was
explicitly held to be sufficient to meet the
notice requirement, only dicta and infer-
ences support the view that the letter would
not have created an actual controversy.
Although use of the SRI letter as a tem-
plate is not entirely without risk, it is per-
haps the most compelling example of a
demand letter that provides actual notice
without creating an actual controversy.
Several characteristics set the letter apart
from others that might fail to meet the
notice requirement and/or create jurisdic-
tion for a declaratory judgment action,
some of which are discussed and presented
below as tips for drafting cease-and-desist
letters that meet the actual-notice standard
under 35 U.S.C. § 287(a) without creating
an actual controversy under the Declaratory

Judgment Act, 28 US.C. § 2201.

LETTER-DRAFTING TIPS

Be aware that the following tips are not
applicable to all circumstances. For
instance, there may be instances in which
creating declaratory judgment jurisdiction
is not a matter of concern, in which case
more direct threats may be appropriate.
Likewise, in instances in which a client has
properly marked its products, language
even less direct than that used in the SR/
letter may be desirable in order to more
clearly avoid creating declaratory judgment
jurisdiction. That having been said, the fol-
lowing techniques will facilitate drafting
letters balanced between the boundaries of
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the actual-notice and actual-controversy
standards.

1. Never Directly Accuse or Explicitly

Threaten

To avoid creating jurisdiction for a
declaratory judgment action, word your
accusations or implied accusations very
carefully. After specifically identifying the
patent at issue and the accused product or
conduct in order to fulfill the actual-notice
requirement,'® the infringement allegations
should be less than definite and should
preferably be worded to express concern
regarding possible infringement. In other
words, instead of definitively asserting that
a product “infringes”, suggest that the
product “may infringe” or “may be covered
by” the patent.

There is also support for the proposition
that use of language indicating that activi-
ties and/or products “fall within” or “are
covered by” the patent will not create juris-
diction for a declaratory judgment action.!?
However, such language appears to push
the envelope a bit towards the creation of

such jurisdiction, at least in relation to lan-
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guage that leaves open the possibility of
non-infringement.

Another possibility is to use conditional
language. For instance, language along the
lines of “If you infringe . . . we would [seek
damages] [ask that you take a license]” is
likely to be held to fall short of an accusa-
tion that would create an actual contro-

versy.18

2. Avoid “Litigation Language”

To avoid creating a reasonable appre-
hension of suit, language that is typically
used in the context of an infringement law-
suit should be avoided. For example, it is
not advisable to make reference to potential
“damages” or “liability”, nor is it a good
idea to cite statutory provisions, mention
past lawsuits, or make reference to a “jury”
in any way.!'? Such language has been cited
as bolstering the case for reasonable appre-
hension on the part of an accused infringer.

3. Offer a License

Offering a license appears to be helpful
to both objectives. That is, not only is it
explicitly called out by the Federal Circuit

in its “formula” for meeting the actual-
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notice requirement,?’ but it also appears to
mitigate any apprehensions of being sued
on the part of the accused infringer. The
Federal Circuit has indicated that license
negotiations can help establish that no con-
troversy exists, by demonstrating the
prospect of non-judicial resolution.?!
Offering a license can also play a role in a
court’s decision as to whether to choose to
exercise its jurisdiction, even if the juris-
diction has been created by a letter and/or
other conduct by the parties.??

Although offering a license can help
achieve the objectives of avoiding an
actual controversy while providing actual
notice, you should be aware that doing so
may not always be desirable. For instance,
offering a license may compromise or
destroy a patentee’s ability to obtain a pre-

liminary injunction.?3

4. Consider Other Actions Taken by Your

Client

Before drafting a demand letter, con-
sider your client’s background and how that
might impact whether an accused infringer
will have a reasonable apprehension of
being sued. An otherwise innocuous
demand letter could be sufficient to create
declaratory judgment jurisdiction if the
patentee’s past actions—whether directly
related to the accused infringer in the letter
or not—might give rise to reasonable
apprehension of being sued.

For example, a client that has filed law-
suits for infringement in the past, even
against different parties and under different
patents, is more likely to be found to have
created a reasonable apprehension of suit.2*
Threats against an accused infringer’s cus-
tomers may also create jurisdiction, or at
least weigh in favor of such a finding.2> In
any event, the nature of the relationship
between the two parties will be taken into
consideration. More caution is warranted in
sending a demand letter to a competitor with
which your client has had many disputes in
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the past than in sending one to a party with
which your client has had an amicable,
long-standing relationship.

CONCLUSION
Walking the tightrope between demand

letters that fail to provide actual notice of
that
declaratory judgment jurisdiction can be

infringement and those create

tricky. Fortunately, we now know that
achieving this delicate balance is at least
theoretically possible. Hopefully, the con-
tent of this article will guide you in craft-

ing letters that help you accomplish your
goals without producing unintended con-

sequences. @
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