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UNITED STATES DISTRICT COURT
NORTHERN DISTRICT OF CALIFORNIA
SAN JOSE DIVISION
MEDIOSTREAM, INC., Case No.: 5:10-CV-05979 LK

Plaintiff, ORDER GRANTING MOTION TO
DISMISS WITHOUT LEAVE TO

V. AMEND
MPEG LA, L.L.C,,

Defendant.

N N N N N N e e e

Pending before the court is DefendantB@°LA, L.L.C.’s ("MPEG LA”) motion to
dismiss Plaintiff MedioStream Inc.’s (“Medit®am”) Complaint. For the reasons discussed
below, MPEG LA’s motion to dismiss GRANTED without leave to amend.

. BACKGROUND

On December 30, 2010, MedioStream fileddtamplaint alleging the following facts:
MedioStream is a company that developsitetogy for MPEG-2 encoding and decoding video
and audio and related consumer applicatiddempl. 11 7-12. MPEG LA is the “Licensing
Administrator” for numerous “Licensors” that avand have the right iecense one or more

patents necessary for compliance with the MPE&&ahdard (referred to as “MPEG-2 Essential

Patents”).Id. § 13. The Licensors committed to makaitable licenses and/or sublicenses under

any and all MPEG-2 Essential Patents licensabibtlicensable by the t&nsor to any entity

desiring such a license or sublicense on fa@sonable, and non-discriminatory terms and
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conditions. Id. On January 1, 2002, MedioStream enteréal aMPEG-2 Patent Portfolio License
agreement with MPEG-LA as the authorizaedensing Administrator for MPEG-2 Essential
Patents.ld. Under Section 6.1 of the agreemévigdioStream has the right to renew the
agreement for successive five-year periods felife of the portfoliosubject to reasonable
amendment of the royalty terms and ratds{ 15.

MedioStream elected tommew the license agreement pursuant to Sectionl@.1] 16.
MPEG LA, however, refuses to renew the agreenunless subsections are included or existing
subsections are deleted in a manner that waaltkrially change the rights of the parties .1 20-
21. MedioStream’s license agreement expired on December 31, 20J015.

Based on these allegations, MedioStream asied causes of actiofil) pursuant to the
Federal Declaratory Judgment AbtedioStream requests a declavatthat “its products remain
licensed under MPEG-2 Patent Portfolio License agreemednf]"24; and (2) a breach of contract
claim alleging that MPEG LA breached the MPEG-2 Patent Portfolio license agreement by
refusing to renew or to acknowledge Me8iream’s renewal of the agreemeaty 29. The
Complaint alleges that the court has jurisdicerr the claims “under at least 28 U.S.C. § 1332
and the Federal Declaratory Judgment Adtl”’ | 4.

On March 30, 2011, MedioStream filed a motiordismiss the Complaint for lack of

subject matter jurisdiction, which was scheduled for oral argument on June 10, 2011 before Judgt

Jeremy Fogel. ECF No. 10. On April 25, 2011, this case was reassigned to Judge Edward C
ECF No. 20. On May 18, 2011, MPEG LA renoticed the motion to dismiss, and the parties
stipulated to have the motion heand September 16, 2011. ECF Nos. 24-25.

On August 19, 2011, MedioStream filed a Firstéxided Complaint (“FAC”), without first
obtaining a stipulation from opposingunsel or seeking leave of t@eurt to do so. ECF No. 28.
The FAC included two additional defendants: Sony Corporation and Sony Corporation of Am¢
The FAC also added a claim for declaratory megt regarding Non-Infringement, Invalidity, and
Unenforceability of various patents ownegl Sony and administered by MPEG L&8eeFAC 11
1, 49-52. On August 29, 2011, MedioStream filedbpposition to MPEG LA’s motion to dismiss,

requesting leave to file the Amended Complaind that the court acceptas filed as of August
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19, 2011. ECF No. 30. On September 2, 2011, MPEGiled its reply brié and objections to
MedioStream’s request to file the Amendediaint. ECF Nos. 36-27. On September 5, 2011
MedioStream filed a sur-reply. ECF No. 40. September 7, 2011, MPEG LA filed objections t¢
MedioStream’s sur-reply and a request that eitiesur-reply be stricken or MPEG LA be
permitted to file a sur-surreply. ECF No. 4&lso on September 7, 2011, MedioStream field a
request for judicial notice of tHg.S. Supreme Court’s decisionNMedimmune, Inc. v.
Genenetech, Inc549 U.S. 118 (2007). ECF No. 45. On September 13, 2011, the motion was
taken under submission without oral argument pmsto Civ. L.R. 7-1(b). ECF No. 47. On
October 17, 2011, the matter was reassignédeandersigned judge. ECF No. 49.
IIl. LEGAL STANDARDS

Under Federal Rule of Civil Procedure 1Z(h) the defendant may move to dismiss
because the court lacks subject matter jurisdict®milarly, Federal Rule of Civil Procedure
12(h)(3) provides, “[i]f the court determines atygime that it lacks subjechatter jurisdiction, the
court must dismiss the action.” The party invokiaderal jurisdiction heithe burden of showing
that jurisdiction is properSee Thornhill Publishing Co. v. General Tel. & Electronics C&94
F.2d 730, 733 (9th Cir. 1979). The court presumes a lack of jurisdictidrihe party asserting
jurisdiction proves otherwiseSee Kokkonen v. Guardian Life Ins. Co. of Ameisdd U.S. 375,
377 (1994). “Dismissal with prejudice and withcedive to amend is noppropriate unless it is
clear . . . that the complaint could not be saved by amendntemirience Capital, LLC v. Aspeon
Inc., 316 F.3d 1048, 1052 (9th Cir. 2003).

[ll. DISCUSSION

A. MEDIOSTREAM’S SUR-REPLY

Civil Local Rule 7-3(d) providethat “[o]nce a reply is fil no additional memoranda,
papers or letters may be filed without pri@ourt approval.” MedioStream filed its sur-reply
without prior court approval. MEG LA’s request to strike MedBtream’s sur-reply therefore is
GRANTED, and MPEG LA's request in the alternatikiat it be permitted to file a sur-surreply is
DENIED. See, e.g., Al-Hizbullahi v. Bleisn& 04-4903 MMC (PR), 2009 WL 1855234, at *1 n.

(N.D. Cal. June 29, 2009).
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B. MoTION To Dismiss

Plaintiff's original complaint, which is the operative pleading, alleges that the court has
jurisdiction over the claims “undat least 28 U.S.C. § 1332 and the Federal Declaratory Judgm
Act.” 1d. 1 4. MPEG LA argues this court lacks jurcdmbn because the parti@re not diverse and
that the Federal Declaratory Judgment Act isamindependent basisdstablish subject matter
jurisdiction. MedioStre@ has not made any argument te tontrary. Instead, MedioStream
argues that the court should grant it leave to amend its Complaint.

Federal courts have subject matter jurisditiover civil actions “between citizens of
different states,” where the “matter in catersy exceeds the sum or value of $75,000.” 28 U.S
8§ 1332(a)(1). Diversity jurisdiction does not exist unless theisas®e “in which the citizenship
of each plaintiff is diverse from éhcitizenship of each defendantCaterpillar Inc. v. Lewis519
U.S. 61, 68 (1996). Here, MedioStream stated iG@asplaint that it i California corporation
with its principal place of business in Los AfdCalifornia. Compl. 4, ECF No. 1. Thus,
MedioStream is a citizen of California. 28 UCS8§ 1332(c)(1). One of MPEG LA’'s members is
Fujitsu Network Communications, Inc. (“Fujitsu”Fujitsu was incorporated in California and is
headquartered in Richardson, Texas. Decleah-Phillipe C. Gason 2, ECF No. 12. Fujitsu
therefore is a citizen of Califoia. 28 U.S.C. § 1332(c)(1). NBH& LA is also a citizen of
California because a limited liability compaty a citizen of every state of which its
owners/members are citizenslbhnson v. Columbia Properties Anchorage, 487 F.3d 894, 899
(9th Cir. 2006). Thus, the parties are not tdeeand the court lacks diversity jurisdiction.

Additionally, MedioStream’s eim for relief under the Deatatory Judgment Act, 28
U.S.C. § 2201(a), does not cretgderal question pisdiction. “It is wdl settled that the
Declaratory Judgment Act does not itself corfiéeleral subject matterrigdiction, but merely
provides an additional remedy in cases wihnediction is otherwise establishedStaacke v.

U.S. Secretary of Labp841 F.2d 278, 280 (9th Cir. 1988) @émal quotations and citations
omitted). The Act expressly states that a fedevattanay grant declaratory relief “[ijn a case . . .
within its jurisdiction” 28 U.S.C. § 2201(a) (emphasidded). “In determining whether a

declaratory judgment action peggs a federal question, [courtspk either to the defendant’s
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threatened action or to the plaintiff's claimpstrued as a complaint for coercive relie¥bkeno
v. Mafnas 973 F.2d 803, 807 n.2 (9th Cir. 1992).

Under this standard, it is clear that Me8iream’s declaratory judgment action does not
raise a federal question. In order to deteemunether “MedioStream has properly renewed the
license agreement and what terms must be ieduad the renewed license agreement,” the court
must determine the parties’ rights under Califarcontract law. As to a potential lawsuit by
MPEG LA, the only rights allged in the Complaint that MPEG LA could enforce against
MedioStream would be contractual rights basedhe expired licensing egement. Although the
subject of the contract is patditensing, the Complairttoes not allege thatetpatents are invalid
or that MPEG LA owns any of the patents dretvise has standing to bring a coercive action fo
patent infringement.Thus, state law is determinatiséboth MedioStream’s request for
declaratory judgment and any potial action by MPEG LA agast MedioStream, and neither
claim presents a federal question.

MedioStream has failed to ebtish that federal subject ter jurisdiction is proper.
Accordingly, MPEG LA’s motion to dismiss the @plaint for lack of subject matter jurisdiction
is GRANTED.

C. REQUESTTOo FILE AN AMENDED COMPLAINT

! MedioStream requests the caiate judicial notice of the 8. Supreme Court’s decision in

Medlmmune, Inc. v. Genentech, |r®19 U.S. 118 (2007). Medio®am'’s request for judicial
notice asserts, without furtherplanation or pincite, thledimmunas inconsistent with “[tjhe
jurisdictional caseselied on by MPEG LA.” ECF No. 16. Hower, “judicial notice is generally
not the appropriate means to establighlégal principles governing the casédth v. Grand
Trunk R.R.306 F.3d 335, 349 (6th Cir. 2002). Judicial notice oMleellmmunedecision is
unnecessary and is therefore DENIED.

Furthermore, if MedioStream intended to dtedimmundo support its argument that the
court has subject matter juristian over MedioStream’s request fdeclaratory judgment, that
comparison is inapposite. In contrast tofdnets presented in thease, the petitioner in
Medimmunédrought an action against thatent holder seeking a de@ton that the patent was
invalid and that no royalties were owing underltbense agreement because of patent invalidity
and because of non-infringememledimmune549 U.S. at 123-24. The Supreme Court held thal
the petitioner could establish Anticle Il case or controversyhile continuing to pay royalties
“under protest and with reservation of all [its] rightg” at 122. Here, thissue raised by MPEG
LA’s motion is whether MedioStream'’s requést relief under the Declaratory Judgment Act
gives rise to federal question question jurisdittioot whether an Article Il case or controversy
exists.
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MPEG LA argues that, becauséstbourt lacks jurisdiction over the Complaint, this court
also lacks jurisdiction to grant MedioStream ledw file its Amended Complaint. MedioStream
argues the court should grantrégjuest to amend the Complamirsuant to Fed. R. Civ. P. 15.
MedioStream does not address hitv court can issue such arder without subject matter
jurisdiction over the action and d®aot cite any case suggestingtth federal court that lacks
jurisdiction over a Complaint can grant leave teamthat Complaint. MedioStream also has not
attempted to distinguish tmeany cases cited by MPEG LA.

“In determining federal court fisdiction, we look to the aginal, rather than to the
amended, complaint.Morongo Band of Mission Indians v. California State Bd. of Equalization
858 F.2d 1376, 1380 (9th Cir. 1988). “Subject mattesgliction must exist as of the time the
action is commenced.Id. “If jurisdiction is lacking at the dget, the district court has ‘no power
to do anything with the case except dismissl.”(citing 15 C. WrightA. Miller & E. Cooper,
Federal Practice and Procedur@&4, at 332 (1986), and the coudigsequent orders, including
an order granting leave to amend the complaint would be nulidiest, 1381.

Although 28 U.S.C. § 1653 provides that défexallegations of jurisdiction may be
amended, “Section 1653 provides meely for defective allegatiomsly; it does not provide a
remedy for defective jurisdiction itself.Morongo Band of Mission Indian858 F.2d at 1380 n.2
(internal quotation omitted). Where the claim gdld in the original complaint does not “arise
under” federal law, the complaint cannot be amended to allddgegent claimthe action must be
dismissed.Willis v. Tingey No. CIV 06-0242, 2006 WL 1222967 *2 (E.D. Cal. May 5, 2006)
(citing Newman-Green, Inc. v. Alfonzo-Larrad90 U.S. 826 (1989)). In other words, where the
court lacks jurisdiction ovehe original complaint, and the proposed amendment “would
completely alter the theory ofdltase, not simply correct a defecpleading,” granting leave to
amend is improperAmerican Land Title Ass’n v. Great American Ins.,Gtm. 05-CV-4365, 2006
WL 1329782 *5 (N.D. Cal. May 16, 2006). Hereethroposed FAC seeks to add new defendants,

assert new claims, and alter the theory of the case. While the original complaint was based gn a

breach of contract theory, the proposed FAC seeks to add a claim for declaratory relief establishit

patent non-infringement and invalidity. Agplained above, the Cdudacks subject matter
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jurisdiction over the original complaint. Giveretfurisdictional defects in the original complaint
are not merely defects in allegations, the Cha# no jurisdiction to grant MedioStream’s requesit
to amend its Complaint.
IV. CONCLUSION

MPEG LA’s motion to dismiss is GRANTE®ithout leave to amend, but without
prejudice to Plaintiff pursuing itsontract claims in state court pursuing its patent claims in a
new federal action. The €k shall close the file.
IT IS SO ORDERED.
Dated:January24,2012

United States District Judge
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