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The Court of Appeals for the

Federal Circuit

 Developed more certainty in many aspects of patent
law, including:
— Validity
— Obviousness
— Infringement
— Damages
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e Claim construction is a question of law -- for the Court
to decide.

e Early claim construction often case dispositive.



Unlted States paient laws did not operaie
oeyornd ine borders of ine Unlied States

35 U.S.C. 271(a): “[W]hoever without authority makes,
uses, offers to sell, or sells any patented invention, within
the United States or imports into the United States any

patented invention during the term of the patent therefor,
Infringes the patent.”
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e Laitram had patents for shrimp
deveining machinery.

« The patents prevented Deepsouth
from making, using, or selling its
machinery in the United States.

 Deepsouth sought to manufacture

parts for the equipment in the US,
then export these parts for final
assembly and use outside the US.
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Deepsouth Packing Co. v. Laitram
Corp. 406 U.S. 518 (1972)



« The Supreme Court decided Deepsouth’s activities
did not infringe Laitram’s United States patents.

e Deepsouth was only making and selling parts or
components, not Laitram’s patented invention.

« The Court invited Congress to change to the law to
cover this situation.



In 1984, the Unlied States enacied  271(F)
i ‘ Wity as

35 U.S.C. 8 271(f)(1) provides that anyone who:

“supplies...in or from the United States all or a substantial
portion of the components of a patented invention, where
such components are uncombined in whole or in part...to
actively induce the combination of such components
outside of the United States...”

will be liable as an infringer if the combination would
Infringe in the United States.



What eaoout a single cormponent?

35 U.S.C. § 271(f)(2) further extends liability to anyone who
supplies:

*any component of a patented invention that is especially
made...for use in the invention...knowing that such
component is so made or adapted and intending that such
component will be combined outside of the United
States...”

If the combination would infringe in the United States.
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Microsoft exports “golden master” disks, which foreign
computer manufacturers use to copy software onto
computers to form an apparatus which would then infringe
If in the United States.
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o § 271(f) provides liability for supplying from the United
States “components of a patented invention”

« Microsoft first argued that, unlike Deepsouth, the master
disks themselves were not a tangible part of the
iInfringing machine, and consequently they were not
‘components.”

Eolas Technologies v. Microsoft Corp.
399 F.3d 1325 (Fed. Cir. 2005)
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colas: Cc)mr)ur@ is C Jq rnot nave
to be physical or ¢

e The Federal Circuit acknowledged that § 271(f) was
written to close the Deepsouth loophole — but held
there was no “tangibility” or “physical” requirement in §
271(F).

e The Federal Circuit consequently concluded that

“components” under 8§ 271(f) included software code on
master disks.

Eolas Technologies v. Microsoft Corp.
399 F.3d 1325 (Fed. Cir. 2005)
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AT&T: Liapllity attacnes for
all foreicn made coples

 Microsoft’'s second argument was that no actual
“components” had been supplied from the United States
as requried by 8§ 271(f), because the copies installed on
foreign computers had been made abroad.

« The master disks exported from the United States are
not “combined” with the foreign computers, and
therefore, Microsoft asserted, they cannot be accused of
infringement under 8§ 271(f).

AT&T Corp. v. Microsoft Corp.
414 F.3d 1366 (Fed. Cir. 2005)
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35 U.S.C. § 271(f)(2) further extends liability to anyone who
supplies:

*any component of a patented invention that is especially
made...for use in the invention...knowing that such
component is so made or adapted and intending that such
component will be combined outside of the United
States...”

If the combination would infringe in the United States.

14



In the present case, § 271(f) is being invoked In the
context of software distribution.

Therefore, in order for us to properly construe the
"supplie[d] or cause[d] to be supplied in or from the
United States" requirement, we must look at the way

software is typically "supplied."

AT&T Corp. v. Microsoft Corp.
414 F.3d 1366 (Fed. Cir. 2005)
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Given the nature of the technology, the "supplying" of
software commonly involves generating a copy.

For example, when a user downloads software from a
server on the Internet, the server "supplies"” the software
to the user® computer by transmitting an exact copy.

Uploading a single copy to the server is sufficient to
allow any number of exact copies to be downloaded,
and hence "supplied.”

AT&T Corp. v. Microsoft Corp.
414 F.3d 1366 (Fed. Cir. 2005)
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It IS Inherent In the nature of software that one can
supply only a single disk that may be replicated

Saving material, shipping, and storage costs

Instead of supplying a separate disk for each copy of
the software to be sold abroad.

AT&T Corp. v. Microsoft Corp.
414 F.3d 1366 (Fed. Cir. 2005)
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. . . such that sending a single copy abroad with the
Intent that it be replicated invokes § 271(f) liability for
those foreign-made copies.

AT&T Corp. v. Microsoft Corp.
414 F.3d 1366 (Fed. Cir. 2005)
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« Whether software Is sent abroad via electronic
transmission or shipped abroad on a "golden master"

disk is a distinction without a difference for the purposes
of § 271(f) liability.

e Liability under § 271(f) is not premised on the mode of
exportation, but rather the fact of exportation.

AT&T Corp. v. Microsoft Corp.
414 F.3d 1366 (Fed. Cir. 2005)
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e The Federal Circuit traditionally held that permanent
Injunctions should issue against patent infringement
*absent exceptional circumstances.”

 This had a chilling effect on accused infringers, and the
threat of a permanent injunction often made settlement
Imperative for defendants.

« On May 15, the Supreme Court addressed whether the
traditional rules of equity apply to patent law cases.

eBay Inc. v. MercExchange, L.L.C.
No. 05-130 (2006)
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e The Supreme Court held that *“well-established
principles of equity” required a four-factor test before
granting injunctive relief, and that these principles
applied in patent situations as well.

“[Tlhe Patent Act expressly provides that injunctions
‘may’ issue ‘in accordance with the principles of equity’
35 U.S.C. § 283

Test requires plaintiff to demonstrate irreparable injury.

eBay Inc. v. MercExchange, L.L.C.
No. 05-130 (2006)

21



 “An industry has developed in which firms use patents
not as a basis for producing and selling goods but,
Instead, primarily for obtaining license fees.

« For these firms, an injunction, and the potentially
serious sanctions arising from its violation, can be
employed as a bargaining tool to charge exorbitant fees
to companies that seek to buy licenses to practice the

patent...”
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o “...[lInjunctive relief may have different conseqguences
for the burgeoning number of patents over business
methods, which were not of much economic and legal
significance in earlier times.

 The potential vagueness and suspect validity of some of
these patents may affect the calculus under the four-
factor test.”
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Pro-Patentee

Microsoft decisions interpreting § 271(f) to impose liability
for certain extraterritorial acts.

Pro-Defendant
Application of the four factor rule for issuing permanent

Injunctions, requiring the plaintiff to demonstrate irreparable
harm.
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