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Judging Patents in a Fundamental Shift? -
Perspectives from Recent U.S. Supreme Court

Precedents and Patent Reform in Taiwan

by Lingyao Huang,Charles Pan, Angela Lu, Bonnie Lo and Frank Wu

Abstract

Patent right is a crucial tool for corporation in competitive business environment.
Globally, Taiwan is regarded as technology followers. For many years, Taiwanese
companies positioned themselves at labor-intense and less value-added manufacture
industries. Today, while Taiwan has leaped into a high-tech oriented industrial
environment, many companies are nevertheless under constant threat of patent
infringement litigation and the bleek prospect of hefty damages if they should lose the

case.

To overcome this situation, Taiwan should actively participate in key technological
standard-setting discussions to elevate its level of sophistication and global orientation.
In addition, Taiwan needs an intellectual property-friendly environment to encourage
innovation, research and protection to coordinate industry-wide intellectual property
development. This paper is to provide and analyse the latest developments in the U.S.
patent system, its potential impact on the world patent system, including Taiwan, so that
hopefully Taiwanese companies can pause, reflect and design better business strategies to

cope with these dramatic changes.

KEY WORDS: Patent Right ~ Intellectual Property Law ~ Licencing Fee
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£ J13% 2 ~KSR v. Teleflex

R A # 4] 4 ~eBay v. MercExchange

LA £ 2 48 Ten L 12 ~Medimmune v. Genentech

4T o pggyp | (CodlitionforPatent Faimess) [ g, 4 1 }4 g pr | (Coalition for Patent Fairness ) i&
S N R s T LR S SRR E AR YR ST

kdeag £ RLIRTS o e B R A I R E R/ D D% {:cE F 40T D The members of the
Coalition for Patent Fairness strongly support the bipartisan, bicameral patent reform legislation in
the House and Senate, both called the Patent Reform Act of 2007, introduced by Senators Patrick
Leahy (D-Vt.) and Orrin Hatch (R-Utah) and Representatives Howard Berman (D-Calif.) and
Lamar Smith (R-Texas). In 2007 < iz BEE P = ffef-® § & (Fdad & fl:cd -

% & http://www.patentfairness.org/ 4 =t 2007.08.27
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(- ) KSR v. Telefle

2007 & 4 " 30 p # W F i# Fedt¥ Teleflex Incorporated and Technology
Holding Company ( f§ # Teleflex ) 5% KSR International Co. ( #§ # KSR) - % >
TEFNPPERENF A BET B A A d S E m s
DI FinfRe > XA T REFERIAI AL HREHE IR
LR HENARAEE S 12 R

2002 & 11 7 18 p Teleflex + % B % & 190528 d B W 204 = 2 prdevv e £
* B KSR &% H #h3 5 6,237,565 ~ 6,305,239 ~ 6,374,695 % B & F1 5 4
“WKSRZ-A2 R 285 GE 2P RPATIAT LI R ¥ 0 %A
iR 2 R IR REE KSR FRRER S ZEJIER R ET
FRBERICTIRAF > 2 LA L aro F B A RAR L] & 2T o KSR A28
GUEB R - BT e FH (S IRy e grda e BN 3 el o

2007 # 4 7 30 P Eg i P 2 R ES v BN feen ] o 3R
v F o B L RIE Reny e ol A b Ao B R G mn

R R A S e e RS e £ B 12 % 10371 2 A 26

Draft KSR Training Guidelines Under OMB Review : 2007.07.24.. The USPTO has sent to the
Office of Management and Budget (OMB) for review draft final guidance for use by patent
examiners in determining if an invention is obvious in view of the U.S. Supreme Court’s decision
in KSR v Teleflex. The USPTO will post the final guidance document on its website after OMB
concludes its review. In the interim, the agency will begin training for examiners on
implementation of KSR. http://www.uspto.gov/web/patents/notices/ksrguidance.htm
TLLAREAAR: ;2 F KSRv. Teleflex % % W B2l @ F’?T‘u{{ AF BT AT T ET 2
Sfeds | A g 0 R mIRE R w;g,:@ge} Bip = B BchdcT | 2 TR ”Lr;b:}i
AR B a2 AR P TR TR E B Tk 2 T
¥t ERz2 g T’\'rf?‘f:% B mIREIE 2 AT A P FE o #2155 USPTO & k&34~ 2 & MPEP
2 B% Py EATEBLIARTEAR - 2AFEM A H R www.tipo.gov.tw 2007.09.25
% 5 KSR Intematlonal Co. v. Teleflex, Inc., 550 U.S.; 127 S.Ct. 1727, 167 L.Ed.2d 705 (2007) -
’ 3': R &A% 103 535 US.C.8103)4 R 7 1T ¥ B2 5 5 2Lhgm 5 oz A SR E P B2
Py + 102 FER T 40l g B & bt 2 FE o e Kb 1L B R A3 FpeR 2 gmﬂz

R ETOR R B LR b e Y R D AR RS E A T R
}47'——11_*]“5 &F‘§ﬂ97 ‘%—\Zﬁ'—,:ﬁ@io
—Eﬁ’f *ﬂmr# ik w102 iE2 (D& (g)anm 1T 5 A3 s, F3%1 & $wz P12
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A - FogE PR A I R dpenE nicir gt o) TTSM 2 pl—
# 77 ~ %51 & $ $#(Teaching, Suggestion, Motivation)'® | + s * o 4 7 & fE22
- BEAlhiga b aoik o R d Bt R R Y B A w e L K
Ao ABPRE L - FP L AR GRLTSM R -

B A7 B R 3 e 8w 7 ¥ 6,305,239 ~ 6,374,695 & L& Flenizigdn
oo WEHHRE 6,237,565B1 ik JiE 72 > 25L& 1R ~d Steven J.
Engelgau #7¢ 3 @ £d Teleflex = & B~{7 71 3% % ] fp 7324 - 2003 £ 12

112 pOEERE S FutadiE 7 24 (summary judgment) ' 1R 27 565 &

B AFP ARG - ARG > RGEZERIBELER - AR T #ﬁ“frfﬁ’sf‘ﬂg
Y2 v Eqlt e ; B R 5 “Conditions for patentability; non-obvious subject matter. (a)A
patent may not be obtained though the invention is not identically disclosed or described as set
forth in section 102 of this title, if the differences between the subject matter sought to be patented
and the prior art are such that the subject matter as a whole would have been obvious at the time
the invention was made to a person having ordinary skill in the art to which said subject matter
pertains. Patentability shall not be negatived by the manner in which the invention was made.

Vo Bl AT A R e S - A2 F T A AR (TR B dra i 5 % (As stated by
Winner Intl Royalty Corp. v. Wang, 202 F.3d. 1340, 1348 Fed. Cir., 2000) , % 7 & fgidi% & /0
Baa b i d HATRBRAR R Y AR £F G ko  EilARBREs - F
Peng it gk E i) e TSM 2 Bl—3or ~ 51 & & % (Teaching, Suggestion, Motivation) >
Pz R kb 18 2 P ehify A (In re Kahn, Fed. Cir. 2006)c d 3% 8 -0 97§ gy o 40 8 — it
A £ F TSM 2Rl T3 &4 B 40 (& F Bfsr ) uﬁ i gl

B RIEP AL BT i o

531* R e HRL e BT A A PG T G AJIE TR A e A
P PR R T AR S A UET E S e BT 2 {’]}Iﬂ,%ﬁm L B8 d o fg
l‘miﬁ KSR v. Teleflex (2006)— % 4 d) B 2Risn fecahr 47 2 2k F 2 v 3 3 £ % {172 103
EE AW A G P - KD 0 TSM 2 Bl ARE ® % ofr Graham A 15608 % 7 - R
PE o B 12 Graham & 47 5 fRARZEEE @ & oli s (7 R o

Some critics of the TSM Test have claimed that the test requires evidence of an explicit teaching or
suggestion to make a particular modification to the prior art, but the Federal circuit has made clear
that the motivation may be implicit, and may be provided for example by an advantage resulting
from the modification. In other words, an explicit prior art teaching or suggestion to make a
particular modification is sufficient, but not required for a finding of obviousness. The TSM Test
has been the subject of much criticism. The U.S. Supreme Court addressed the issue in KSR wv.
Teleflex (2006). The unanimous decision, rendered on April 30, 2007, overturned a decision of the
Federal Circuit and held that it "analyzed the issue in a narrow, rigid manner inconsistent with
§103 and our precedents," referring to the Federal Circuit's application of the TSM Test.[2] The
court held that, while the ideas behind the TSM Test and the Graham analysis were not necessarily
inconsistent, the true test of nonobviousness is the Graham analysis.—syllabus and openion of the
court in KSR v. Teleflex(2006) %- & http://www.supremecourtus.gov/opinions/06pdf/04-1350.pdf
2007.09.25

Uiy WA T R 1:;3 LA ERT D A FH AR A E BT & R T L
(summary judgment ) » &v% R S e Y XK "Pfﬁs\ BORAE] 0 A PRAEF AT PR

Fh o N F G- 2 7}1:-,:» moving party, ¥ & j* 4P 5 moving party #t#% N E

» R fﬁ*?”@f"ﬁ'p J’Nm’]i— '&F%/zi—sbﬂqﬂﬁaf‘_;ximia7" » AR

’d
P
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pT Aiﬁﬁ%Zﬁ#aﬁ%@/ F B RS Bl

flthkgm % o (obviousness) 5 d > HZE IR 5 &2c > KSR Flpt 2535 o 2
{6 e EAE I Teleflex #& 41 F 3% » BRI Reditdd 0 B 203 2 2 o fTid & il (5
HA-5 32005 F 1 % 6 p Radi$h4 %—Fxﬁt—’}\‘?*%ﬂ%“iz—]’m{% IFE
WL iyt TSM Rz B2  BEagP Atz 2.3 - BE
F- A A s > § A4 B8 & Asano patent “Th 9T B B cn g Y
P TA PR o EOvH S it Bl r TSM AR FI S v BN

Bk e ¥ 0 #er kg w L B e B BB RS b ol ek B

B %P £¢ L5 56| Graham v.John Deere Co. of Kansas City,
i U A b R BT R I A b ok d Al o A R R
R 7o FRATAEADBEECLE K] F2FNLE > 0 E - LPEELED
Ly R AR o 70 F 7 Graham %R RE > @AY shE K

% “t422 @” (Hindsight)> f& L2 P & B 88 5 o a|gr o

FH AEBAE2LZTH - 2L AT RES O ONAEZRRE P U F AL B F s %
B T ¥ % moving party 0% - 2 £.F F 1 o . See Adickes v. S.H. Kress & Co., 398
U.S. 144, (1970), and Celotex Corp. v. Catrett, 477 U.S. 317 (1986) °
' Graham v. John Deere Co., 383 U.S. 1 (1966), 7 5 - % R & i# Faflph {12 5 103 28
A b e b HE g A S P ot B R R 0T RE R AR
o B - AR R e ARG B R 103 R R A THRN KA BE
F13 P kg @ % i (1)the scope and content of the prior art; (2)the level of ordinary skill in the
prior art; (3)the differences between the claimed invention and the prior art; and in addition, the
Court “secondary considerations” which could serve as indicia of nonobviousness. They include:
(1)commercial success; (2)long-felt but unsolved needs; and (3)failure of others.

However, the court also recognized that these questions would likely need to be answered on a
case-by-case basis, first by the United States Patent and Trademark Office (USPTO), then by the
courts. —From Wikipedia, the free encyclopedia %ﬁi—g http://en.wikipedia.org. 2007.09.27
Hindsight bias, sometimes called the I-knew-it-all-along effect, is the inclination to see events that
have occurred as more predictable than they in fact were before they took place. Hindsight bias has
been demonstrated experimentally in a variety of settings, including politics, games and medicine.
In psychological experiments of hindsight bias, subjects also tend to remember their predictions of
future events as having been stronger than they actually were, in those cases where those
predictions turn out correct.  Prophecy that is recorded after the fact is an example of hindsight
bias, given its own rubric, as vaticinium ex eventu. = One explanation of the bias is the
availability heuristic; the event that did occur is more salient in one's mind than the possible
outcomes that did not. It has been shown that examining possible alternatives may reduce the
effects of this bias. —From Wikipedia, the free encyclopedi a  http://en.wikipedia.org. “the
hindsight bias significantly influences non-obvious judgments . . . . Ex post knowledge of
invention deeply affect[s] participants’ conclusions regarding whether an invention is non-obvious
ex ante.” Gregory Mandel, Patently Non-Obvious: Empirical Demonstration that the Hindsight
Bias Renders Patent Decisions Irrational,670HIOST.L.J. _ (forthcoming2006),availableat
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H s et ¥ 4 £ (Secondary Consideration ) 4 &1 =& 7 ~ £ ) & 2 34
BT R BB AMEZRIDFPEE S BT E o
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B A R ER - R EA L R gL - gl

3% - B A G REAIRd Gk T IR RN 0 2SR TR R
BPF 2R REE R FLEFP TR b oy 3 (obvious to try) 0 @ 4B
R LRI

£ B d 0 ®aE ~ Tis L2 @ | (hindsight bias) » @ gt ¥ en

Bz oo BB AT RES Pl P Bt g e
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¥

~=

% http://papers.ssrn.com/sol3/papers.cfm?abstract_id=871684, at 16. 31d 2007.10.08
' The Technology at Issue.....Adjustable Pedals.....The particular gas pedals at issue here are
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Rlig# 2 2enp o Afd - L 52k B3 AA R B b i
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djustable pedals.....Adjustable pedals are old in the art ; they were a common technology at least
twenty-five(25)years before the alleged invention at issue here. The Transition From
Cable-Actuated to Electronically-Actuated Fuel Systems...... Prior to the mid-1990, most new
vehicles sold in the United States wre equipped with engines whose throttles were actuated by
mechanical cables...... Commencing in the mid-1990, increasing numbers of vehicles sold in the
United States were equipped ith engines whose throttles were controlled electronically...... The
electronic signal travels via wire into the engine compartment where, typically, it is input into the
electronic throttle control.  KSR’s petition for a writ of certiorari in the Supreme Court
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Its a common sense(iz&_% ). Its the known options within his or her technical
graspGGe AP M B8 4 L7 E 3 L EH). There is a design need(7 %3+
FenZ F)' | There is market pressure to solve the problem( %] J fEA-R AR T
FRA)FE R BB EAREH I LG EFER THY - R ¥
HEEEA B LnE R 2 LG B aPs o G RE R 7%
b2l LN I o

USPTO % 3t 2007 & 10 * 10 p % % “#-pEF /2 2 KSR - % a4

ST F AL b ooy 0 87 P 0 SRR 2)ETR A B Aok

' When there is a design need or market pressure to solve a problem and there are a finite number of
identified, predictable solutions, a person of ordinary skill has good reason to pursue the known
options within his or her technical grasp. If this leads to the anticipated success, it is likely the
product not of innovation but of ordinary skill and common sense. In that instance the fact that a
combination was obvious to try might show that it was obvious under §103. Id.. Cite as: 550 U. S.

(2007) 17, opinion of the court,

http /I'www.patentlyo.com/patent/files/KSRvTeleflexOpinion.pdf
é}\ﬁv*lj_7 i 5&4—; )_L'—Tr ‘}\‘\«’ﬂ }5-554 y m “zf}';;,i’;fr' J—ﬂ;Pﬂp; )‘,';’;JT_% #m&g~ﬁ x-fl\p?j,
ﬁ%m%%ﬁﬁ%ﬁﬂiﬁﬁ#wdﬁ* iﬁmﬁm%ﬁw B 4R i
B FHVERIFYOAH O PELIET LG RAER T35 ~ﬂ“:}iiﬁx€“%‘i§‘$‘€%‘?° ERE

AR T eGP RET ééi(obvioustotry)ﬁ’lii’ FakEsd Lk b oniEk §1030 ) T
ﬁl%ﬁﬁﬂ@b i g KSR v. Teleflex % % Bl i fx T f L ¥ % § Lijherees
Wi g o 2 wmINEIE TAFEB RIS BBk ) 2 TEHE P TR B
e R inﬁfr' 7’Eb§fr'FE,J,Bw;1’f'§§p—r’FFR’J",“\—%"E»XF*‘I\G?:-‘}:Ji F5 3t
e _LIE/ 4 T\mwt% F R E I 2 T &L A PR H 1k USPTO A k434 ~ 2 & MPEP 2
% LT AT EBLARETAALE o |  —FHEMA L 2k, www.tipo.gov.tw
The Court noted that the analysis supportmg a rejection under 35U.S.C.&103(a)should be made
explicit and that it was “important to identify a reason that would have prompted a person of
ordinary skill in the relevant field to combine the [prior art] elements”in the manner claimed. The
Court specifically stated: Often it will be necessary...to look to interrelated teachings of multiple
patents ; the effects of demands known to the design community or present in the marketplace ; and
the background knowledge possessed by a person having ordinary skill in the art, all in order to
determine whether there was an apparent reason to combine the known elements in the fashion
claimed by the patent at issue. To facilitate review, this analysis should be made explicit.
KSR,slip op. at 14(emphasis added). Therefore,in formulating a rejection under 35 U.S.C. &
103(a) based upon a combination of prior art elements, it remains necessary to identify the reason
why a person of ordinary skill in the art would have combined the prior art elements in the manner
claimed. “MEMORANDUM” from United States Patnt and Trademark Office. % £ *itdr= o
8 USPTO %] % % @ % 4% 1 Guidelines :
(D gAnFHENAE2 g w2 F A TR NEE QT BEVHREHPDESD §
Hpoh e o gl Q)% ¢ ke afgineanEl &3 2 5 (4) é oo et - BAE
Fee P vEIVIHHPEENEE 2 506) THEH ot R 0 d 3 Uiy~ VIR
PR PR AT L W (6)F) 5 R g AR ﬂ%m4§ s gt e e
MR RATE 0 A - P T Y W Pl e (DIF D AR gor 1A
ol - L EF B Jﬁeviiﬁvp oS FRELDPIT R - HHEP -
) http://www.uspto. gov/web/offices/com/sol/notices/72{r57526.pdf 2007.10.15

i
g,
N
€
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(HER TEBFT  FFI L FAET RBEZ L hF 0 ¥ LA

s fiit § (Markman hearings) 1 e £ F R A F LR GLT &

Vohmy S BT ATV B - R RFA AL OREE  TI L REE
(Markman Hearings ) > 7# F ¥ % a‘u N L Sl de SRS p SR 4 ’L‘+__|1 %Hs@ﬁf_t‘ %

R ZE IR 2 2 PRAEE & Reph B 7 UARR F o
Who decides the first question—the meaning and scope of the claims—was less clear. The Federal
Circuit's opinions contained "inconsistent statements as to whether and to what extent claim
construction is a legal or a factual issue, or a mixed issue." In Markman v. Westview Instruments
Inc., the Federal Circuit ruled that the issue of claim construction is a question of law to be decided
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(- ) MedImmune v. Genentech?

£ WP AR LA o TRz 2 A (declaratory judgment) | > &2 f 2 2 4%
22 B i g g en T % end . (actual controversy ) | 2, 5 e e g
MR T RACE R T W EP RO E 0 F - SIRAAAEEA T TR
TRA ) ek THRPEA T A HE G RN TR > L8 P DR LA
BAE A - B3 RETERZE > V- 262 #HEJF R A TR 6
S e FI 0 BRIEA R B F B (blhe 0 BRI &)X K 1R L IRE
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solely by the judge: "We therefore settle inconsistencies in our precedent and hold that in a case
tried to a jury, the court has the power and obligation to construe as a matter of law the meaning of
language used in the patent claim." The Supreme Court affirmed, ruling that "the construction of a
patent, including terms of art within the claims, is exclusively within the province of the court.”
The National Law Journal, May 24, 1999.
http://www.howrey.com/practices/ip/index.cfm?contentID=288 &layout=printer

20<L7i—‘ﬂf&r— .

2 MedImmune, Inc. v. Genentech, Inc., 549 U.S. _, 127 S.Ct. 764, 166 L.Ed.2d 604 (2007) -

2 Actual controversy is also termed controversy. “A controversy in this sense must be one that is
appropriate for judicial determination. A justifiable controversy is thus distinguished from a
difference or dispute of a hypothetical character; from one that is academic or moot. The
controversy must be definite and concrete, touching the legal relations of parties having adverse
legal interests. It must be a real and substantial controversy admitting of specific relief through a
decree of conclusive character, as distinguished from an opinion advising what the law would be
upon a hypothetical state of facts. ( Aetna Life Ins. Co. v. Haworth, 300 U.S. 227)”, Black’s Law
Dictionary Delux Seventh Ed.
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B“Declaratory judgment is a binding adjudication that establishes the rights and other legal relations
of the parties without providing for or ordering enforcement.” Black’s Law Dictionary, Abridged
8th Ed.

#* 359 F.3d 1376 (Fed. Cir. 2004)
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36 4 9 eBay, Inc. v. MercExchange, LLC, 547 U.S. _, 126 S.Ct. 1837, 164 L.Ed.2d 641(2006) -
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(1) e L 32 $ 4 2382
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* 35U.S.C. § 283 — Injunction: “The several courts having jurisdiction of cases under this title may
grant injunctions in accordance with the principles of equity to prevent the violation of any right
secured by patent, on such terms as the court deems reasonable.”

% In deciding whether to issue an injunction, courts have traditionally considered four factors: (1)
irreparable injury; (2) inadequacy of legal remedies; (3) balancing of parties’ hardships; and (4)
whether an injunction would adversely affect the public interest. Romero-Barcelo, 456 U.S. 305,
312-13 (1982).

Opu e p) F d EB £ At 1982 # % 41 (Weinberger v. Romero-Barcelo, 456 U.S. 305 (1982))
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BABFF S S M AB e f S EEREY Y 1 £
= ~ MICROSOFT v. AT&T %
(- ) Microsoft v. AT&T*

FREPHEACERAP T ARPEE ARG E R LA W R Ry

Zigv HEAPEP 2 £ jE(exclusive rights) » 5 B2 B ik A Rk

PP 4 BhE > FRMEHEA P ET 2ERL T 27T EOFRTER

Peo gAY LA e oS pRSES - B F % 09600035711 BL4 Hl A F 2 39 iF A&
W EPH oD PGS T2

CHEMHARIEFIEE R D L D0 (BIeP Bk & R RS 2 B

# % 9 Microsoft Corporation v. AT&T Corporation, 550 U.S. _, 127 S.Ct. 1746 167 L.Ed.2d 737

(2007) -

* See Dowagiac Mfg.Co.v.Minn.Moline Plow Co.,235U.S.641,650(1915)(“The right conferred by a
Patent under our law is confined under to United States and its Territories)

* Title 35 U. S. C. £271(f)(1) provides that it is an act of direct patent infringement to “supplies . . .
from the United States . . . components of a patented invention . . .in such manner as to actively
induce the combination of such components outside of the United States
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1 &-(extraterritorial effect to U.S. patent law) ? & 34 i g2 = F?24& 2 T+ » &
Fl s R LT R(ZE S ) RERT 2HL A 2 2R84 i
FhEFcFED e A EF B OB A2 P e ¥ A5 A L 274 R T ek
WO )& & £F T2 RE A2 T L2 4 2 (component) ? £ B F i Fet
PGP G MRS R o e R A BT B RE F R
Bk M ATET ef — B0 WG 35 5 Sl R AES 2 b b 1032
ARV RBEEHNIY LRl B2 BRFF A0 o ¥ MR T R kst
(Windows)#t % %t — T % P %L % (T4 kg Aod 33 %m e man”
(speech codecs) » $13F 3 518 (7 #c = Y kB @dﬁ,ﬁ BR 22 AT&T 2 2 % @ %
US32580 5. % 1%

Mg FER - W F - RwART FFE & S(a master version of
Windows) » % ¥ 3 ;% ¥ $& sk @t (golden master disks)# i¥ & 3 e g4 B B 3% > 3%
TR P A W RREE N = 5D kA (copies)  #5 B kg gt
SRl TR EE BB Y

AT&T = @ §peifiege 2 @ 0 M E WP a = 2 dkde b I RERD o 4p

TR D P T R AR RARP 2 R - T o

x\‘\

a2

AT&T 2 7 % W% US32580 %% 41 » 4 it % B& 12 % 271 i£(35U.S.C. £271)

7" A”speech codec”is a software program that codes a speech signal into a more compact form > and
decodes it back into a signal that sounds like the original.

* AT&T holds a patent on a computer used to digitally encode and compress recorded speech.
Microsoft’s Windows operating system has the potential to infringe that patent because Windows
incorporates software code that, when installed, enables a computer to process speech in the
manner claimed by the patent.

* Microsoft sends each manufacturer a master version of Windows, either on a disk or via encrypted
electronic transmission, which the manufacturer uses to generate copies. Those copies, not the
master version sent by Microsoft, are installed on the foreign manufacturer’s computers. The
foreign-made computers are then sold to users abroad. The mask disk or electronic transmission
Microsoft sends from the United States is never installed on any of the foreign-made computers in
question. Instead, copies made abroad are used for installation.
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(a)% % (b)7E % 2 % (35U.S.C. £271(a)~ (b)"» {2 £ 4 A& & & 271 i (H)Im R 2o

|

AT&T ’i‘ e R%Pmy"ﬁ:-u s (531}'34.,4)! JLJ%-@\-iE‘:] o 2%
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TR EERYE ) Y ¥ E W PR s 20 e fe(United
States Court of Appeals for the Federal Circuit » 12 7™ f§ f T s 2Riciw e ) )3 i
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(gold master disks)F ¥ /& P H BB F A MR R BEFAAMRF S > 2
AthE EALT ML A FREAEY 271 EWMFE P TR L2
“component” % “supplied---from the United States” % #f v4 iZ g2 & i .

MR AT&T = @3 Enphipfifce > @ B3 s g AT el 7 5 0 @

HSEF 2RSS 271 55 (D)% “r42 “component” % “supply” # £t & 1§

L

T

BERE S FERARFAREEERLZEEY S R  EREF R

%0 See Brief for Respondent 9 » Microsoft refused to license AT&T.s patented technology despite
repeated requests (J.A. 17), and in 2001 AT&T sued Microsoft for patent infringement. AT&T
asserted several bases of infringement, two of which Microsoft conceded after AT&T presented its
case-in-chief to the jury. First , Microsoft stipulated that it directly infringed AT&T.s patent under
Section 271(a) by making infringing devices in the United States: namely, by installing the
Windows object code on its own computers during the process of developing ,testing , and
debugging the software. Pet. App. 42a; Pet. Br.4 n.1. Second, Microsoft stipulated to liability under
Section271(b)for actively inducing other parties to infringe AT&T.s patent.specifically, by sending
the Windows object code to U.S. computer manufacturers (also called original equipment
manufacturers or OEMs.) with the specific intentthat they install Windows on their computers and
thereby make devices that infringe AT&T.s patent. Pet.App. 42a; Pet. Br. 4.

71 USPQ 2d 1118 (SDNY 2004)

414F.3d 1366(2005)

Brief For Petitioner » Title 35 U.S.C. § 271(f) provides that it is an act of patent infringement to
“suppl[y] . . . from the United States” a “component of a patented invention” in a manner that
induces the combination of that component with other components outside of the United States.
The questions presented are: I. Whether copies of a “component” made in a foreign country are
“supplie[d] . . . from the United States”; and II. Whether a “binary sequence of numbers that
lacks physical existence” may be considered a “component of a patented invention” within the
meaning of Section 271(f).

> BRIEF FOR RESPONDENT > 1. Whether digital software code. an intangible sequence of .1.s.

5
5
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%" Deepsouth Packing Co. v. Laitram Corp., 406 U.S.518 (1972)" ##2. ¥ Ji >
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and.0.s..may be considered a .component[Jof a patented invention. within the meaning of 35

U.S.C.
§ 271(f); and, if so, 2. Whether Microsoft.s transmission of such code abroad constitutes the within

the meaning of that provision- suppl[y]. of such a component.
> This case poses two questions: First, when, or in what form, does software qualify as a
“component” under§271(f)? Second, were “components” of the foreign-made computers involved
in this case  “supplie[d] ” by Microsoft* from the United States”?
In Deepsouth Packing Co. v. Laitram Corp., 406 U.S.518 (1972), this Court held that a company
was not liable forpatent infringement under 35 U.S.C. § 71(a)—which prohibits“mak[ing] . . . a[]
patented invention, within the UnitedStates,” without authorization—where it manufactured all the
component parts of a patented shrimp deveining machine in the United States and shipped those
parts for final assembly abroad. 406 U.S. at 524. Because the final assembly occurredin a foreign
country, the Court concluded that the defendantdid not “make” the patented machine within the
United States and therefore did not infringe the patent. Id. at527. The Court emphasized the
territorially limited nature often the U.S. patent laws, explaining that Section 271(a) “makes it clear
that it is not an infringement to make or use a patented product outside of the United States.” Ibid.
Recognizing that its decision might be viewed as opening a loophole in the patent laws, the
Deepsouth Court invited Congress to providea “clear . . . indication of intent to extend the patent
privilege” to the export of components of a patented invention forassembly abroad. Id. at 532.
Congress responded to Deepsouth by enacting Section271(f) as part of the Patent Law
Amendments Act of1984, Pub. L. No. 98-622, § 101, 98 Stat. 3383, 3383. Seel30 Cong. Rec.
H10,525 (Oct. 1, 1984) (“This proposal respondsto the United States Supreme Court decision
in[Deepsouth], concerning the need for a legislative solution toclose a loophole in patent law”); S.
Rep. No. 663, 98thCong., 2d Sess. 2-3 (1984) (explaining that the “provision is a response to the
Supreme Court’s 1972 Deepsouth decision™).
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-ERER o M s o BHAL T B RBEEEY ﬁv?.é,.gﬁﬁgéfi”o,‘?
7% Bt A £ (Windows) /2l 3 MBRHE S - AT %™ P2 41 W& (acopy
of Windows )> = i #2 1 5 £ R & 112 % E(DI TR (component)®’e
- BRI i p 2 RB P TER( “supplie[d] 7 by Microsoft

" from the United States” ?): &% 2 Feiua 75§ K p 2 REP ERDEF
%@ A W& (copies) it 5 % 271 0% (f) 7 #7fL2 “supply “-° 15
GRELEFAIRB M ABRI AT TR PSR RETE 0 BF

Pk R Rader i 7 iz 2R3 i b A UFE S 2 ¢ § A ERE LIRS 271

> Abstract software code is an idea without physical embodiment, and as such, it does not match
§271(f)’s categorization: “components” amenable to “combination.” (05-1056 IIIB )

*¥ One can speak of software in the abstract: the instructions themselves detached from anymedium.
(Ananalogy: The notes of Beethoven’s Ninth Symphony.) One can alternatively envision a tangible
“copy”of software,the instructions encoded on a medium such as aCD-ROM. (Sheet music for
Beethoven’s Ninth.)

> Windows abstracted from a tangible copy no doubt is information—a detailed set of instructions—
and thus might be compared to a blueprint (or anything containing design information, e.g., a
schematic, template, or prototype). A blueprint may contain precise instructions for the
construction and combination of the components of a patented device, but it is not itself a
combinable component of that device.

% In sum, a copy of Windows, not Windows in the abstract, qualifies as a “component”

under?271(f).Microsoft and the United States stress that to count as a component, the copy of

software must be expressed as “object code.” “Software in the form in which it is written and
understood by humans is called ‘source code.” To be functional, however, software must be
converted (or ‘compiled’) into its machine-usable version,” a sequence of binary number
instructions typed “object code.” Brief for United States as Amicus Curiae 4, n. 1; 71 USPQ 2d

1118, 1119, n. 5 (SDNY 2004)(recounting Microsoft’s description of the software development

process). It is stipulated that object code was on the master disks and electronic transmissions

Microsoft dispatched from the United States. We need not address whether software in the abstract,

or any other intangible, can ever be a component under §271(f). If an intangible method or

process, for instance, qualifies as a “patented invention “under §271(f) (a question as to which
we express no opinion), the combinable components of that invention might be intangible as
well. The invention before us, however, AT&T’s speech-processing computer, is a tangible thing.

The Court agrees. Under §271(f)’s text, the very components supplied from the United States, and

not foreign-made copies thereof, trigger liability when combined abroad to form the patented

invention at issue.

6
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62 Judge Rader, dissenting, noted that “supplying” is ordinarily understood to mean an activity
separate and distinct from any subsequent “copying,” “replicating,” or “reproducing”—in effect,
manufacturing. He further observed that the only true difference between software components and
physical components of other  patented inventions is that copies of software are easier to make
and transport. But nothing in §271(f)’s text, Judge Rader maintained, renders ease of copying a
relevant, no less decisive, factor in triggering liability for infringement

5 Section 271(f) contains no instruction to gauge when duplication is easy and cheap enough to
deem a copy in fact made abroad nevertheless “supplie[d] . . . from the United States.”

% Any doubt that Microsoft’s conduct falls outside §271(f)s compass would be resolved by the
presumption against extraterritoriality, on which we have already touched. See supra, at 2, 4. The
presumption that United States law governs domestically but does not rule the world applies with
particular force in patent law.

% The traditional understanding that our patent law*“operate[s] only domestically and does not extend
to foreign activities,”Fisch & Allen, supra, at 559, is embedded in the Patent Act itself, which
provides that a patent confers exclusive rights in an invention within the United States. 35 U. S.
C. §154(a)(1) (patentees rights over invention apply to manufacture, use, or sale“throughout the
United States”and to importation“into the United States™).

6 As a principle of general application, moreover, we have stated that courts should“assume that
legislators take account of the legitimate sovereign interests of other nations when they write
American laws.”

7 If AT&T desires to prevent copying in foreign countries, its remedy today lies in obtaining and
enforcing foreign patents.
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[ United States Government ]

President Congress Supreme Court
7o R e

LiFsedR M e 463 @ 4B F WM =n 723%(United States Department of
Commerce) T 2 F & flR ¢ FaF 2 Eflam %% A2 % WEF &5 US
Patent Trade Office) »

a 'F? T Yoo B 20 2 W B 2R 2 % $%(United States Department of Justice) > A
VA F VA S T RERE T S S S 2 T E R 337 E G MR
THEMAEET 22 IRE T 5 A A% R ¢ (United States International Trade
Trade Commission) » /&> % K B 20 & 4 % > % (United States Department of
Homeland Security), 34 {7 4 Z W T HJE L F 2> F R~ N ERBER R
¥ (United States Custom Service) » 2 g & 22} 2 WG M B'E§ 5 L&A (6]
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The Executive Branch | The Legislative Branch | The Judicial Branch
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Congress U.S. Supreme Court
Commerce/USPTO
Department of Library of Congress/
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Justice Copyright Office
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Custom Service
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B33 £MEE %A

S EEEALRTE
(-)KSR %
E J48 A (Teleflex)*t § prd k® A% T Bhdo™
o BE L P ARABERMAAAR A A RN BIGE RO K
G S1ES 3 LA Rl
RS S RE T ST TS B IR A (TP
%0 o B2t Fom F B AURR i R Rl

5’,\_.
/i e > 3 71
B iE ‘z’”fﬁ’i’f? °

% See Brief for respondent Teleflex Inc. : The arguments of petitioner and its amici rest on a false
caricature of the Federal Circuit’s settled suggestion, teaching, and motivation inquiry, Page 14 -

" See Brief for respondent Teleflex Inc. : The suggestion inquiry is compelled by this Court’s
precedents, the statutory test, and sound patent policy, Page 14 -

"' See Brief for respondent Teleflex Inc. : The suggestion inquiry best effectuates Congress’
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B B % % [ ¥ Graham v. John Deere Co., 383 U.S 1(1966) =] j&-2_15 » - B
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e chBEm b A0 Hor WS A B 5 1938 £ B dsd AR R )

% I2(Court of Customs and Patent Appeals ~ T B 2033w fean £ )B 4ode * 5 2.
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(- )eBay %

* eBay % 7|7 > & {48 4 (MercExchange )" 53 P A% FiE R

determination to balance the interests of inventors and the public, Page 10

2 See Brief for respondent Teleflex Inc. : Petitioner’s arguments for overturning the settled
obviousness inquiry are not persuasive, Page 11 °

7 See Brief for respondent Teleflex Inc. : The Solicitor General’s proposed “innovation” standard
would introduce considerable uncertainty and dis-uniformity into federal patent law, Page 12 -

™ See Brief for respondent Teleflex Inc. : Second, the Court should reject the government’s proposed
“exceptional innovation” standard on the ground that Congress adopted the “obviousness” standard
precisely to supplant the prior inquiry into inventiveness, which proved too vague, Page 17 ©

™ See Brief for respondent Teleflex Inc. : The question whether the Federal Circuit properly applied
its suggestion inquiry to the facts of this case is not presented here, because petitioner has waived
that issue, Page 13 °

76 See Brief for respondent Teleflex Inc. : Since this Court’s decision in Graham v. John Deere Co.,
383 U.S 1(1966), a single, uniform standard has guided both examiners and courts in evaluating
the “obviousness’ of inventions, Page 14 -

7 See Brief for respondent Teleflex Inc. : Later employed by he Federal Circuit looks to “whether a
person of ordinary skill in the art, possessed with the understandings and knowledge reflected in
the prior art, and motivated by the general problem facing the inventor, would have been led to
make the combination recited in the claims.”, Page 14 -
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B BB LAEE TERE AL ERPETER LD
Fle g REVPEESL > T AT EABHELEFT A FBESLJIE T
FEES R T HR R B4 o

2.% 4148 4 T $4# R FE (Willingness to license) | 7 ¢ = # F 3 (estoppel) °
BAIA L EE AR 7 LRE IR B AR o B e B IR S 2
WERJHEA T g P RFFEHRH LT FEEPFENL > R ERJIZER
PR R GEAIATE AL 2 22 0 Ve TR R R L F 5 E )
¢ % F % (non-use ;% & fIHM o A A AEF £ 44 202d P

3B M B I A 2 F P T AF & (fail to commercialize its

invention ) 3 32 d B #4145 > £_ZF 447 Continental Paper Bag Co. v. Eastern

8 See Brief for respondent : The general rule recognized by the Federal Circuit is entirely consistent
with long historical practice. a statutory right to exclude in exchange for disclosure of an invention.
to enforce the terms of this bargain, the law, since at least the early nineteenth century, has
uniformly been that, absent special circumstances, a permanent injunction will issue once patent
infringement is found. This general rule flows ineluctably from the nature of the patent right and
the application of traditional principles of equity. It is therefore unsurprising that such a rule is also
consistent with the general availability of permanent injunctions for other intellectual property
rights, as well as analogous rights in property.P12.

See Brief for respondent : The patent holder’s right to exclude can be protected only by preventing
others from encroaching on that right; thus, once a patent has been found valid and infringed, the
patent holder will in most cases have irrefutably shown that it will suffer irreparable harm in the
absence of an injunction. Only in rare cases will any balance of hardships or the public interest
favor the adjudged infringer; in most cases those factors will strongly favor the patent holder. In
other words, the discretionary application of traditional equity principles will, as a .general rule,
Result in the issuance of a permanent injunction once infringement and validity have been
established. P12.

See Brief for respondent : “Willingness to license” one’s patent cannot estop the patent holder from
asserting its right to exclude third parties, and the district court’s contrary rule is not only
unsupported by law but (by discouraging licensing) contrary to interests in promoting innovation
and competition. P13.

See Brief for respondent : The district court also erred in relying on MercExchange’s .non-practice
of the invention as a ground to deny injunctive relief. Under this Court’s precedent, licensing does
not constitute non-use, but even if it did, non-use cannot be a basis for denying a permanent
injunction. See Continental Paper Bag Co. v. Eastern Paper Bag Co., 210U.S. 405 (1908). P13.
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82 See Brief for respondent : In Continental Paper Bag Co. v. Eastern Paper Bag Co., 210 U.S. 405,
430 (1908), this Court made clear that a permanent injunction could be granted despite the patent
holder’s complete non-use of the patented invention, and indicated that injunctive relief was the
only way to protect the exclusive rights .which the law confers upon the patentee..56 Continental
Paper Bag was essentially about whether complete failure to exploit a patented invention .i.e. , a
patent holder’s failure directly to use the invention or to license it to others amounted to a form of
patent suppression or misuse that should deprive the patent holder of access to equitable relief.
P44.

%3 See Brief for respondent : as both this Court and Congress’s actions have repeatedly reaffirmed,
Congress has chosen to promote progress. not by imposing a use requirement but by granting
patent holders a statutory right to exclude. inreturn for disclosure of an invention.p14.

% See Brief for respondent Genentech, Inc. : 1. There is no actual controversy, 2.This court should
exercise equitable discretion to dismiss this suit, Page 17and Page 40 -

% See Brief for respondent Genentech, Inc. : MedImmune is therefore wrong to suggest that Article
111 is satisfied simply by a disagreement over a point of law that the parties care about, and that is
factually concrete enough to permit a definite answer. MedImmune must identify some injury to
legal rights or legally protected interests, and it must show that the alleged injury has occurred, is
“imminent” or “certainly impending,” or otherwise presents a compelling necessity for review
prior to the point at which judicial intervention has traditionally been available. , Page 25 -

8 See Brief for respondent Genentech, Inc.: This case has little in common with breach of contract or
typical patent declaratory cases, Page 36 °

%7 See Brief for respondent Genentech, Inc. : This case requires careful attention to the constitutional
limits on anticipatory or hypothetical adjudication, Page 17 -
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(z ) Microsoft Corporation v. AT&T Corp %

Microsoft v. AT&T % 6| ¥ » & 414 4 (AT&T)> & 53 k¢ 4 sRE2nicie

N

Feshidih» ¥ g F B EEH T FLHEA 4o
L 2Pl FREFES 271 EOEH BRI T I
T 2AGF PP A R R R YR R A BT BT S o @ TR Pl
29 Tp £ FB PN ERALT 508 7 5 (shipping:--from the United States) | *° o
2.FREAEF 271 (DA AL 12 Mcomponent | 2 f 2 WH P Bk
" Supply---from the United State ;> 3 B3t 2 X2 & 2f2f 1+ 2 ¢ &

4 7 P F£(ambiguous)” ehE % o

3R BRIz % 271 iE()7F % 2 4F #¢ Deepsouth %k #7514 2 /% ik

% See Brief for respondent Genentech, Inc. : The traditional equitable principles governing situations
like this one are clear and categorical; this is a textbook case for the maxim that in appropriate
circumstances equitable discretion may be “hardened by experience into rule.”, Page 41 o

% See Brief of respondent Genentech, Inc. : This suit violates basic equitable principles, Page 42 -

% See Brief for respondent Genentech, Inc. : Adjudication of licensee challenges to validity prior to
repudiation frustrates the core purposes of the patent laws, Page 44 -

! See Brief for respondent Genentech, Inc. : As this Court observed in Wilton v. Seven Falls Co., 515
U.S. 277, 287(1995), if a court “knows at the commencement of litigation that it will exercise its
broad staturtory discretion to decline declaratory relief” on equitable grounds, it need not “go
through the futile exercise of hearing the case on the merits first” and should simply decline
jurisdiction at the outset., Page 41 -

%2 See Brief for respondent : First, the presumption is simply inapplicable because Microsoft is liable
nder Section 271(f) not for extraterritorial .conduct , but for conduct performed domestically:
shipping its U.S.-developed, U.S.-tested Windows software from the United States.P41

% See Brief for respondent : Second, even if Microsoft.s activity in this case had an extraterritorial
dimension, the .presumption. would be inapplicable because, where it applies at all, it operates
only to break interpretive ties when a statute is ambiguous as to its geographic scope. P42 -
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% See Brief for respondent : Deepsouth , 406 U.S. at 531. Nothing in the reasoning of Deepsouth
supports Microsoft.s claim that applying Section 271(f) in these circumstances would involve
an .extraterritorial. application of U.S. law(and it would not, for the reasons discussed in the text).
In Deepsouth ,because Section 271(f) had not yet been enacted, the U.S. company could face no
liability for infringing a combination patent unless Section 271(a)had genuinely extraterritorial
application, in the sense that a foreign company > could violate U.S. patent laws (or a U.S. company
could .induce .such a violation under Section 271(b)) through assembly of an infringing device
abroad. The Court rightly noted that Congress had not revealed an intention to create liability in
those circumstances.P42 -

See Brief for respondent : If anything, faithful enforcement of Section 271(f) comports with the
international goal of fighting cross-border piracy by ensuring that countries maintain .expeditious
remedies to prevent infringements and remedies which constitute a deterrent to further
infringements.. Agreement on Trade-Related Aspects of Intellectual Property Rights,
IncludingTrade in Counterfeit Goods, Apr. 15, 1994, art. 41(1), in Marrakesh Agreement
Establishing the World Trade Organization, Annex 1C, 331.L.M. 1197, 1213-1214 (1994).

95
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% See Brief for petitioner : Where prior art does teach or suggest that particular means or methods
can be utilized to achieve a given objective, that of course is a basis on which a court can rightly

conclude that subject matter claimed in a patent would have been obvious and , therefore, cannot
be patented, Page 27 -

°7" See Brief for petitioner : The Federal Circuit’ s doctrine is a failed experiment, Page 49 -
% See Brief for petitioner : The Federal Circuit' s radical re-interpretation of 103(a) has been in
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operation long enough that this Court can observe the consequences, and they are not good, P 49 -

% See Brief for petitioner : First, unlike a patent, a copyright prevents only copying of the protected
work. It grants no rights over independent creations of similar or even identical works...copyrights
protect only the particular expressions of ideas, but patent rights offer protection at a much broader
and more conceptual level, Page 45 -

1% See Brief for petitioner : The Federal Circuit’s near-automatic injunction rule cannot be reconciled
with the plain language of § 283.p14.

1% See Brief for petitioner : in the Patent Act itself, Congress as balanced that right to exclude with
other competing interests, such as promoting competition and the economy. p14.

192 See Brief for petitioner : In 35 U.S.C. § 283, Congress struck the balance by giving federal courts
the express discretion to deny injunctive relief. Congress also protected the “right to exclude” by
providing other potent remedies such as mandatory compensatory damages, including for
post-judgment losses ,pre-judgement interest ,and the possibility of treble damages and attorneys’
fees. pl4.

19 See Brief for petitioner : Section283’s conferral on district courts of discretion to deny injunctive
relief is a “provision [] of this title” to which every patent is expressly made “subject.”
Independently ,the grant of injunctions in personal property cases is not nearly automatic , but
rather is based on the traditional four-factor test. p14.
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Medlmmune *t423% 2 v 2528 5 - 288 > X Az n AL ad

%% = % & (Article I & » &5 #73) «0F % £ 3k (Actual Controversy)''* » % =
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1% See Brief for petitioner : First, the district court reasonably found that eBay had shown an absence
of irreparable harmbecause MercExchange licenses its patents for money, made repeated
statements that damages were both adequate and the only relief it sought, and delayed two years
before seeking any form of injunctive relief. Id. at 54a-55a. p15.

195 See Brief for petitioner:Second, the district court properly found, based on these same facts, that
MercExchange’s injury was monetary and thus it had an adequate remedy at
law.Pet. App.55-56a.p15

1% See Brief for petitioner : Third ,the balance of hardships weighed against an injunction because, as
eBay was attempting a work-around, additional litigation would be necessary with or without an
injunction, and the threat of enhanced damages would deter post-verdict infringement. Pet. App.
58a-59a. pl15.

197 See Brief for petitioner : Finally, the public interest did not favor an injunction because the public
would benefit from continued access to the inventions at issue, and there was a possibility that
subsequent regulatory action might invalidate or restrict the patent at issue. Id. at 57a. p15.

1% See Brief for petitioner: Continental Paper Bag, Co. v. Eastern Paper Bag Co., 210 U.S. 405 (1908)
(“Continental Bag”), does not preclude reading the plain language of35 U.S.C. § 283 to accord
district courts their traditional equitable discretion to grant or deny injunctions. P16.

1 See 05-130 oral argument : The Patent Act says the right to exclude is important, but it's only
protected by the principles of equity under section 283. P57.

"% See Brief for petitioner. : The complaint stated A “Case of actual controversy” under the
declaratory judgment act and Article 111, Page 14 -

""" See Brief for petitioner. : To bar petitioner from declaratory relief would constitutionalize the
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rejected doctrine of licensee estoppel, Page 33 -

"2 See Brief for petitioner: Article III should’t be reinterpreted to freeze federal patent policy, P 38 ©
'3 See Brief for petitioner. : Page 34 ©

"4 See Brief for petitioner. : Most immediately, the present decision would disrupt a basic tenet of

federal patent policy-encouragement of challenges to patent validity-and then elevate that revision
to a constitutional ruling, beyond Congress’s power to correct, Page 38 ©

5 See brief for petitioner : Microsoft installed the Window object code on Microsoft owned

computers during the software development process ,and consequently stipulated to direct
infringement under Section271(a).p4
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"% See brief for petitioner : Microsoft eventually stipulated that ,by licensing copies of the Windows
object code to manufacturers of computers that are ultimately sold in the United States, it induced
infringement of the 32580 patent under Section271(b).p4

""" See brief for petitioner : Congress did not intend ,for example ,to prohibit the defendant in
Deepsouth from supplying templates or prototypes that that would allow the duplication of
component parts of a shrimp deveining machine in foreign countries .If it had intended to reach
such conduct ,Congress could have added language to Section271(f) declaring it an act of
infringement to “make an component of a patented invention outside the United Stats” or
to ”supply from the United Stats”the design specifications required to make the copies overseas. In
combination with the enacted text of Section271(f) > such language would have facilitated the
imposition of liability whenever an unauthorized component of a patented invention-manufactured
overseas or in the United States could be traced back to a U.S. p27

18 See brief for petitioner : Congress did not make out an exception to territorial limitations of the
Patent Act. To the contrary, in responding to Deepsouth, Congress expanded the scope of
infringing acts to Include additional activity that occurs entirely within the United States-that
is ,”supplying or causing to be supplied in or from the United States.” 35U.S.C.E271(f)(1).The
prohibited activity-supplying component “ in or from” this country-is entirely domestic;
Section271(f) as enacted by Congress thus has no extraterritorial effect.p32 ~ p33

19 See brief for petitioner : Even if the more nature reading of the stature encompasses foreign
activity, as long as “the stature’s language reasonably permits an interpretation consist with“the
general presume ption that Congress seeks to avoid interference with other nation’s sovereignty, a
court “should adopt it” > P30

129 See brief for petitioner : The presumption against the extraterritorial application of U.S. law is
especially strong in the patent context because the application of U.S. patent law to foreign
commercial activity intrudes upon other nations’ intellectual property law systems and thereby
creates a significant risk of international discord. P31 -

121 See brief for petitioner : This Court has thus long recognized that U.S. patent laws generally are
“not intended to operate beyond the limits of the United States.” Brown, 60 U.S. (19 How.) at
195;see also 35 U.S.C. §154(a)(1)(“Every patent shall grant to the patentee the right to exclude
others from making or selling the.invention throughout the United States”). P31 -
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122 See oral argument: Construed as the sole means of proving obviousness the teaching suggestion
motivation test is contrary to the Patent Act, irreconcilable with this Court’s precedents and bad
policy, Pagel8 -

' See oral argument. : It is a legal question. And moreover and more importantly, the problem with the
Court of Appeals analysis, one problem, and with the expert’s analysis, is that they are focusing on
the narrow definition of the quote unquote problem by looking only at what this particular inventor
was trying to solve, but the scope of the claim is far broader, Page 27 -

124 See oral argument : It was an open secret in the patent bar that the approach being taken by the
Federal Circuit was inconsistent with cases such as this Court’s Sakraida decision, Page 20 °

125 See oral argument : One of the problems with the Federal Circuit’s test is that it transforms what this
Court made clear in Graham is supposed to be a legal determination. Ultimately it transforms it into
a jury question. Page 24 -

126 See oral argument : Another problem with the Federal Circuit’s test is that it devalues and
de-emphasizes the statutory focus and this Court’s focus in Graham on the capabilities of the person

of ordinary skill, Page 25 -

5-49



VT G O bl Al
g B A g s ﬁfﬂf}ﬁ“’f”ﬁ G

*teBay® k| ¥ o % FEZRF it & (as amicus curiae) T FefR i = BhAe T

LEJER &2 EFFTREAMA T FRE 2P e 8T ER
FELIPFENL A BR2RBERGFR DL R iAo RE T AT
B2 AjR s BT RERETPEEHL PG R EERY

2.7 MOSIBLE fl2 38 G R T B2 H U R w2 2R 2 0 3 3£ 5]
211208 2. R %> >t L % 42/ PF(reexamination process )ik £ R & 1 h 4~ % & (&

P gl e B R R REJ A ER A TAILIOEHM G LA

‘i“_

FER 0 %% I & AR o

[EERES
3EJIERE R A FRPG B FREHL B LF 2R

E-D

¥ 5 4f 2_ 4 & (irreparable Injury) » v 45 3 i@ ¥ B AR ¥ RE TR 1290 % g
?ﬁfljé"‘ Bé*"d'ﬁ}%‘%ﬁ& XLLPA-EFAf %

gt s R T RN GE

127 See 05-130 oral argument : The United States submits that the right to a patent is an important
matter, but it must be considered in the context of the remedies as well. And the United States further
submits the patentee's right to an injunction should be covered by the familiar four-factor test this
Court has applied in cases such as Weinberger v. Romero-Barcelo, 456 U.S. 305 (1982). This Court's
express endorsement of the four-factor test would provide disciplined guidance and a framework for
the lower courts to evaluate whether or not a patent should issue in any particular case. P27.

128 See 05-130 oral argument : MR. MINEAR: -- that, in fact, is ongoing in this case. And we think
merely that the Patent and Trademark Office's office action is not sufficient. In this case, if I can
speak outside the record, there has been what is called a first office action and a second office action,
but no final action by the PTO. But even if there was final action by the PTO, that would still be
subject to review by an administrative body, the Board of Patent Appeals and Interferences, and
there would be further judicial review. The PTO would not withdraw the patent, would not certify
that it's invalid until the conclusion of the judicial process. So we think for that reason the district
court should not act precipitously. It may have -- the district court would have discretion to take that
into account, whether it should stay further proceedings pending the --.P29.

12 See 05-130 oral argument : with regard to irreparable injury, patent infringement normally will
result in irreparable injury because it denies the patent holder its statutory right to exclude others
from practicing the invention. and usually damages are not an adequate remedy p30,p31.

130 See 05-130 oral argument : the reason why damages are not an adequate remedy is because, as
Judge Easterbrook indicated, it's very difficult for the district court, looking forward, to determine

what business opportunities are available to the -- to the licensor or the practitioner in the face of the
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prospect of continuing infringement. And that is why, as Judge Easterbrook noted in the Catheter
case, the injunction harnesses the market to determine what the market value of that patent is. It
forces negotiation between the parties, as compared to the court acting to try and develop a reason
able royalty based on a battle of experts. p31,p32.

1 See 05-130 oral argument : the district court has awarded the damages for the past --past actions
already, and the question is how will we deal with the threat of continuing infringement. And the
difficulty that the district court faces here is it has to, if it takes no action, as it's done now, it will at
some later date have to go back and determine what those damages would be. We are suggesting
what Justice Kennedy suggested; namely, that the injunction proceedings provide an opportunity to
determine whether or not the supposed work-around that eBay has will work or will not, and
the injunction will be structured to allow it or not, depending on whether or not it's determined to be
infringing. That allows the market to go forward with a determination, a certainty that eBay.p33.

12 See 05-130 oral argument : equity should be cautious not to inflict unnecessary hardship on parties.
In the case of a nonwillful infringer, for instance, that has made good faith investments that might be
set aside by the -- by an injunction, there might be grounds in those circumstances not to issue an
injunction.p34.

13 See 05-130 oral argument : There's also a public interest inquiry as well. If the injunction would
threaten national security, public health and safety, undermine core aspects of commerce —.p34.

134 See oral argument. : There is a concrete dispute between the parties about their legal rights and

obligations. If that dispute is resolved, money will change hands. That is an Article III case or
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controversy, Pagel7 -
135 See oral argument. : I think it is important to recognize that the parties here actually have a concrete
dispute about what the licensing agreement means, Page 21
136 See oral argument. : If the parties have a concrete dispute about the validity of the patent, and it
would affect their rights and obligations in the way that it would here—in other words, that money
will no longer be due to the Respondents if the patent’s invalid--, Page 22 -
137 See oral argument. : From the moment the petitioner has an argument that from the moment it
ceased—it starts claiming that the patent is invalid and pays under protest, that it is entitled to those
royalties back, Page 26 o
% See oral argument. : It is also —the licensee also does not need to breach the licensing agreement in
order to case a case or controversy, Page 24 o
139 See oral argument. : Where the petitioner claims that the patent is invalid, that they could —that the
petitioner’s claims unsettles their right, damages their property value, potentially, and that they could

bring a declaratory judgment action of validity, Page 25
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140 See No 05-1056 oral argument : Section 271(f) is a limited extension of normal territoriality
principles that is designed to shore up the prohibition against actually making a patented invention in
the United States, but it does not take the further and extraordinary step of applying United States
law to the conduct of copying parts abroad for assembly and sale abroad conduct is properly the

subject of foreign law. P17.

1 See No 05-1056 oral argument : The first is that it protects the foreign government's sovereign
prerogative to establish the rules of competition that will govern companies that wish to compete in
that foreign country's markets by copying their products abroad, assembling them there and selling
them there. P17.

42 The second, which is the flip side of that point, is that it enables United States companies to
compete on an even playing field abroad against their foreign competitors by manufacturing,

assembling, and selling parts abroad, subject. P18
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144 Title 35, part III, Chapter 26, §261

145 Title 35, part III, Chapter 29.

146 Title 35, part III, Chapter 29, §283

7 http://www.supremecourtus.gov/opinions/05pdf/05-130.pdf On Writ Of Certiorari To The United
States Court Of Appeals For The Federal Circuit, May,15,2006.

148 Title 35, part III, Chapter 26, §261
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150" http://www.abanet.org/publiced/preview/briefs/home.html Questions Presented: 1. Whether the

Federal Circuit erred in setting forth a general rule in patent cases that a district court must, absent
exceptional circumstances, issue a permanent injunction after a finding of infringement. 2. Whether
this Court should reconsider its precedents, including Continental Paper Bag Co. v. Eastern Paper

Bag Co., 210 U.S.405(1908), on when it is appropriate to grant an injunction against a patent

infringer. http://www.supremecourtus.gov/docket/docket.html  Question presented: Whether the
Federal Circuit erred in setting forth a general rule in patent cases that a district court must, absent
exceptional circumstances, issue a permanent injunction after a finding of infringement.

31 Title 35, part III, Chapter 10, §103 (a) A patent may not be obtained though the invention is not
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ed o BRI B R %Ko ~ ¥51 ~ #48 (Teaching, Suggestion,

Motivation ) &g * 5 @ {a‘ A s R H - ahdkor ~ 51 #4% (Teaching,

5

Suggestion, Motivation) ”= j# k2| 2% & Jledga & ot o ARHFAF 2 5
§UBEE R RERAT . 2 PL L {14 A 0a b wop
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o GEF FFAAEA FRENFRAFEIEEL I > LI
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identically disclosed or described as set forth in section 102 of this title, if the differences between
the subject matter sought to be patented and the prior art are such that the subject matter as a whole
would have been obvious at the time the invention was made to a person having ordinary skill in the
art to which said subject matter pertains. Patentability shall not be negatived by the manner in which
the invention was made.

132 Interview with Professor Lee A. Hollaar July,2007.

153 http://www.supremecourtus.gov/docket/docket.html ~ Question presented: Whether the Federal

Circuit has erred in holding that a claimed invention cannot be held “obvious” -+ and thus

13

un-patentable under 35 U.S.C §103(a) - in the absence of some proven “’teaching - suggestion
or motivation’ that would have led a person of ordinary skill in the art to combine the relevant prior
art teachings in the manner claimed.”

134 Title 35, part III, Chapter 31, §311

155 Title 35, part III, Chapter 29, §282
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- RN FALF =E Fd R BT, B 7§ B 3 7 4% ii-(declaratory
judgment actions) {7 # o *EF FARIAE- > A BT E O 0 A F MkAzw o R

Ao

& MedImmune v. Genentech % > &+ e 2R8> 42 L3RS PR &
o AT AE A o F o B EHRE S W H G 2 R RALRE
TAERAELHAHE EGhTRT o kA E or 3o £ {F- A 7 Medlmmune
v.Genentech % » # 9 & A& IR E NP % o PUFEDF % > LJHEA T
WEET RS- 2 RO mEnY o ERganEgy LY

& Microsoft Corp. v AT & T Corp. % > ",% 4-4F = & (component) % 4c & £ &
Bogd FRBANE2TIH G AT B 8323 4 h Tk B nd i 5

DARLRE- KR LA EeiEeEr c ERL IR SEIRE

136 http://www.supremecourtus.gov/docket/docket.html ~ Question presented: Does Article III’S

grant of jurisdiction of “all cases...arising under the Laws of the United States,” implemented in the
“actual controversy” requirement of the Declaratory Judgment Act, 28 U.S.C §2001(a), require a
patent licensee to refuse to pay royalties and commit material breach of the license agreement before
suing to declare the patent invalid, unenforceable or not infringed?

57 http://www.supremecourtus.gov/oral_arguments/argument_transcripts.html MedImmune, Inc. v.

Genentech, Inc. Argument Transcripts ,Page 19, Wednesday, October 4, 2006.  As a policy matter, it

is not clear from this Court’s cases exactly what types of agreements would be enforceable.

138 http://www.supremecourtus.gov/oral_arguments/argument_transcripts.html MedImmune, Inc. v.
Genentech, Inc. Argument Transcripts ,Page 5, Wednesday, October 4, 2006

159 Title 35, part III, Chapter 29, §281

10" Title 35, part III, Chapter 29, §283

161" Certiorari To The United States Court Of Appeals For The Federal Circuit. No. 05-1056. This case
poses two questions: First, when, or in what form, does software qualify as a “component”
under§271(f)? Second, were “components” of the foreign-made computers involved in this case

“supplie[d] ” by Microsoft” from the United States”?
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220 £ BB 4 B2 Microsoft Corp. v. AT & T Corp. % » i di 3 J] 1 48
iR o B 0P AR ,]*z;-\ Microsoft i *H 4l & 384 2 & 2 W &2 ¢ iF
BP0 Bl i A R FROD- U 3 o AE R
m%%m’ﬂﬁ’iwaaﬁ?@%ﬂ@méfmwbﬁ“m

HEFRRERE ® 3 ,]*ﬂg‘f*k B NRE 8 R 0 RN 5
% 4 B ¢ International Trade Commission (ITC) 42> 3% ¥ =& 7 & I chi7
had 3 AR

TROMRFTEAALE € ARk #2003 & 18> 2004 &

W
G
]
=i

4=
She

27 > 2008 & 28 > % 2006 & & = & i 32 it A7

b
4y

T § % ok SCF. B2
hFlF - 0 S o P FEFMEOER LR HER o S FRRE LTS
EFRPF 2 AU EBIBRS > o F I LERE Y AR 2 RS
T IEREP > FIEAS ERIMATEIAALA OB EFFN AP
oo RSP A sk PR e RR D FER F AR A E RM 2

162 Title 35, part III, Chapter 28, §271.

1 http://www.supremecourtus.gov/oral_arguments/argument_transcripts.html Microsoft v. AT&T.

Argument Transcripts ,Page 16, Wednesday, February 21, 2007. Section 271(f) is a limited
extension of normal territoriality principles that is designed to shore up the prohibition against
actually making a patented invention in the Unite State, but it does not take the further an
extraordinary step of applying United States law to the conduct of copying parts abroad for assembly
and sale abroad conduct is properly the subject of foreign law.

1% http://www.supremecourtus.gov/oral_arguments/argument_transcripts.html Microsoft v. AT&T.

Argument Transcripts ,Page 17, Wednesday, February 21, 2007. In other words if a German
condition wanted to compete in the United States subject to German law by making copies here,
assembling them here, selling them here, Germany would stay out of that because it’s the United
States’ prerogative. Also there are significant differences between the nations’ patent laws.

15 Bingham McCutchen LLP Presentation Material, July, 2007
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1% Bingham McCutchen LLP Presentation Material, July, 2007
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167 See USPTO press release, Oct.10, 2007 The Guidelines stress that the familiar factual inquiries

announced b the Supreme Court in it much earlier decision, Graham v. John Deere Co., 383 U.S 1,

148 USPQ 459(1966).

See USPTO press release, Oct.10, 2007 That is, patent examiners will continue to consider (1) the

scope and content of the prior art, (2) the differences between the claimed invention and the prior

art, (3) the level of ordinary skill in the pertinent art, and (4) objective evidence relevant to the
issue of obviousness.

169 gee USPTO press release, Oct.10, 2007 However, in keeping with the KSR decision, the
Guidelines explain that there is no requirement that patent examiners use the TSM approach in
order to make a proper obviousness reject.

170 See USPTO press release, Oct.10, 2007 The Guidelines emphasize, however, that the identified
rationales are only examples, and that any explanation of facts and reasoning based on the
Graham inquiries may be used to support a rejection for obviousness.

168
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p% ¢ The Court of Customs and Patent Appeals (CCPA)' ™ » + fi‘u%’—\i P B 2003 F
S o BT E T B < T B IR 0 Fletd 1950~2006 2 B i
FlHEfI%n  AFERp EJIRI I BEFLRHE -

- iR RS B nERY, FEMOEIELT 0 1
FAT R T A4 B ] F(claim construction) p ] - > R Rk F e § R FIPERT
BHT o R BRGREROEL > HAENGT (0 AEE S

AHIHNARA A ETAERN LT > AR RS AL T AN TREFELE

o

F R AR AR RS B A B IR TR TReng LT R AL £
PNARIE CENEL  LRaE{ A BEFI T S A AP EFTHE

" http://judiciary.senate.gov/testimony.cfm?id=2803&wit_id=6509 Written Testimony of Mr. Bruce
G. Bernstein. In the wake of eBay and other recent Supreme Court decisions, the negotiating
strength of patent owners has radically diminished, particularly to the detriment of smaller, less
resourced firms that license their patented innovations. Mandatory apportionment, post-grant
opposition and similar legislative measures would, for many such innovators, drive the final nail in
the coffin.

172 http://www.fedcir.gov/about.html The United States Court of Appeals for the Federal Circuit was
established under Article III of the Constitution on October 1, 1982. The court was formed by the
merger of the United States Court of Customs and Patent Appeals and the appellate division of the
United States Court of Claims.

' Judge Michel Letter to Congress, May 3, 2007. First, the provision making claim construction

rulings immediately appealable will likely increase filings in this court, as I previously advised.

One empirical study suggests that the annual filings, now at about 500, would double. If so

substantial additional delays in deciding patent and all other appeals would ensue. The appeals in

patent cases presently take almost a year to resolve; because of the impact of additional filings, the

delay could easily approach two years. Meanwhile, the bill commands that all already typically

two-to-three years. The new provision could double that delay.
http://judiciary.senate.gov/testimony.cfm?id=2803 &wit_id=6509. Written Testimony of Mr.

Bruce G. Bernstein.  Under current law, issues concerning claim construction may be appealed to

the CAFC upon a judgment from the lower court. The Senate bill would allow a party, as a matter

of right, to appeal from an interlocutory order on claim construction. Since claim construction is a

crucial component to virtually all patent infringement cases, a party dissatisfied with the lower

court’s order will most likely pursue an appeal to the CAFC. As a result, this right of appeal will
significantly delay final judgments from the lower court and result in increased delays in reaching
potential settlements, as well as increased litigation costs.

174
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' Damages are two: At Least a Reasonable Royalty--Georgia Pacific Factors. Lost Profits--
Incremental Profit and Price Erosion.

7% The Georgia Pacific factors come form a 1970 district court decision in New York. Georgia
Pacific Corp. v. United States Plywood Corp., 318 F. Supp. 1116,166 USPQ235 (S.D.N.Y1970).
The Court in that case listed as a fifteenth fact a hypothetical negotiation between a willing
licensor and a willing licensee. Since that time, however, the hypothetical negotiation has been
more a centerpiece in which the other fourteen factors are used.

'""Statement of Jon W. Dudas Under Secretary Of Commerce For Intellectual Property And Directory
Of The United States Patent And Trademark Office. June 6 2007. It appears that the courts have
adequate guidance through Georgia-Pacific and, as a general matter, do in fact consider numerous
factors in determining royalty rates, including: rates paid b other licensees; nature and scope of the
license; profitability of the product; commercial relationship between the licensee and licensor; as
well as the portion of the realized profit attributable to the invention.

78 Anatomy Of A Patent Infringement Lawsuit by Timothy R. DeWITT. Timothy DeWitt is a partner
at the 241P Law Group USA, PLLC, an intellectual property law firm with offices in Alexandria,
Virginia, and Annapolis, Maryland.

17" Anatomy Of A Patent Infringement Lawsuit by Timothy R. DeWITT. The test typically used in
the district courts is the four-part Panduit test:(1) Demand for the patented product;(2) The absence
of non-infringing substitutes; (3) The manufacturing capability to exploit the demand ;and (4) The
amount of profit the patentee would have made.

BRI RARR R 6 6E -
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decades after the original application was filed, that was not publicly disclosed until issuance. In
analogy to a submarine, its presence is unknown ; it stays under water, i.e., unpublished, for long
periods, then emerges, i.e., granted and published, and surprises the relevant market. This
practice was possible previously under the United States patent law, and is now not practical with
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terms are 20 years from the original filing or priority date, and not the date of issuance. A few
potential submarine patent may result from pre-1995 filings that have yet to be granted and may
remain unpublished until issuance. Submarine patents are considered by many as a procedural
lache(a delay in enforcing one’s rights, which may cause the rights to be lost).
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3 In patent law, a patent pool is a consortium of at least two companies agreeing to cross-license
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licensees time and money. Competition law issues are usually important when a large consortium
is formed. Patent pooling has recently become a hotly debated field. —From Wikipedia, the free
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228 patent abuse(patent misuse) In the United States, a patent is a publication that grants the patentee
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the right to exclude others from making, using, or selling the claimed invention that is disclosed in
the patent. It is not patent misuse to enforce rights to a patent irrespective of any use or non-use by
the patent owner. Patent misuse is an affirmative defense used in patent litigation after the

defendant has been found to have infringed a patent. This umbrella term usually describes:

©yviolation of antitrust laws
©improper expansion of the scope or term of the patent
—From Wikipedia, the free encyclopedia  http://en.wikipedia.org
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JUDGE PAUL MICHEL'S TOP TEN DRAFTING TIPS (2002)

At the Newport Beach Seminar three eminent Judges from different US Courts gave
their views on how Patent practitioners could improve their presentation of claims
before their Court. Judge Paul Michel of the CAFC provided a list of ten points that
he considered should be followed in preparing patent applications. These tips are
produced below, as recorded on the fly and therefore with no guarantee of
accuracy:-

1. Make sure there is support for the claims; track the language used in the

claim back to the specific description to ensure the same terminology is used.

2. Check whether the term used has an established meaning in the art and
whether that meaning is appropriate in the particular circumstances in which
it is to be used.

Avoid amendment during prosecution!

Prosecute the claims for literal, not equivalent, scope.

Know the Federal Court case law on construction. Look at the decision as a

whole, not just a stray phrase, and read all the cases.

6. Where there is more than one possible meaning for a term, and in the
absence of other factors, the customary meaning in the art is more relevant
than the ordinary meaning.

7. Dictionaries relevant to the art are a prime source for ascertaining the
appropriate meaning of the term.

8. When listing and discussing prior art references, check that the art uses a
term in the same manner as in the specification and describe the art using
terminology consistent with that used to describe the embodiments..

9. Describe multiple embodiments wherever possible.

10. Avoid creating a prosecution history except where you wish to establish a
broader interpretation than might be the customary interpretation.

-By John Orange

Nk w
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RESS RELEASE
October 10, 2007

USPTO Publishes Examination Guidelines for Determining Obviousness in
Light of the Supreme Court’s KSR v Teleflex Decision

The Department of Commerce’s United States Patent and Trademark Office
(USPTO) has published Examination Guidelines (Guidelines) to help USPTO
examiners make appropriate decisions regarding the obviousness of claimed
inventions in light of the Supreme Court’s decision in KSR International Co. v.
Teleflex Inc., 550 U.S. _, 82 USPQ2d 1385 (2007) (KSR).

“The Guidelines stress that the familiar factual inquiries announced by the Supreme
Court in its much earlier decision, Graham v. John Deere Co., 383 U.S. 1, 148
USPQ 459 (1966), remain the basis for every decision regarding obviousness,”
noted Commissioner for Patents John Doll. “That is, patent examiners will continue
to consider (1) the scope and content of the prior art, (2) the differences between the
claimed invention and the prior art, (3) the level of ordinary skill in the pertinent art,

and (4) objective evidence relevant to the issue of obviousness.”

The Guidelines also note that patent examiners must continue to explain the
reasoning that leads to a legal conclusion of obviousness when rejecting claims on
that ground. The reasoning may still include the established Court of Appeals for the
Federal Circuit standard that a claimed invention may be obvious if the examiner
identifies a prior art teaching, suggestion, or motivation (TSM) to make it. However,
in keeping with the KSR decision, the Guidelines explain that there is no
requirement that patent examiners use the TSM approach in order to make a proper
obviousness rejection. Furthermore, the Guidelines point out that even if the TSM
approach cannot be applied to a claimed invention, that invention may still be found

obvious.

To help patent examiners make obviousness rejections that are supported by

appropriate facts and reasoning, the Guidelines identify a number of rationales
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suggested by the Supreme Court in the KSR decision. For each rationale, the
Guidelines explain the underlying factual findings, and provide guidance about how
to reason from the facts to the legal conclusion of obviousness. The Guidelines
emphasize, however, that the identified rationales are only examples, and that any
explanation of facts and reasoning based on the Graham inquiries may be used to

support a rejection for obviousness.

The Examination Guidelines can be found at
http://www.uspto.gov/web/offices/com/sol/notices/72{r57526.pdf
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