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FEDERAL CIRCUIT, EN BANC, RULES 35 U.S.C. 8 271(F)
DOES NOT APPLY TO METHOD CLAIMS
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In a new opinion, Cardiac Pacemakers, Inc. v. St. Jude Medical, Inc., no. 2007-
1296, -1347 (Fed. Cir. Aug 19, 2009), the Court of Appeals for the Federal Circuit
held en banc that 35 U.S.C. 8§ 271(f) does not apply to method claims. This
opinion could have a significant impact on patent holders’ ability to prevent
infringement of their patented inventions abroad, particularly holders of software
method, chemical process and medical treatment patents.
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35 U.S.C. 8 271(f) was enacted in 1984 in response to the Supreme Court’s
decision in Deepsouth Packing Co., Inc. v. Laitram Corp., 406, U.S. 518 (1972). In
Deepsouth, the Supreme Court held that a manufacturer who shipped parts of a
patented machine abroad was not liable for infringement since making or using a
patented product outside the United States could not be considered an act of
infringement. To close this loophole, § 271(f) was enacted to overrule Deepsouth
by explicitly identifying as acts of infringement: (1) supplying all or a substantial
portion of the components of a patented invention to actively induce their
combination outside the United States; and (2) supplying a component for a
patented invention made especially for use in the invention, where the
component is not a commodity or a staple article suitable for a substantial non-
infringing use.
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The patent at issue (U.S. Patent No. 4, 407,288) in Cardiac was directed to a
method of heart stimulation using an implantable heart stimulator. The claim at
issue (claim 4) is directed to a method that includes (a) determining a heart
condition, (b) selecting a mode of operation of the implantable heart stimulator,
and (c) executing the mode of operation to treat the heart condition. Cardiac
sought damages from St. Jude’s for the sale of infringing devices supplied from
the U.S. to other countries. The district court held that, according to Federal
Circuit case law regarding 8 271(f), Cardiac’s potential damages included these
sales.
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The Federal Circuit reversed, en banc, the district court’'s determination that
damages were permitted for exported devices where the steps of the asserted
method claim were carried out in foreign jurisdictions. This decision overturns
the Federal Circuit’'s 2005 decision in Union Carbide v. Shell Oil Co., 425 F.3d
1366 (Fed. Cir. 2005).
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The Federal Circuit based its determination on the Supreme Court’'s 2007 decision
in Microsoft Corp. v. AT&T Corp., 550 U.S. 437 (2007). There, the Supreme Court
held that an installation disk could not qualify as a “component” under 8§ 271(f),
as only the installed software could be considered a component of the would-be
infringing system. The Supreme Court recognized the potential loophole it was
creating, but reasoned U.S. patent laws were not intended to operate beyond the
limits of the United States absent legislative intent.
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In reading Microsoft v. AT&T, the Federal Circuit concluded that the Supreme
Court sent “a clear message that the territorial limits of patents should not be
lightly breached.” Consequently, the Federal Circuit concluded that even if a
loophole is created, it could not extend 8§ 271(f) to cover method claims, as the
legislative history indicated that the steps of method claims were never intended
to qualify as “components” under 8 271(f).
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The Federal Circuit reasoned that the legislative history provided only support for
closing the specific loophole of the facts in Deepsouth, i.e., the exportation of
physical components. Although the Federal Circuit recognized that steps in a
claimed method are the components of that method, the Federal Circuit noted
that § 271(f) specifically applied to components that are “supplied”. The Federal
Circuit also noted that the ordinary meaning of “supply” applies onl/y to providing
physical objects. Accordingly, the Federal Circuit concluded that since a process
is a series of steps and, therefore, does not have any physical components, the
requirement in 8 271(f) that “components” be “supplied” effectively excluded
intangible components, such as process steps.
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Judge Newman dissented from the en banc portion of the opinion. In her dissent,
Judge Newman noted that the legislative history clearly showed the intention of
broadening 8§ 271(f) from patented objects to any “patented invention”.
Additionally, Judge Newman disagreed with the majority’s opinion with respect to
“supplied” components by noting that the Supreme Court in Microsoft v. AT&T
stated that “the combinable components of [an] invention might be intangible as
well.”
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Going forward, the Cardiac opinion effectively limits enforcement of method and
process claims solely to domestic activities or importation of goods (under 35
U.S.C. §271(g)). Accordingly, a potential defendant may be able to escape
liability for infringement of method and process claims by, for instance, exporting
software and running the software in foreign jurisdictions. Therefore, unless this
new loophole is closed or overturned, patent holders will be forced to seek more
protection abroad. This may result in a dramatic increase of patent procurement
costs, patent maintenance costs, and patent enforcement costs.
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