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Before MAYER, LOURIE, and RADER, Circuit Judges.

Opinion for the court filed by Circuit Judge LOURIE.
Dissenting opinion filed by Circuit Judge RADER.

LOURIE, Circuit Judge.

Microsoft Corporation (“Microsoft”) appeals from the
judgment of the United States District Court for the Southern
District of New York in favor of AT & T Corp. (“AT & T”),
holding that Microsoft was liable for infringement of
AT & T’s United States Reissue Patent 32,580 under 35
U.S.C. §271(%) for copies of the Windows® operating sys-
tem that had been replicated abroad from a master version
sent from the United States. AT & T Corp. v. Microsoft
Corp., No. 01-CV-4872 (S.D.N.Y. Mar. 5, 2004). We af-
firm.

BACKGROUND

To facilitate international distribution of its flagship
product, Microsoft supplies a limited number of master ver-
sions of the Windows® software to foreign computer manu-
facturers and authorized foreign “replicators,” who, pursuant
to their licensing agreements with Microsoft, replicate the
master versions in generating multiple copies of Windows®
for installation on foreign-assembled computers that are then
sold to foreign customers. The master versions are created in
the United States and are sent abroad on so-called “golden
master” disks or via electronic transmissions.
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The master versions of Windows® thus exported incor-
porate certain speech codecs,! which, when installed on a
computer, are alleged to infringe AT & T’s *580 patent. Dur-
ing the course of AT & T’s suit against Microsoft for patent
infringement, Microsoft moved in limine to exclude evidence
of purported liability under 35 U.S.C. § 271(f) arising from
foreign sales of Windows®. In support of its motion, Micro-
soft argued that: (1) software is intangible information such
that it could not be a “component” of a patented invention
within the meaning of § 271(f); and (2) even if the Win-
dows® software were a “component,” no actual “compo-
nents” had been “supplied” from the United States as re-
quired by § 271(f) because the copies of Windows® installed
on the foreign-assembled computers had all been made
abroad.

By stipulation, the parties subsequently converted Mi-
crosoft’s motion in limine into a motion for partial summary
judgment of noninfringement under § 271(f), which the dis-
trict court denied on the basis that neither the jurisprudence
surrounding § 271(f) nor its legislative history supported Mi-
crosoft’s reading of the words “component” and “supplied.”
Reasoning that the patentability of software was well-
established and that the statute did not limit “components” to
tangible structures, the district court rejected Microsoft’s ar-
gument that software could not be a “component” of a pat-
ented invention under § 271(f). As for copies made abroad
from a master version sent from the United States, the district
court ruled that such copies were not shielded from § 271(f)
in light of the statute’s purpose of prohibiting the circumven-
tion of infringement through exportation. The parties there-

1 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. (Am. Compl. § 14; J.A. 142).
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after agreed to the entry of a stipulated final judgment hold-
ing Microsoft liable for infringement under § 271(f), while
expressly reserving Microsoft’s right to appeal that issue.

This appeal followed. We have jurisdiction pursuant to
28 U.S.C. § 1295(a)(1).

DISCUSSION

On appeal, Microsoft argues that the district court erred
in its determination of infringement under § 271(f), insisting
that the master versions of the Windows® software that it
exports for copying abroad are not “components” within the
meaning of §271(f). It also argues that liability under
§ 271(f) should not attach to the copies of Windows® made
abroad because those copies are not “supplied” from the
United States.

The first question, i.e., whether software may be a
“component” of a patented invention under § 271(f), was an-
swered in the affirmative in Eolas Techs. Inc. v. Microsoft
Corp., 399 F.3d 1325 (Fed. Cir. 2005), which issued while
the instant appeal was pending. In that case, we held that
“[w]ithout question, software code alone qualifies as an in-
vention eligible for patenting,” and that the “statutory lan-
guage did not limit section 271(f) to patented ‘machines’ or
patented ‘physical structures,’” such that software could very
well be a “component” of a patented invention for the pur-
poses of § 271(f). Id. at 1339.

The remaining question, then, is whether software repli-
cated abroad from a master version exported from the United
States—with the intent that it be replicated—may be deemed
“supplied” from the United States for the purposes of
§ 271(f). That question is one of first impression, the answer
to which turns on statutory interpretation, an issue of law that
we review de novo. Romero v. United States, 38 F.3d 1204,
1207 (Fed. Cir. 1994). The statute at issue, 35 U.S.C.
§ 271(f), provides that:
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(1) Whoever without authority supplies or
causes to be supplied in or from the United
States all or a substantial portion of the com-
ponents of a patented invention, where such
components are uncombined in whole or in
part, in such manner as to actively induce the
combination of such components outside of
the United States in a manner that would in-
fringe the patent if such combination occurred
within the United States, shall be liable as an
infringer.

(2) Whoever without authority supplies or
causes to be supplied in or from the United
States any component of a patented invention
that is especially made or especially adapted
for use in the invention and not a staple article
or commodity of commerce suitable for sub-
stantial noninfringing use, where such com-
ponent is uncombined in whole or in part,
knowing that such component is so made or
adapted and intending that such component
will be combined outside of the United States
in a manner that would infringe the patent if
such combination occurred within the United
States, shall be liable as an infringer.

35 U.S.C. § 271(f) (2000) (emphases added).

In its briefs, Microsoft maintains that no liability at-
taches under § 271(f) for foreign-replicated copies of Win-
dows® because they are not “supplie[d] or cause[d] to be
supplied in or from the United States.” According to Micro-
soft, a foreign-replicated copy made from a master version
supplied from the United States has actually been “manufac-
tured” abroad by encoding a storage medium with the Win-
dows® software. We disagree that no liability attaches.
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When interpreting a statutory provision “[w]e start, as
always, with the language of the statute,” giving the words
“their ordinary, contemporary, common meaning, absent an
indication Congress intended them to bear some different
import.” Williams v. Taylor, 529 U.S. 420, 431, 120 S.Ct.
1479, 146 L.Ed.2d 435 (2000) (internal quotation marks and
citations omitted). As the statute sets forth no specific defini-
tion of the word “supplied,” we accordingly look to its “ordi-
nary, contemporary, common meaning,” which is necessarily
context-dependent. In the present case, § 271(f) is being in-
voked 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.”

Given the nature of the technology, the “supplying” of
software commonly involves generating a copy. For exam-
ple, when a user downloads software from a server on the
Internet, the server “supplies” the software to the user’s com-
puter 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.” Copying, therefore,
is part and parcel of software distribution. Accordingly, for
software “components,” the act of copying is subsumed in
the act of “supplying,” such that sending a single copy
abroad with the intent that it be replicated invokes § 271(f)
liability for those foreign-made copies.2

2 The dissent grounds its disagreement on a purported distinc-
tion between the statutory term “supplies” and such terms as
“copying,” “replicating,” or “reproducing.” Whatever the distinc-
tion in other contexts, we are interpreting a statutory term in the
context of the facts before us. To decide otherwise would emascu-
late § 271(f) for software inventions. Obtaining foreign patents
would surely alleviate some avoidance of American law, but we

[Footnote continued on next page]
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Indeed, Microsoft has taken full advantage of the replic-
able nature of software to efficiently distribute Windows®
internationally. At the same time, however, Microsoft posits
that § 271(f) liability should attach only to each disk that is
shipped and incorporated into a foreign-assembled computer.
See Tr. of Dec. 12, 2003 Hearing, at 16:10-17 (J.A. 359).
We reject this theory of liability as it fails to account for the
realities of software distribution. “[T]he appellate process is
not a mere academic exercise,” Rosemount, Inc. v. Beckman
Instruments, Inc., 727 F.2d 1540, 1543 (Fed. Cir. 1984), and
we cannot disregard the nature of the relevant technology and
business practices underlying a particular litigation. It is in-
herent in the nature of software that one can supply only a
single disk that may be replicated—saving material, ship-
ping, and storage costs—instead of supplying a separate disk
for each copy of the software to be sold abroad. All of such
resulting copies have essentially been supplied from the
United States. Where there are competing interpretations of
a statute that imposes liability for certain acts, an interpreta-
tion that allows liability to attach only when a party acts in an
unrealistic manner is unlikely to be correct. See Haggar Co.
v. Helvering, 308 U.S. 389, 394, 60 S.Ct. 337, 84 L.Ed. 340
(1940) (“A literal reading of [a statute] which would lead to
absurd results is to be avoided . ...”). We therefore reject
Microsoft’s reading of § 271(f).

We also reject Microsoft’s argument that Pellegrini v.
Analog Devices, Inc., 375 F.3d 1113 (Fed. Cir. 2004), com-
pels reversal. Pellegrini held that liability under § 271(f)
may exist only where a component itself—as opposed to in-
structions for manufacturing the component or management

[Footnote continued from previous page]

must construe our statutes irrespective of the existence or nonexis-
tence of foreign patents.
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oversight—has been “supplie[d] or cause[d] to be supplied in
or from the United States.” Pellegrini, 375 F.3d at 1118. In
the present case, what is being supplied abroad is an actual
component, ie., the Windows® operating system, that is
ready for installation on a computer to form an infringing ap-
paratus—not instructions to foreign software engineers for
designing and coding Windows®. Thus, Pellegrini does not
control this case.

Additionally, we cannot accept Microsoft’s suggestion
that software sent by electronic transmission must be treated
differently for purposes of § 271(f) liability from software
shipped on disks, see Tr. of Dec. 12, 2003 Hearing, at 8:8-17
(J.A. 351), as it would amount to an exaltation of form over
substance. Liability under § 271(f) does not depend on the
medium used for exportation: a disk is merely a container
that facilitates physical handling of software, much like bot-
tles for liquids or pressurized cylinders for gases. As we em-
phasized in Eolas, the applicability of § 271(f) is not limited
to “structural or physical” components. Eolas, 399 F.3d at
1339 (“[E]very component of every form of invention de-
serves the protection of section 271(f).”). Therefore, 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. Liability un-
der § 271(f) is not premised on the mode of exportation, but
rather the fact of exportation.

Our interpretation of “supplie[d] or cause[d] to be sup-
plied in or from the United States” in the context of software
comports with Congress’s motivation for enacting § 271(f).
It is a well-established principle that “[i]n expounding a stat-
ute, we must . . . look to the provisions of the whole law, and
to its object and policy.” United States v. Heirs of Boisdore,
49 U.S. (8 How.) 113, 122, 12 L..Ed. 1009 (1850).

In 1984, Congress enacted § 271(f) in response to the
Supreme Court’s ruling in Deepsouth Packing Co. v. Laitram
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Corp., 406 U.S. 518, 92 S.Ct. 1700, 32 L.Ed.2d 273 (1972),
that exposed a loophole in § 271 that allowed potential in-
fringers to avoid liability by manufacturing the components
of patented products in the United States and then shipping
them abroad for assembly. As explained in the Congres-
sional Record:

[Section 271(f)] will prevent copiers from
avoiding U.S. patents by supplying compo-
nents of a patented product in this country so
that the assembly of the components may be
completed abroad. This proposal responds to
the United States Supreme Court decision in
Deepsouth Packing Co. v. Laitram Corp., 406
U.S. 518, 92 S.Ct. 1700, 32 L.Ed.2d 273
(1972), concerning the need for a legislative
solution to close a loophole in patent law.

H.R. 6286, Patent Law Amendments Act of 1984, 130 Cong.
Rec. 28069 (Oct. 1, 1984). At the time of its enactment,
§ 271(f) was touted as a “housekeeping-oriented” measure,
without which “the patent system would not be responsive to
the challenges of a changing world and the public would not
benefit from the release of creative genius.” Id. However, it
is clear from the legislative history that § 271(f), which
“close[d] a loophole,” was remedial in nature, such that it
“should be construed broadly to effectuate its purposes.”
Tcherepnin v. Knight, 389 U.S. 332, 336, 88 S.Ct. 548, 19
L.Ed.2d 564 (1967). Congress obviously intended the statute
to have an extraterritorial effect to the extent that the exporta-
tion was facilitated by acts in the United States, and the acts
at issue here originating from the United States can be under-
stood to be similarly within the meaning of the statute.

Were we to hold that Microsoft’s supply by exportation
of the master versions of the Windows® software—
specifically for the purpose of foreign replication—avoids
infringement, we would be subverting the remedial nature of
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§ 271(f), permitting a technical avoidance of the statute by
ignoring the advances in a field of technology—and its asso-
ciated industry practices—that developed after the enactment
of § 271(f). It would be unsound to construe a statutory pro-
vision that was originally enacted to encourage advances in
technology by closing a loophole, in a manner that allows the
very advances in technology thus encouraged to subvert that
intent. Section 271(f), if it is to remain effective, must there-
fore be interpreted in a manner that is appropriate to the na-
ture of the technology at issue.

For this reason, we find Microsoft’s lock-and-key hypo-
thetical, in which a single master key is sent abroad for mass
replication, to be unpersuasive and irrelevant to this case. A
lock-and-key assembly is a different type of technology from
software, with different uses, such that its mode of mass pro-
duction and consequent manner of supply abroad could very
well be different from the way Microsoft conveniently hy-
pothesizes it to be. While it is clear that a software manufac-
turer would want several million exact copies of a specific
software program generated abroad for distribution, it is un-
clear why a lock-and-key manufacturer would want several
million exact copies of a specific key made, as the point of
having a lock-and-key assembly is to allow access control by
a few keys. We prefer an interpretation of § 271(f) that is
informed by actual industry practices, not by hypothetical
scenarios that have no bearing on the technical realities of the
invention at issue.

Finally, Microsoft’s impassioned recitation of a parade
of horribles that may befall the domestic software industry-
such as the relocation of manufacturing facilities overseas-
provides an insufficient basis for reaching a different result in
this case. After all, the enactment of § 271(f) could have
been similarly thought to result in the export of jobs, and
Congress still enacted that provision. Moreover, possible
loss of jobs in this country is not justification for misinter-
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preting a statute to permit patent infringement. More impor-
tantly, however, “[i]t is enough that Congress intended that
the language it enacted would be applied as we have applied
it.” Griffin v. Oceanic Contractors, Inc., 458 U.S. 564, 576,
102 S.Ct. 3245, 73 L.Ed.2d 973 (1982). Therefore, “[t]he
remedy for any dissatisfaction with the results in particular
cases lies with Congress™ and not with this court. /d.

We have considered Microsoft’s other arguments and
conclude that they are either unpersuasive or unnecessary for
resolution of this appeal.

CONCLUSION

For the foregoing reasons, the judgment of the district
court holding Microsoft liable under § 271(f) is

AFFIRMED.
RADER, Circuit Judge, dissenting.

This court today determines that supplying a single
“component” of a patented invention from the United States
gives rise to endless liability in the United States under
§ 271(f) for products manufactured entirely abroad. To my
eyes, this judgment disregards the existing international
scheme of patent law with potential consequences beyond a
“parade of horribles [in] the domestic software industry.”
Therefore, although agreeing that software may be a compo-
nent of a patented invention under § 271(f) and that elec-
tronic transmissions of software from the United States must
receive the same treatment as software shipped from the
United States on disks, I respectfully dissent from the propo-
sition that foreign manufacture of a mere component of a
patented product creates liability in the United States under

§ 271(D.

As noted by this court, section 271(f) imposes liability
on anyone who “without authority supplies ... from the
United States . . . the components of a patented invention . . .
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in such a manner as to actively induce the combination of
such components outside of the United States in a manner
that would infringe the patent . ...” Today’s judgment turns
on the meaning of “supplies.” This court purports to con-
strue that term according to its “ordinary, contemporary,
common meaning.” The ordinary meaning of “supplies,”
however, does not include “copying,” “replicating,” or “re-
producing”—in effect “manufacturing.” The act of supply-
ing is separate and distinct from copying, reproducing, or
manufacturing. Thus, this court provides extraterritorial ex-
pansion to U.S. law by punishing under U.S. law “copying”
that occurs abroad. While copying in Diisseldorf or Tokyo
may indeed constitute infringement, that infringement must
find its remedy under German or Japanese law.

Each manufacture of a patented product constitutes a
separate and distinct act of infringement. Microsoft “sup-
plied” a master disc to New York, Diisseldorf, and Tokyo.
The district court properly assessed damages against Micro-
soft under § 271(a) for each copy of the master manufactured
and implemented into an infringing product in New York.1
Similarly, section 271(f) attaches liability to each individual
export from the United States of components of an incom-
plete invention for assembly abroad. As for manufacturing
copies in Diisseldorf and Tokyo for the German and Japanese
markets, those acts create liability only under German or
Japanese law. Nonetheless, this court extends § 271(f) to
cover extraterritorial copying in Diisseldorf and Tokyo. This
extraterritorial expansion of U.S. patent law contravenes the

1" Microsoft might also be liable for supplying the master to
Diisseldorf and Tokyo if copies made in those overseas locations
are sold back into the U.S. market. See 35 U.S.C. §271(a) & (¢)
(prohibiting importing into the United States patented inventions
or components thereof).
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precedent of this court and the Supreme Court that expressly
confines the rights conferred by Title 35 to the United States
and its Territories. See Dowagiac Mfg. Co. v. Minn. Moline
Plow Co., 235 U.S. 641, 650, 35 S.Ct. 221, 59 L.Ed. 398
(1915) (“The right conferred by a patent under our law is
confined to the United States and its Territories (Rev.Stat.,
§ 4884) and infringement of this right cannot be predicated
on acts wholly done in a foreign country.” (citing United
Dictionary Co. v. G & C Merriam Co., 208 U.S. 260, 265, 28
S.Ct. 290, 52 L.Ed. 478 (1908))); accord Int’l Rectifier Corp.
v. Samsung Elecs. Co., 361 F.3d 1355, 1360 (Fed. Cir. 2004);
Pellegrini v. Analog Devices, Inc., 375 F.3d 1113, 1117 (Fed.
Cir. 2004); Rotec Indus., Inc. v. Mitsubishi Corp., 215 F.3d
1246, 1251 (Fed. Cir. 2000); see Waymark Corp. v. Porta
Sys. Corp., 245 F.3d 1364, 1367-68 (Fed. Cir. 2001) (holding
that liability under § 271(f) attaches with mere shipment of
the component from the United States and does not consider
the presence or absence of acts occurring abroad).

Again this extraterritorial expansion flows from this
court’s broad construction of “supplies.” This court reasons
that the “nature of the technology” justifies a different, unor-
dinary, and uncommon construction of that term. Thus, this
court distinguishes intangible software components from
tangible components on the grounds that “the ‘supplying’ of
software commonly involves generating a copy.”

To the contrary, copying and supplying are separate acts
with different consequences—particularly when the “supply-
ing” occurs in the United States and the copying occurs in
Diisseldorf or Tokyo. As a matter of logic, one cannot sup-
ply one hundred components of a patented invention without
first making one hundred copies of the component, regardless
of whether the components supplied are physical parts or in-
tangible software. Thus, copying and supplying are different
acts, and one act of “supplying” cannot give rise to liability
for multiple acts of copying.
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The court’s proposition today that “the ‘supplying’ of
software commonly involves generating a copy” does not
actually distinguish software components from physical
components of other patented inventions. The only true dif-
ference between making and supplying software components
and physical components is that copies of software compo-
nents are easier to make and transport. The ease of copying a
patented component is not the proper basis for making dis-
tinctions under § 271(f).

Possibly recognizing defects in its reasoning, this court
limits its novel uncommon construction of “supplies” to
“software ‘components,” [because for those inventions] the
act of copying is subsumed in the act of ‘supplying,” .. ..”
Rather than “according the same treatment to all forms of
invention,” FEolas Techs. Inc. v. Microsoft Corp., 399 F.3d
1325, 1339 (2005) (citing TRIPS Agreement, Part II, Section
5 (1994) (“Patents shall be available and patent rights enjoy-
able without discrimination as to the place of inven-
tion[ [and] the field of technology . . . .”) (emphases added)),
this court creates a new rule that foreign copying of a com-
ponent of a patented invention shipped from the U.S. gives
rise to liability in the U.S. Apparently this rule applies only
to software inventions. This application of “supplies” solely
to software components ignores this court’s case law that re-
fuses to discriminate based on the field of technology. Id.
The language of § 271(f) does not discriminate based on field
or form of technology, yet this court invents such a distinc-
tion.

This court also declines to treat software the same as
other inventions because a literal application of § 271(f)
“fails to account for the realities of software distribution . . .
and [this court] cannot disregard the nature of the relevant
technology and business practices underlying a particular
litigation.” However, in Pellegrini an American corporation
provided the instructions and corporate oversight that
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“cause[d] the components of the patented invention to be
supplied,” but no part of the accused products ever entered or
exited the United States. 375 F.3d at 1118. Thus, the pro-
duction of the infringing products in Pellegrini was “facili-
tated by acts in the United States.” Despite economic harm
to the plaintiff and economic benefit to the defendant both in
the United States, this court strictly construed § 271(f) to
“appl[y] only where components of a patent[ed] invention are
physically present in the United States and then either sold or
exported . . ..” Id. at 1117. This court should exercise the
same restraint demonstrated in Pellegrini by refusing to
broaden § 271(f) to accommodate the “nature of the relevant
technology and business practices underlying a particular
litigation.”

In fact, the “realities of software distribution” or “nature
of the relevant technology and business practices” theory
amounts to the following: “section 271(f) liability attaches if
this court perceives that the patented component is cheaper or
more convenient to replicate abroad than to ship from the
United States.” In sum, this “nature of the business” theory
has no statutory support and may well not even be based on
an accurate understanding of the nature of the software busi-
ness.

Furthermore, this court’s dismissal of Pellegrini because
Microsoft supplied an actual component of the patented in-
vention and not merely instructions as in Pellegrini does not
reconcile the holding of Pellegrini with today’s ruling.
Pellegrini holds that “the language of § 271(f) clearly con-
templates that there must be an intervening sale or exporta-
tion; there can be no liability under § 271(f) unless compo-
nents are shipped from the United States for assembly.” 375
F.3d at 1117. In the case before this court Diisseldorf and
Tokyo distributors copy the components supplied from the
United States and then install those copies into the infringing
products. The German and Japanese manufacturers do not
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install the actual component “supplied” from the U.S. (the
master disc). Instead, they install a copy made in Diisseldorf
or Tokyo. Thus, under Pellegrini liability cannot attach un-
der § 271(f) because the components actually assembled into
the infringing products were never literally “shipped from the
United States.” To my eyes, today’s ruling departs from the
holding of Pellegrini.

The majority also purports to construe § 271(f) to “com-
port with Congress’[s] motivation for enacting § 271(f).”
Apart from the impossibility of divining Congressional intent
divorced from the language of the law, this court’s reasoning
misses the policy behind § 271(f). Congress enacted § 271(f)
in response to the Supreme Court’s holding in Deepsouth
Packing Co. v. Laitram Corp., 406 U.S. 518, 92 S.Ct. 1700,
32 L.Ed.2d 273 (1972). Deepsouth held that making and
shipping component parts of a patented combination inven-
tion did not constitute “making” the patented invention in the
United States. Id. at 527-29, 92 S.Ct. 1700 (“We cannot en-
dorse the view that the ‘substantial manufacture of the con-
stituent parts of a machine’ constitutes direct infringement
when we have so often held that a combination patent pro-
tects only against the operable assembly of the whole and not
the manufacture of its parts.”). Thus, because Deepsouth was
not “making” the invention in the United States before expor-
tation, there was no direct infringer in the United States to
enable a charge of contributory infringement. Id. at 527, 92
S.Ct. 1700. Deepsouth let U.S. manufacturers escape in-
fringement by making and exporting less than the complete
patented invention. Section 271(f) closed that loophole by
attaching liability to U.S. manufacturers for making and ex-
porting components of the patented invention.

Nothing in § 271(f) or its enacting documents expresses
an intent to attach liability to manufacturing activities occur-
ring wholly abroad. This court’s ruling, however, does ex-
actly that: It holds Microsoft liable for the activities of for-
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eign manufacturers making copies of the patented component
abroad.

To the contrary, §271(f) protects only components
“supplied in or from the United States.” This language lim-
ited § 271(f) to ensure it would not embrace manufacturing
or copying activities occurring abroad. The “supplied in and
from the United States” limitation would be wholly unneces-
sary, and indeed would contradict the intent of the law, if the
law intended, as this court holds today, to regulate activities
occurring in Diisseldorf or Tokyo. Had Congress intended to
give extraterritorial effect to U.S. patent laws, it would have
expressly stated so. Instead, Title 35 expressly limits liability
under § 271(f) to activities occurring in the United States that
result in the literal shipment of components “in or from the
United States.”

As a final refusal to confront the central issues of this
case, the court today dismisses Microsoft’s lock-and-key hy-
pothetical as “irrelevant,” as merely a scenario “without bear-
ing on the technical realities.” To the contrary, just as com-
puters easily can make copies of software components of
patented computer products, key replication machines easily
can make copies of the key component of a patented lock
product. A computer needs a master copy to replicate the
software; similarly, a key replication machine needs a master
copy to replicate the key. Thus, under a fair presentation of
the hypothetical, a U.S. manufacturer supplies a single mas-
ter key of a patented lock invention from the United States.
Foreign manufacturers then copy that key for foreign sale as
part of the patented lock product.2 I doubt that the U.S.

2 The court’s dismissal of the “key” hypothetical is easily ad-
dressed by adjusting the facts of the hypothetical. Consider a lock-
and-key combination that recognizes the voice of the key’s rightful
owner. Only after confirming the identity of the owner does the

[Footnote continued on next page]
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manufacturer who supplied the single master key would be
liable under § 271(f) for the multiple infringing lock products
manufactured and sold abroad. Yet this court creates liability
under indistinguishable circumstances.

Other possible scenarios further highlight difficulties
with this court’s holding. For example, this court’s holding
would seem to impose liability under § 271(f) for foreign-
manufactured copies on an individual who purchased a copy
of AT & T’s patented software and then shipped it overseas
knowing that it would be copied and sold in Diisseldorf or
Tokyo. The same problem might arise if the individual ships
the purchased software to Diisseldorf with no intention of
making further copies, but the Diisseldorf distributor of its
own accord then makes and sells foreign copies. Before this
opinion, the law would have suggested that AT & T would
need to resort to German law and courts to determine any
infringement for the copies manufactured and sold in Diissel-
dorf, but apparently this court purports to change that basic
tenet of patent law.

This court reinforces one point several times, namely
that its judgment reaches a just result by imposing liability
for multiple infringing acts by foreign manufacturers on a
U.S. “supplier” of a single patented component. This empha-
sis suggests that AT & T might otherwise have no remedy for
infringement occurring wholly outside the United States.
AT & T, however, is not left without remedy. AT & T can
protect its foreign markets from foreign competitors by ob-

[Footnote continued from previous page]

lock expose the opening for the key and the key expose the teeth
necessary to rotate the locking mechanism. Thus, each lock and
key may have the same shape, thereby decreasing manufacturing
costs, and yet allow access to a limited number of persons.
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taining and enforcing foreign patents. Section 271(f) protects
foreign markets from domestic competitors. Section 271(f)
does not, or at least did not until today, protect foreign mar-
kets from foreign competitors. This court’s expansion of
§ 271(f) to offer protection to foreign markets from foreign
competitors distorts both the language and the policy of the
statute. This court should accord proper respect to the clear
language of the statute and to foreign patent regimes by limit-
ing the application of § 271(f) to components literally
“shipped from the United States.” Pellegrini, 375 F.3d at
1117.

For the foregoing reasons, I must respectfully dissent.
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MEMORANDUM AND ORDER
PAULEY, J.

On June 4, 2001, plaintiff AT & T Corp. (“AT & T”)
filed this patent infringement action alleging that certain of
defendant Microsoft Corporation’s (“Microsoft™) products
containing speech codecs! infringe its United States Reissue
Patent No. 32,580 (the “580 patent).2 Currently before this
Court is Microsoft’s motion for partial summary judgment?

1 «A speech codec is a software program that is capable of cod-
ing—converting a speech signal into a more compact code—and
decoding—converting the more compact code back into a signal
that sounds like the original speech signal.” Amended Complaint
(“Am.Compl.”) q 14.

2 Familiarity with this Court’s prior Memoranda and Orders is
presumed. See, e.g., AT & T Corp. v. Microsoft Corp., 01 Civ.
4872(WHP), 2003 WL 21459573 (S.D.N.Y. June 24, 2003) (con-
struing claims in the 580 patent); AT & T Corp. v. Microsoft Corp.,
01 Civ. 4872(WHP) (S.D.N.Y. Sept. 3, 2003) (amending construc-
tion of the term “representative”); AT & T Corp. v. Microsoft
Corp., 290 F.Supp.2d 409 (S.D.N.Y. 2003) (granting partial sum-
mary judgment limiting damages pursuant to the patent marking
statute, 35 U.S.C. § 287(a)); AT & T Corp. v. Microsoft Corp., 01
Civ. 4872(WHP), 2004 WL 188078 (S.D.N.Y. Feb. 2, 2004)
(granting partial summary judgment prohibiting Microsoft from
asserting the defenses of equitable estoppel and implied license);
AT & T Corp. v. Microsoft Corp., 01 Civ. 4872(WHP), 2004 WL
232725 (S.D.N.Y. Feb. 9, 2004) (granting partial summary judg-
ment prohibiting Microsoft from asserting the defense and coun-
terclaim of inequitable conduct); AT & T Corp. v. Microsoft Corp.,
01 Civ. 4872(WHP), 2004 WL 292321 (S.D.N.Y. Feb. 17, 2004)
(denying partial summary judgment on invalidity); AT & T Corp.
v. Microsoft Corp., 01 Civ. 4872(WHP), 2004 WL 309150
(S.D.N.Y. Feb. 19, 2004) (amending construction for term “excita-
tion”).

3 Microsoft originally styled this motion as one in limine to ex-
clude evidence of foreign sales. On March 4, 2004, the parties

[Footnote continued on next page]
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to exclude sales of goods incorporating foreign-replicated
copies of its infringing Windows software# from any dam-
ages award, pursuant to 35 U.S.C. § 271(f). For the reasons
set forth below, Microsoft’s motion is denied.

This case presents a novel issue regarding the applica-
tion of Section 271(f) with profound ramifications for Micro-
soft and other United States software manufacturers. In the
end, the issue of liability under Section 271(f) for foreign
replication of infringing software supplied from the United
States is a question of law ripe for review by the Federal Cir-
cuit.

BACKGROUND

The facts underlying this motion are not in dispute, and
are drawn from a Stipulated Statement of Facts, dated
March 4, 2004, and marked as Court Exhibit 1. (Trial Tr. at
1064.) Microsoft conceives, writes, compiles, tests, debugs
and creates a master version of its Windows operating system
software in Redmond, Washington. Microsoft makes a lim-
ited number of “golden master” disks in the United States on
which the machine-readable object code® for the Windows

[Footnote continued from previous page]

stipulated in open court to convert the motion to one for partial
summary judgment. (Trial Transcript, dated March 4, 2004 (“Trial
Tr.”) at 1063-64.)

4 For purposes of this motion only, this Court assumes that the
object code and software at issue infringe AT & T’s 580 patent.

5 According to Microsoft Corporation, its software engineers
develop a source code, which is the “human readable form of the
software.” The source code is put through a compiler which trans-
forms it into object code. Object code is merely the “machine
readable version” of the source code in the form of ones and zeros.
The object code is then burned onto the golden master disk by a
laser for easier transport abroad. (Transcript of Oral Argument,

[Footnote continued on next page]
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operating system software is stored. Some golden master
disks are shipped abroad to foreign computer manufacturers,
known as foreign “original equipment manufacturers,” or
“OEMSs”. Pursuant to licensing agreements with Microsoft,
those foreign OEMs use the golden master disks to install
foreign-replicated copies of the Windows operating system
software onto foreign-assembled computers. While each
OEM receives a single golden master disk, that disk is never
installed on a computer sold to consumers. Instead, the
golden master disk is used by the OEM to obtain and then
replicate object code to install on foreign-assembled com-
puters.

Microsoft also ships golden master disks to Microsoft-
authorized foreign “replicators” who make copies of the
Windows operating system software object code and ship
those foreign-replicated copies to foreign computer manufac-
turers.

Additionally, Microsoft supplies its Windows operating
system object code from the United States to certain foreign
OEMs and authorized foreign replicators by sending them a
single encrypted electronic transmission of the object code
that was created in the United States. The foreign OEMs and
replicators decrypt the transmission and install copies of the
object code for the Windows operating system software onto
computer hardware to form computer systems, and optionally
create CDs or other media containing a foreign-replicated
copy of the object code.

[Footnote continued from previous page]

dated December 12, 2003 (“Tr.”) at 5-6.) See also Microsoft Corp.
v. Comm'r of Internal Revenue, 311 F.3d 1178, 1181, 1187 (9th
Cir. 2002) (describing golden masters).
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During the time relevant to this action, the golden master
disks and the encrypted electronic transmissions that Micro-
soft sends overseas included copies of the accused codecs
that infringe AT & T’s 580 patent. Microsoft acknowledges
that it ships the golden masters and sends the encrypted elec-
tronic transmissions containing the infringing object code
with the intent and knowledge that the software will be in-
stalled on foreign-manufactured computers. Microsoft fur-
ther acknowledges that it ships the golden masters and en-
crypted electronic transmissions containing the infringing
object code with the intent that the foreign OEMs and author-
ized replicators will make copies of the object code for the
Windows operating system and install those copies onto
computer hardware. This computer hardware is manufac-
tured overseas and the completed systems containing the ob-
ject code created in the United States are then sold to end-
users overseas. The parties agree that, other than the object
code contained on the golden master disks and the encrypted
electronic transmissions of Windows object code, Microsoft
does not supply any other “component” from the United
States for assembly abroad. Additionally, Microsoft ac-
knowledges that the copying of the software from the golden
master disks and the encrypted electronic transmissions over-
seas is an essential part of the manufacturing process abroad
for computers containing Windows. (Tr. at9.)

AT & T alleges that Microsoft’s foreign sales of its Win-
dows software containing the allegedly infringing codecs
constitute acts of infringement under 35 U.S.C. § 271(f) that
trigger liability and damages. Microsoft contends that Sec-
tion 271(f) does not attach liability to foreign-replicated cop-
ies of its object code because it falls outside the purview of
Section 271(f)’s prohibition on foreign assembly of infring-
ing goods. Specifically, Microsoft argues that the object
code or software contained on the golden master disks is
merely “intangible information,” and thus not a “component”
as contemplated by Section 271(f). Additionally, Microsoft
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argues in its reply brief that Section 271(f) does not attach
liability to foreign-replicated copies of the software or object
code because the copies themselves are not “supplied from”
the United States. Microsoft’s arguments are without merit.

L. Summary Judgment Standard

Rule 56(c) of the Federal Rules of Civil Procedure pro-
vides that summary judgment “shall be rendered forthwith if
the pleadings, depositions, answers to interrogatories and
admissions on file, together with the affidavits, if any, show
there is no genuine issue as to any material fact and that the
moving party is entitled to judgment as a matter of law.”
Fed. R. Civ. P. 56(c); accord Celotex Corp. v. Catrett, 477
U.S. 317, 322, 106 S.Ct. 2548, 91 L.Ed.2d 265 (1986);
Anderson v. Liberty Lobby, Inc., 477 U.S. 242, 247, 106
S.Ct. 2505, 91 L.Ed.2d 202 (1986). The burden of demon-
strating the absence of any genuine dispute as to a material
fact rests with the moving party. See, e.g., Adickes v. S.H.
Kress & Co., 398 U.S. 144, 157, 90 S.Ct. 1598, 26 L.Ed.2d
142 (1970); Grady v. Affiliated Cent., Inc., 130 F.3d 553, 559
(2d Cir. 1997). The movant may meet this burden by dem-
onstrating a lack of evidence to support the nonmovant’s case
on a material issue on which the nonmovant has the burden
of proof. Celotex, 477 U.S. at 323.

To defeat a summary judgment motion, the nonmoving
party must do “more than simply show that there is some
metaphysical doubt as to the material facts.” Matsushita
Elec. Indus. Co. v. Zenith Radio Corp., 475 U.S. 574, 586,
106 S.Ct. 1348, 89 L.Ed.2d 538 (1986). Indeed, the nonmov-
ing party must “set forth specific facts showing that there is a
genuine issue for trial.” Fed. R. Civ. P. 56(e); accord Matsu-
shita Elec., 475 U.S. at 587. In evaluating the record to de-
termine whether there is a genuine issue as to any material
fact, the “evidence of the nonmovant is to be believed and all
justifiable inferences are to be drawn in his favor.” Liberty
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Lobby, 477 U.S. at 255; accord Schering Corp. v. Geneva
Pharms., 339 F.3d 1373, 1377 (Fed. Cir. 2003).

I1. Section 271(f) of the Patent Act

Section 271(f) of the Patent Act was enacted to prevent
infringers from escaping liability under United States patent
law by manufacturing or supplying a component of a pat-
ented invention from the United States and exporting it for
combination into an end product overseas. Imagexpo, L.L.C.
v. Microsoft Corp., No. Civ. A. 3:02CV751, 2003 WL
23147556, at *1 (E.D. Va. Aug. 19, 2003); accord 35 U.S.C.
§ 271(f); Aerogroup Int’l, Inc. v. Marlboro Footworks, Ltd.,
955 F.Supp. 220, 232 (S.D.N.Y. 1997) (citing Windsurfing
Int’l, Inc. v. Fred Ostermann GmbH, 668 F.Supp. 812, 820-
21 (S.D.N.Y. 1987), aff’d, 1 F.3d 1214 (Fed.Cir.1993)); H.R.
6286, Patent Law Amendments Act of 1984, Congressional
Record, Oct. 1, 1984, 28069 at H10525-6 (“Legislative His-
tory”) (Section 271(f) “prevent[s] copiers from avoiding U.S.
patents by supplying components of a patented product in
this country so that the assembly of the components may be
completed abroad.”). Components supplied from foreign
countries and incorporated into foreign-assembled products
do not implicate Section 271(f). Aerogroup Int’l, 955
F.Supp. at 232. Section 271(f) states:

(1) Whoever without authority supplies or
causes to be supplied in or from the United
States all or a substantial portion of the com-
ponents of a patented invention, where such
components are uncombined in whole or in
part, in such manner as to actively induce the
combination of such components outside of
the United States in a manner that would in-
fringe the patent if such combination occurred
within the United States, shall be liable as an
infringer.
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(2) Whoever without authority supplies or
causes to be supplied in or from the United
States any component of a patented invention
that is especially made or especially adapted
for use in the invention and not a staple article
or commodity of commerce suitable for sub-
stantial noninfringing use, where such com-
ponent is uncombined in whole or in part,
knowing that such component is so made or
adapted and intending that such component
will be combined outside of the United States
in a manner that would infringe the patent if
such combination occurred within the United
States, shall be liable as an infringer.

35U.8.C. § 271().

Under paragraph (1) components may be staple articles
or commodities of commerce which are also suitable for sub-
stantial non-infringing use, but under paragraph (2) the com-
ponents must be especially made or adapted for use in the
invention.  See Bristol-Myers Squibb v. Rhone-Poulenc
Rorer, Inc., 95 Civ. 8833 (RPP), 2001 WL 1263299, at *4-5
(S.D.N.Y. Oct. 19, 2001). Additionally, paragraph (2) re-
quires the infringer to have an intent that a component “will
be combined outside of the United States in a manner that
would infringe if the combination occurred within the United
States.” 35 U.S.C. § 271(f)(2). “Actual combination or as-
sembly of the components by the alleged infringer [is] not
required” to trigger liability under Section 271(f). Waymark
Corp. v. Porta Sys. Corp., 334 F.3d 1358, 1361 (Fed. Cir.
2003). Here, it is undisputed that Microsoft’s object code is
especially made and supplied from the United States for use
in its Windows operating system, that Microsoft intended the
components to be combined outside of the United States, and
that Microsoft intended that the infringing object code be di-
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rectly incorporated as an essential part of the foreign-
manufactured computers. (Court Ex. 1; Tr. at 9.)

Congress enacted Section 271(f) in response to Deep-
south Packing Co. v. Laitram Corp., 406 U.S. 518, 92 S.Ct.
1700, 32 L.Ed.2d 273 (1972), where the Supreme Court rec-
ognized a “loophole” in infringement law allowing copiers to
escape liability by finalizing assembly of products outside the
United States. See H.R. 6286, Patent Law Amendments Act
of 1984, Congressional Record, Oct. 1, 1984, 28069,
H10525-6. In Deepsouth, the Supreme Court held that
manufacturing components of a patented invention in the
United States, but assembling those components into the pat-
ented invention outside the United States, was not “making,”
and thus did not constitute infringement under Section 271(a)
of the Patent Act. 406 U.S. at 527-28. In the wake of Deep-
south, Congress enacted Section 271(f) to prevent infringers
from exploiting that loophole. See H.R. 6286, Patent Law
Amendments Act of 1984, Congressional Record, Oct. 1,
1984, 28069, H10525-6. The legislative history of Section
271(f) reads in pertinent part:

Part of the subcommittee’s job is to secure for the own-
ers of intellectual property, including patent holders, a
workable, efficient, and vigorous set of laws to protect their
creations. . . . [W]ithout enactment of these housekeeping-
oriented measures, the patent system would not be responsive
to the challenges of a changing world and the public would
not benefit from the release of creative genius. . . . Section
101 [of the Bill] makes two major changes in the patent law
in order to avoid encouraging manufacturing outside the
United States.... [Section 271(f)] will prevent copiers
from avoiding U.S. patents by supplying components of a
patented product in this country so that the assembly of the
components may be completed abroad. This proposal re-
sponds to [Deepsouth] concemning the need for a legislative
solution to close a loophole in patent law.
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H.R. 6286, Patent Law Amendments Act of 1984, Con-
gressional Record, Oct. 1, 1984, 28069, H10525 (emphasis
added).

Section 271(f) bridges the Deepsouth synapse by includ-
ing as infringement under the Patent Act the assembly of any
component of a patented invention, supplied from the United
States, into a product assembled outside of the United States.
35 U.S.C. § 271(f). Microsoft does not dispute the construc-
tion of Section 271(f), but argues that: (1) its object code or
software is not a “component” under Section 271(f); and (2)
its foreign-replicated copies are not “supplied from” the
United States. Otherwise, Microsoft acknowledges that its
actions satisfy the requirements of Section 271(f). (Court Ex.

1)

II1. Software as a Component

Microsoft argues that foreign-replicated copies of its
Windows operating system software cannot be statutory
“components” supplied from the United States to form for-
eign-assembled computer systems because “the infringing
Windows operating system software stored on the golden
master disks [and sent electronically] is intangible informa-
tion,” and the golden master disk is “simply a medium for
transmission of the software information,” and is never in-
corporated into an end product abroad. (MS Br. at 1; Court
Ex. 1.) The object code or software that is contained on each
golden master disk or transmitted electronically, as opposed
to the golden master disk or method of encrypted transmis-
sion itself, is at the heart of the parties’ dispute and this
Court’s analysis. It is undisputed that the infringing software
is intentionally shipped abroad for incorporation into foreign-
assembled computers. (Court Ex. 1.) Indeed, the golden
master disk simply recognizes the economic efficiencies in
shipping Microsoft’s software abroad, and does not alone
insulate Microsoft from liability under Section 271(f). See
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Eolas Techs. Inc. v. Microsoft Corp., 99 C0626, 2004 WL
170334, at *3-5 (N.D. I1l. Jan. 15, 2004).

Microsoft argues that its infringing software must be a
“physical product” to constitute a “component” under Sec-
tion 271(f). As noted, Section 271(f) precludes exportation
 of certain “component(s)” of patented inventions. 35 U.S.C.
§ 271(f). Microsoft contends that infringing software trans-
ported by golden master disk or through electronic transmis-
sion is merely “intangible information,” and thus not a “com-
ponent” as contemplated by Section 271(f). It is well-
established, however, that software can be a component of a
patented invention or infringing device. See, e.g., In re Alap-
pat, 33 F.3d 1526, 1545 (Fed. Cir. 1994) (“[A] computer op-
erating pursuant to software may represent patentable subject
matter, provided, of course, that the claimed subject matter
meets all the other requirements of Title 35.”); Imagexpo,
L.L.C. v. Microsoft Corp., No. Civ. A 3:02CV751, 2003 WL
23147556 (E.D. Va. Aug. 19, 2003) (in examining Microsoft
NetMeeting units exported overseas on golden master disks,
holding that Microsoft’s “code is a patentable apparatus” and
that the golden master and code constitute “components” un-
der Section 271(f)); Eolas Techs. Inc. v. Microsoft Corp., 274
F.Supp.2d 972, 973 (N.D. 1ll. 2003) (holding that the soft-
ware in a computer product “is, in law, the legal equivalent
of a piece of computer hardware and not the legal equivalent
of a chemical formula™); NTP, Inc. v. Research In Motion,
Ltd., 261 F.Supp.2d 423, 431 (E.D. Va. 2002) (noting that
defendant supplied “application programs” that are “compo-
nents combined with [an] Intel processor outside the United
States” and especially adapted for use in the infringing prod-
uct); United States Patent & Trademark Office Manual of
Patent Examining Procedure (the “MPEP”) § 2106, at 2100-
13 (8th ed.2003) (noting that a computer program has func-
tional and structural elements, can be recited as part of a
claim, statutory manufacture or machine, and noting that
“Iwlhen a computer program is recited in conjunction with a
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physical structure, such as a computer memory, Office per-
sonnel should treat the claim as a product claim.”) (emphasis
added); see also Southwest Software, Inc. v. Harlequin Inc.,
226 F.3d 1280, 1287-88, 1298-99 (Fed. Cir. 2000). Indeed,
Microsoft acknowledges that software is patentable (Tr. at
10; MS Reply at 1), and it argued successfully to the Ninth
Circuit that its golden master disks that contain the object
code at issue here were tangible export property for tax pur-
poses. Microsoft Corp. v. Comm’r of Internal Revenue, 311
F.3d 1178, 1185 (9th Cir. 2002) (holding that the software or
object code contained on the golden master disks was “export
property,” that only contemplates tangible property, and find-
ing “computer software reproductions similar to ‘films, tapes,
[and] records™) (alteration in original). Tellingly, Microsoft
retreated from this argument in its reply brief and at oral ar-

gument.

Microsoft urges this Court to narrowly interpret the term
“component” in Section 271(f) to exclude software or object
code. However, there is no limitation of the term “compo-
nents,” either in the statutory text or in the legislative history,
to machines or other structural combinations. W.R. Grace &
Co. v. Intercat, Inc., 60 F.Supp.2d 316, 320-21 (D. Del.
1999) (finding 271(f) liability for supply of chemical compo-
sition from the United States for combination with other ma-
terials abroad); see also Moore U.S.A. Inc. v. Standard Regis-
ter Co., 144 F.Supp.2d 188, 195 (W.D.N.Y. 2001) (finding
paper, glue and blueprints for making envelopes “compo-
nents” under 271(f)); Lubrizol Corp. v. Exxon Corp., 696
F.Supp. 302, 325 (N.D. Ohio 1988) (same for supply of lu-
bricant additive for combination in a lubricant composition
outside the United States). Further, there is nothing in the
legislative history of Section 271(f) or in any jurisprudence
interpreting it to say that software cannot be a component
under Section 271(f). W.R. Grace, 60 F.Supp.2d at 321 (“A
contrary holding . . . would be tantamount to legislating addi-
tional language to a statute.”). Indeed, excluding protection
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for inventions using software “would not be responsive to the
challenges of a changing world,” as software and computers
have become an essential part of society and business since
the enactment of Section 271(f). H.R. 6286, Patent Law
Amendments Act of 1984, Congressional Record, Oct. 1,
1984, 28069, H10525.

Microsoft cites to several cases in support of its conten-
tion that software cannot be a component under Section
271(f). (MS Br. at 9-10.) Those cases are distinguishable, as
they all involve design or method patents, which have no
components, or instructions for assembly of products abroad,
which is not a component. See, e.g., Standard Havens
Prods., Inc. v. Gencor Indus., Inc., 953 F.2d 1360, 1374
(Fed. Cir. 1991) (holding 271(f) inapplicable to a method
patent for producing asphalt, “not the apparatus for imple-
menting that process”); Enpat, Inc. v. Microsoft Corp., 6
F.Supp.2d 537, 538-39 (E.D. Va. 1998) (finding no 271(f)
liability for a method patent with no components where the
patent only described steps required to accomplish a task);
Pellegrini v. Analog Devices, Inc., C.A. No. 02-11562-RWZ,
2003 WL 21026797, at *1 (D. Mass. May 7, 2003) (finding
no 271(f) liability for exportation of instruction for foreign
disposal of computer chips); Aerogroup Int’l, 955 F.Supp. at
231-32 (Section 271(f) inapplicable for a design patent for a
shoe sole where the patent claimed no “components” and the
soles were manufactured abroad).

Notably, the two other courts that have considered the
precise issue before this Court have held that Microsoft’s ex-
port of its golden master disks containing infringing code
constitutes the supply of a “component” under Section
271(f). FEolas Techs. Inc. v. Microsoft Corp., 274 F.Supp.2d
972 (N.D. Ill. 2003), reconsideration denied, 2004 WL
170334, at *3-5 (N.D. Ill. Jan. 15, 2004); Imagexpo LLC v.
Microsoft Corp., 2003 WL 23147556 (E.D. Va. Aug. 19,
2003). Additionally, in NTP, Inc. v. Research in Motion,
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Ltd., 261 F.Supp.2d 423, 436-37 (E.D. Va. 2002), a district
court granted summary judgment of infringement pursuant to
Section 271(f), finding that the defendant’s transmission net-
work for its Blackberry wireless email/paging devices manu-
factured in Canada fell within Section 271(f) because it in-
corporated domestically-supplied components, such as Mi-
crosoft’s Exchange Server software, that the defendant com-
bined outside the United States. Microsoft only distinguishes
these cases by noting that they were decided before Bayer
AG v. Housey Pharms., Inc., 340 F.3d 1367 (Fed. Cir. 2003).
(Tr. at 18; MS Reply Br. at 6.)

Microsoft argues that Bayer compels a finding that it is
not liable for infringement and damages for foreign sales of
computers containing the infringing software. In Bayer, the
Federal Circuit addressed the term “component” in Section
271(g) of the Patent Act. Bayer, 340 F.3d at 1376-77. Sec-
tion 271(g) prohibits importation into the United States of
products produced by “patented manufacturing processes,
1.e., methods of actually making or creating a product as op-
posed to methods of gathering information about, or identify-
ing a substance worthy of further development.” Bayer, 340
F.3d at 1370. In dicta, the Federal Circuit stated that the term
“component” in Section 271(g) “appears to contemplate a
physical product.” Bayer, 340 F.3d at 1376-77. However,
Microsoft wrenches the Federal Circuit’s comment out of its
context; it is not the clear statement of law on Section 271(f)
liability that Microsoft would have this Court adopt.

In Bayer, the Federal Circuit held that Section 271(g)
does not proscribe the transmission of “information” into the
United States. 340 F.3d at 1371. The “information” in
Bayer, however, was markedly different than the software or
object code at issue here. The information in Bayer was data
generated from a patented method to identify whether a given
substance had a particular property, namely, whether that
substance activated or inhibited protein activity in a cell.
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Bayer, 340 F.3d at 1369. This data could be used to identify
effective drugs for treating diseases. The patentee alleged
that Bayer used the patented process outside the United
States, subsequently imported into the United States the data
generated from that process, identified effective drugs from
that data, and manufactured those drugs in the United States.
Bayer, 340 F.3d at 1369-70. The Federal Circuit held that
importation of the data generated from the patented process
did not infringe under Section 271(g) because that Section is
directed towards articles of manufacture, and not data or “in-
formation” used to identify those articles. Bayer, 340 F.3d at
1370. Indeed, the data produced from the patented process
abroad was not directly used to manufacture the drugs at is-
sue in the United States. Bayer, 340 F.3d at 1369-70.

Bayer’s holding does not advance this Section 271(f)
analysis because: (1) Bayer only applies to Section 271(g);°
and (2) the “information” or “data processing” that resulted
from a patented process in Bayer is completely unrelated to
the software or object code at issue here. For example, here
the software or object code itself is an essential part of the
end product and component-assembly abroad. In contrast, in
Bayer the resulting data created by a patented process was
transferred to the United States from abroad and was ulti-
mately used to identify drugs which were then manufactured
in the United States. Bayer, 340 F.3d at 1368-69. Thus, in
Bayer, the transmitted “data” at issue was not incorporated
into the end-product; it was the result of a patented process,
not part of it. In this action, the object code at issue actually
contains the patented codecs, which are not derived from a

6 Indeed, the only mention of Section 271(f) in Bayer is a pass-
ing reference to Congress’s intent to avoid encouragement of
manufacturing infringing goods outside the United States. Bayer,
340 F.3d at 1371.
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similar method patent, and the infringing code is sent over-
seas to be incorporated directly into the end-product abroad.

Citing the dicta in Bayer, Microsoft argues that the ob-
ject code contained on the golden master is intangible infor-
mation, and thus cannot trigger liability under Section 271(f).
Microsoft’s argument, however, relies heavily on the pre-
sumption that the object code on the golden master disks and
in the encrypted transmissions is the type of intangible in-
formation or data from a patented process that did not trigger
Section 271(g) liability in Bayer. As noted above, this Court
rejects that presumption.

IV. Foreign-Replicated Copy as a Component

In its reply brief, Microsoft advances the argument that a
foreign-replicated copy of the infringing software does not
constitute a “component” supplied from the United States,
and thus cannot trigger Section 271(f) liability. This Court
heard AT & T’s response at oral argument, and agrees with
its position.

Microsoft contends that since the object code eventually
incorporated into the foreign computers is replicated abroad,
those foreign-replicated copies cannot be considered to be a
component “supplied from” the United States. Specifically,
Microsoft argues that the foreign-replicated copies cannot
“be said to have been ‘supplied’ from the U.S. even though
they never touched U.S. soil.” (MS Reply Br. at 1.) Essen-
tially, Microsoft seeks to equate replication of the object code
abroad with the manufacturing or “supply” of it from abroad.
Microsoft’s argument ignores the undisputed fact that the ob-
ject code is originally manufactured in the United States, and
supplied from the United States to foreign replicators or
OEMSs with the intention of incorporating such software into
foreign-assembled computers. (Court Ex. 1.) The fact that
Microsoft ships one golden master disk or sends one elec-
tronic transmission with the infringing object code to each
foreign OEM, rather than shipping one CD for each computer
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for efficiency purposes, cannot shield Microsoft from the let-
ter and intent of the statute—to prohibit circumvention of
infringement of a United States patent by supplying certain
infringing components from the United States, and shipping
them abroad for incorporation into a finished product that
would infringe if assembled in the United States.” See 35
U.S.C. 271(f); H.R. 6286, Patent Law Amendments Act of
1984, Congressional Record, Oct. 1, 1984, 28069, H10525;
Imagexpo, 2003 WL 23147556; Eolas Techs., 2004 WL
170334, at *3-5.

In support of its argument, Microsoft analogizes its
software to a “mold” for tires that is exported to a foreign
plant to make tires there for combination with foreign-made
cars. Microsoft argues that its software, like the foreign-
molded tires, cannot be said to be components of the patented
combination “supplied” from the United States because Sec-
tion 271(f) looks to the place from which the “component” in
question was made and supplied. Unlike the tires that are
manufactured from a mold, however, the software here has
already been manufactured in, and supplied from, the United
States and is only copied abroad—the software is not a mold
for the creation of another separate type of component. In-
deed, there is no evidence before this Court that the foreign-
incorporated object code or software is being created anew
from instructions concerning a process for creating code
abroad. See Enpat, 6 F.Supp.2d at 538-39 (finding no 271(f)
liability for a method patent with no components where the

7 Indeed, at oral argument, Microsoft acknowledged that if indi-
vidual disks with the infringing Windows operating system object
code were sent abroad for incorporation into each foreign-
assembled computer (rather than one golden master disk), Micro-
soft would be liable for infringement under Section 271(f). (Tr. at
16, 28.) Under this scenario, Microsoft would be liable for direct
infringement under Section 271(f). NTP, 261 F.Supp.2d at 436-37.
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patent only described steps required to accomplish a task);
Pellegrini, 2003 WL 21026797, at *1 (finding no 271(f) li-
ability for exportation of instruction for foreign disposal of
computer chips). Further, Microsoft’s tire mold is devoid of
any content until rubber is poured into it and a separate and
distinct object, a tire, is created. Here, again, the software
itself is the component, or the “tire”, rather than a mold.

As noted in Imagexpo, the golden master or electronic
transmission at issue here contains object code that becomes
an essential component of the finished computer product. “In
other words, the overseas replicator [or OEMs] do[ ] not
simply construct the computer product using a plan, design,
or recipe supplied by Microsoft. Instead, the functional nu-
cleus of the finished computer product is driven by the code,
which is transmitted through the golden master.” Imagexpo,
2003 WL 23147556. This Court agrees and finds Micro-
soft’s “tire mold” analogy unpersuasive.

V. Policy Argument

Finally, Microsoft advances a “doomsday” policy argu-
ment to buttress its position, namely that if Section 271(f)
liability attaches to foreign distribution of its infringing soft-
ware, it “would simply pick up [its] manufacturing operation
for the golden master, go [one] hundred miles north to Van-
couver, set up the operation in Vancouver, [and] burn [its]
golden master CDs [there].” (Tr. at 21-22.) Microsoft as-
serts that this would be the only option to “reduce by two-
thirds our exposure in all of these patent cases” relating to
Section 271(f) liability for worldwide sales.8 (Tr. at 22.)
Additionally, Microsoft complains that, unlike United States-
based companies, foreign software companies do not face

8 Notably, Microsoft’s policy argument does not address distri-
bution of the infringing software through electronic transmission.
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Section 271(f) liability, and can sell software world-wide
without incurring the same liability in the United States. (Tr.
at 22.) While this Court appreciates Microsoft’s concerns
about a paradigm shift for United States software manufac-
turers, those concerns are better addressed through manufac-
ture of non-infringing goods or Congressional action, rather
than a judicial engraftment on Section 271(f) of the Patent
Act.

CONCLUSION

For the reasons set forth above, defendant Microsoft
Corporation’s motion for partial summary judgment pursuant
to 35 U.S.C. § 271(f) is denied.
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APPENDIX C

UNITED STATES COURT OF APPEALS
FOR THE FEDERAL CIRCUIT

04-1285
AT&T Corp.,
Plaintiff-Appellee,
V.
MICROSOFT CORPORATION,
Defendant-Appellant.

ORDER

UNITED STATES COURT OF APPEALS
FOR THE FEDERAL CIRCUIT

A petition for rehearing en banc having been filed by the
APPELLANT, and a response thereto having been invited by
the court and filed by the APPELLEE, and the matter having
first been referred as a petition for rehearing to the panel that
heard the appeal, and thereafter the petition for rehearing en
banc and response having been referred to the circuit judges
who are in regular active service,*

UPON CONSIDERATION THEREQF, it is

ORDERED that the petition for rehearing be, and the
same hereby is, DENIED and it is further

ORDERED that the petition for rehearing en banc be,
and the same hereby is, DENIED.
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The mandate of the court will issue on October 27, 2005.
Circuit Judge GAJARSA did not participate in the vote.
FOR THE COURT,

/s/
Jan Horbaly
Clerk

Dated: October 20, 2005

cc: Dale M. Heist
Stephen C Neal
John D. Vandenberg, Frank Scherkenbach
Janine A. Carlan

AT&T V MICROSOFT, 04-1285
(DCT - 01-CV-4872)

* Two amicus curiae briefs were filed and circulated.

Note: Pursuant to Fed. Cir. R. 47.6, this order is not citable
as precedent. It is a public record.
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APPENDIX D

UNITED STATES DISTRICT COURT
SOUTHERN DISTRICT OF NEW YORK

AT&T Corp. 01 Civ. 4872 (WHP)
Plaintiff,
STIPULATED
v. JUDGMENT
MICROSOFT CORPORATION
Defendant.

On June 4, 2001, plaintiff AT&T Corp. (“AT&T”) filed
this patent infringement action alleging that certain of defen-
dant Microsoft Corporation’s (“Microsoft”) products contain-
ing speech codecs infringe its United States Reissue Patent
No. 32,580 (the “580 patent”). The parties have now reached
a settlement pursuant to which they have agreed to the entry
of judgment based on the record and the stipulated facts as
set forth in Court’s Exhibit 1, and have also agreed that nei-
ther party would appeal any issue with one exception: both
parties intend that Microsoft will reserve one issue for ap-
peal, namely this Court’s ruling with respect to Microsoft’s
liability under 35 U.S.C. § 271(%).
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WHEREAS, the Parties have agreed and hereby stipu-
late, by and through their counsel of record herein, that
judgment be entered in favor of AT&T and against Mi-
crosoft as follows:

IT IS HEREBY ORDERED, ADJUDGED and DE-
CREED THAT, final judgment shall be entered in favor
of AT&T and against Microsoft as follows:

1.

U.S. Patent Number Reissue 32,580 (the 580 pat-
ent) has been infringed under 35 U.S.C. § 271(a)
and (b), is enforceable and not invalid. The parties
have agreed to an unconditional settlement payment
based upon this ruling.

AT&T’s infringement claim under 35 U.S.C.
§ 271(c) is dismissed without prejudice.

All of Microsoft’s counterclaims are hereby dis-
missed with prejudice.

Based on the stipulated facts, the Court has deter-
mined that the golden master disks and the en-
crypted transmissions of Windows object code con-
tain “components” supplied from the United States
by Microsoft within the meaning of 35 U.S.C.
§ 271(f) and the Court has further determined that
the computer systems assembled abroad with the
foreign-replicated Windows object code that was in-
stalled from the golden master disks or the en-
crypted transmissions contain “components” that
were supplied by Microsoft from the United States.

Based on the Court’s determinations set forth in its
opinion of March 5, 2004, and hereby adopted by
the Court in this final judgment, Microsoft concedes
that it has infringed under 35 U.S.C. § 271(f). The
parties have agreed upon an additional settlement
payment conditioned upon a final appellate determi-
nation affirming this Court’s ruling under 35 U.S.C.
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§ 271(f). Accordingly, the Court hereby enters
judgment in favor of AT&T and against Microsoft
on AT&T’s claims pursuant to 35 U.S.C. § 271(%).

6. The parties intend that Microsoft shall have the right
to appeal the Court’s determination and the judg-
ment of infringement under 35 U.S.C. § 271(f) en-
tered herewith.

7. This Court shall retain jurisdiction to enforce the
terms of the Settlement Agreement between the Par-
ties;

8. The Clerk of the Court is directed to enter the fore-
going stipulated judgment as the final judgment in
this case.

9. Each party shall bear its own costs and attorneys
fees.

DATED: March 5, 2004
New York, New York

/s/
William H. Pauley III, District Judge

/s/
Stephen C. Neal, Esq., Cooley Godward LLP
Counsel for AT&T CORP.

/s/
Dale M. Heist, Esq., Woodcock Washburn LLP
Counsel for MICROSOFT CORPORATION
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APPENDIX E

UNITED STATES DISTRICT COURT
SOUTHERN DISTRICT OF NEW YORK

AT&T Corp. 01 Civ. 4872 (WHP)
Plaintiff, STIPULATED
STATEMENT
v, OF FACTS
CONCERNING

MICROSOFT CORPORATION |35U.S.C. § 271(F)

Defendant.

COURT’S EXHIBIT 1

The parties hereby stipulate to the following facts con-
cerning the issue of infringement pursuant to 35 U.S.C.

§ 271(H):

1. Plaintiff AT&T Corp. (“AT&T”) owns all right, ti-
tle, and interest in and to United States Patent Num-
ber Reissue 32,580 entitled “Digital Speech Coder”
(the 580 Patent”);

2. On June 4, 2001, AT&T filed a complaint against
defendant Microsoft Corporation (“Microsoft”) in
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the United States District Court for the Southern
District of New York (“District Court”), seeking a
judgment that Microsoft has infringed the ‘580 Pat-
ent under 35 U.S.C. § 271 and seeking damages for
such infringement (the “Dispute”);

AT&T has alleged that Microsoft’s foreign sales
constitute acts of infringement under 35 U.S.C.
§ 271(f) and the District Court has entered summary
judgment that Microsoft’s foreign sales are subject
to liability in accordance with AT&T’s allegation
(the “271(f) Ruling”);

Microsoft conceives, writes, compiles, tests, debugs
and creates a master version of its Windows operat-
ing system software in Redmond, Washington. Mi-
crosoft makes a limited number of “golden master”
disks in the United States on which the machine-
readable object code for the Windows operating sys-
tem software is stored;

Some golden master disks are shipped abroad to for-
eign computer manufacturers, known as foreign
“original equipment manufacturers” or “OEMs.”
Pursuant to licensing agreements with Microsoft,
those foreign OEMs use the golden master disks to
install the foreign-made copies of Windows operat-
ing system software onto computers. Each OEM
receives a single golden master disk, and that disk
itself is never installed on a computer that is then
sold. Instead, that golden master disk is used by the
OEM to obtain and then replicate object code that is
then installed on computers that are sold;

Microsoft also ships golden master disks to Micro-
soft authorized foreign “replicators” who make cop-
ies of the Windows operating system software ob-
ject code and ship those foreign manufactured cop-
1es to foreign computer manufacturers;
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Microsoft also supplies its Windows operating sys-
tem object code from the United States to certain
foreign OEMs and authorized foreign replicators by
sending to foreign OEMs or replicators a single en-
crypted transmission of the object code. The for-
eign OEMs and replicators decrypt the transmission
and install copies of the object code for the Win-
dows operating system software onto computer
hardware, to form computer systems, and optionally
create CDs or other media with a copy of the same;

During the time relevant for this lawsuit, the golden
master disks that Microsoft shipped overseas and
foreign electronic transmissions included copies of
the codecs that AT&T accused of infringing the
580 patent;

Microsoft intends that the foreign OEMs and au-
thorized replicators make the copies of the object
code for the Windows operating system (created
from the golden master disks and/or electronically
transmitted software code) and Microsoft further in-
tends that the foreign OEMs and authorized replica-
tors install those copies onto computer hardware.
This computer hardware is manufactured overseas;
the computer systems are assembled and the com-
pleted systems are then sold to end-users overseas.

AT&T alleges, and Microsoft disputes, that the
“golden master disks” and the encrypted transmis-
sions of Windows object code constitute “compo-
nents” within the meaning of 35 U.S.C. 271(%).
AT&T alleges, and Microsoft disputes, that the
computer systems assembled abroad with the for-
eign replicated object code contain “components”
that were supplied by Microsoft from the United
States. In a ruling announced on February 17, 2004,
the District Court ruled in favor of AT&T on this is-
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sue. The parties agree that, other than the “golden
master disks” and the encrypted transmissions of
Windows object code, Microsoft does not supply
any “component” from the United States for assem-
bly abroad.

11. The District Court ruled in favor of AT&T on all
271(f) issues in an opinion dated March 5th, 2004.

AT&T and Microsoft have entered into a confidential
settlement agreement pursuant to which Microsoft has agreed
to pay damages to AT&T in connection with AT&T’s allega-
tions that Microsoft’s United States sales infringe the ‘580
patent. The settlement agreement obligates Microsoft to
make an additional payment of damages to AT&T in the
event that the District Court’s 271(f) ruling is affirmed on
appeal.

/s/
William H. Pauley III, District Judge

/s/

AT&T Corp.

/s/
MICROSOFT CORPORATION




