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U.S. Patent Infringement Litigation
The Problem of Foreign Parts Suppliers
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The Problem Facing Foreign Parts Suppliers

S B 2 B4t o 7 I I £ 10

Two scenarios
1. U.S. buyer manufacturing final products overseas
2. Foreign buyer manufacturing final products overseas
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1. U.S. Buyer Making Products Overseas
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2. Foreign Buyer Making Products Overseas
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Can You Be Sued in the United States? Where?
BLAEXREEIEFY?  mEEHEMAMLL?

 Jurisdiction
— General Jurisdiction
* You have “extensive and continuing” contacts with
the district
—You have benefitted from transacting business in
the district and you should be expected to consent
to be sued here also
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Can You Be Sued in the United States? Where?
BEEEEERRIFE?  aEEEMO A

Jurisdiction
— Specific Jurisdiction
* The lawsuit is based on an injury allegedly caused by actions you
took that were directed at the district

— Courts have found that sales made to companies that the
defendant knew or should have known would sell in the district
suffice

— Many states have additional requirements (set out in “long-arm
statutes”)
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Is Foreign Supplier Liable if Part Infringes?

WRFIMARAL, S E PV R R G EAETE?

* Yes, if the buyer is sued and the foreign supplier has
agreed to indemnify or is required by law to indemnify the
buyer

» But often the patent owner wants to sell its own parts to the
buyer, so it will not want to sue the buyer

» Can the patentee sue the foreign parts supplier instead?
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Is Foreign Supplier Liable if Part Infringes?

IR F IR, S EEN A T EARETUE?

» Direct or contributory infringement

— Foreign supplier does not sell, use, manufacture, or
import part in the U.S.

» Be careful of sending samples to the U.S. for
customer testing or for display at trade shows!
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Is Foreign Supplier Liable if Part Infringes?

WRFIMARAL, S E PN R R G EAHETE?

» Direct or contributory infringement
— What if the foreign supplier's sales representatives
traveled to the U.S. to interest the U.S. buyer in the part
and negotiated the contract in the U.S. ?
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Is Foreign Supplier Liable if Part Infringes?

IR F IR, S EEN A T EARETUE?

— Is that an infringing “offer for sale™?
» The Federal Circuit has never decided whether an
“offer for sale” constitutes direct infringement if the
contemplated sale is to take place outside the U.S.

* District courts go both ways.
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Induced Infringement
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35U.S.C. § 271(b): “Whoever actively induces infringement
of a patent shall be liable as an infringer.”

A party that induces or contributes to infringement is jointly
and severally liable with the direct infringer for all general
damages. See Hewlett-Packard Co. v. Bausch &Lomb Inc.,
909 F.2d 1464, 1469, (Fed. Cir. 1990).
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Elements of Induced Infringement
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1. Inducing Act + Intent

2. Direct Infringement
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Elements of Inducement — Affirmative Act
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There must be an affirmative act of inducement such as
licensing others, designing the infringing product or process,
advertising, labeling or providing instructions or directions

No inducement liability from failure to take legal or other steps
to prevent infringement by another. Tegal Corp. v. Tokyo
Electron Co., Ltd., 248 F.3d 1376 (Fed Cir. 2001)
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The Problem of Foreign Suppliers
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Can a foreign supplier be liable for inducing infringement
when all of its allegedly inducing acts occur overseas?

Does the patentee have to show that the alleged inducer
caused the foreign manufacturer to sell its products in the
United States?
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The Problem of Foreign Suppliers
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» Can a foreign supplier be liable for inducing infringement when
all of its allegedly inducing acts occur overseas?
— Never directly addressed by the Federal Circuit.
« MEMC Electronic Matls., Inc. v. Mitsubishi Silicon Corp.,
420 F.3d 1369, 1379 (Fed. Cir. 2005) (“We therefore

need not address whether inducing activity in Japan can
give rise to liability under United States patent laws.”)
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The Problem of Foreign Suppliers
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— Most district courts have answered this question “yes”
as long as the foreign supplier knew or should have
known the final products would be sold in the U.S.
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The Problem of Foreign Suppliers
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Does the patentee have to show that the alleged inducer
caused the foreign manufacturer to sell its products in
the United States?

Again, the Federal Circuit has not directly addressed this
issue, but the MEMC decision suggests the answer is
“yeSH
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The Problem of Foreign Suppliers
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— MEMC, 420 F.3d at 1380:

Finding there was “sufficient circumstantial evidence
for a reasonable jury to conclude that SUMCO was
not only aware of the potentially infringing activities in
the United States by Samsung Austin, but also that
SUMCO intended to encourage those activities.”
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The Problem of Foreign Suppliers
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» Potentially inducing acts in MEMC:
— Technical support to U.S. customer via e-mail
— Shipping replacement products directly to U.S. customer
— Technical presentations in the U.S.
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Semiconductor Energy Lab. Co. Ltd. v. Chi Mei Optoelectronics
Corp., 531 F. Supp. 2d 1084 (N.D. Cal. 2007)
Inducing acts:
(1) Repair & return centers in the U.S.,
(2) providing technical support in the U.S.,

(3) shipping products directly to U.S. customers in order to address
technical problems of pre-existing products,

Semiconductor Energy Lab. Co. Ltd. 7% Chi Mei Optoelectronics
Corp.%, 531 F. Supp. 2d 1084 CHIF#E J& v M Ak X B FR b 7
B, 20074
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The Problem of Foreign Suppliers
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Semiconductor Energy Lab. Inducing acts:
(4) on-site technical presentations in the U.S.,

(5) adjustments in the manufacturing process to
accommodate U.S. customer concerns, and

(6) coordinating shipping to the U.S. via e-mail.
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Power Integrations, Inc. v. Fairchild Semiconductor Int’l, Inc.,
589 F.Supp.2d. 505 (D. Del. 2008)

Induced infringement liability where:

(1) Fairchild indemnified its largest off-shore customers for
potential infringement in the U.S.

Power Integrations, Inc. 7 Fairchild Semiconductor Int'l, Inc.
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The Problem of Foreign Suppliers
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(2) Companies like Samsung imported Fairchild's accused
devices into the U.S., and Fairchild was aware of this
importation

(3) Although they were manufactured overseas, 18% of
Fairchild's infringing products are imported into the U.S.
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Power Integrations

BUT:

“the Court also agrees with Fairchild that acceptance of this
figure necessarily means that 82% are not imported into
the United States”
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The Problem of Foreign Suppliers
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(1) Accordingly, the Court will reduce the jury‘s damages
award by 82%, representing that portion of the infringing
products not imported into the United States

(2) Damages award lowered from $33 million to $6 million
Decision on appeal.
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