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Federal Circuit Clarifies Direct and
Indirect Infringement Liability
Standards Where Discrete Device
Components Carry Out a Patented
Process

On December 23, 2008, a split panel of the U.S.
Court of Appeals for the Federal Circuit issued a
per curiam opinion, Ricoh v. Quanta et al.,
clarifying the standard for direct and indirect
infringement of a patented process. The Court
held that the sale of software containing
instructions to carry out a patented process is not
direct infringement of a process claim under 35
U.S.C. 271(a). However, the Court opened the
door to indirect infringement liability under
§ 271(b) & (c) where a discrete software (or
hardware) component of a device has no
substantial noninfringing use other than infringing
a patented process. Importantly, a device
manufacturer may apparently be liable for indirect
infringement even if the device as a whole falls
within the “substantial noninfringing use” safe

harbor of § 271(c).
Underlying Facts and Case Posture

Ricoh Co., Ltd. asserted both direct and indirect
patent infringement claims related to optical disc
drive technology against Quanta Computer Inc.
and related entities in the Western District of
Wisconsin. The District Court entered judgment
against Ricoh’s claims on summary judgment. On
appeal, the Federal Circuit held that the District
Court had applied “erroneous legal standards,” op.
at 2, for determining direct and contributory
infringement of Ricoh’s process claims. The
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Federal Circuit accepted as true, for the purposes
of the appeal, that Quantas drives contained
“distinct and separate components used only to
perform the allegedly infringing write methods.”

Op. at 19.

Sale of Software Containing Instructions to
Perform a Patented Process Does Not Directly
Infringe the Patent Under § 271(a)

Allegedly, Quanta’s optical disc drive contains
software instructions that direct hardware in the
device to carry out Ricoh’s patented process. At
issue was whether sale of the optical disc drive
constitutes a “sale” of the “patented invention” as
defined in 35 U.S.C. § 271(a). The section 271(a)
definition of direct patent infringement states:
“whoever without authority makes, uses, offers to
sell, or sells any patented invention, within the
United States or imports into the United States
any patented invention during the term of the
patent therefor, infringes the patent.”

The Federal Circuit first defined a “process” in the
context of § 271(a) as “nothing more than the
sequence of actions of which it is comprised.” Op.
at 16. A process “consists of doing something,”
the Court stated, and thus “the actual carrying out
of the instructions is that which constitutes a
process within the meaning of § 271(a).” Op. at
16-17. The Court recognized, without resolving
the issue, that applying this definition to the
concept of a sale of a process is “ambiguous.” Op.
at 17.

The Court held that software does not meet the
definition of “process” in the context of § 271(a)
because software is merely “a set of instructions
that directs hardware to perform a sequence of
actions.” Op. at 17. Thus, the Federal Circuit
stated, “a party that sells or offers to sell software
containing instructions to perform a patented
method does not infringe the patent under
§ 271(a).” Op. at 18. Quanta’s sale of software
therefore did not directly infringe Ricoh’s process
claim.

The Federal Circuit found support for its decision
in the U.S. Supreme Court’s recent Quanta
opinion, which held that patent exhaustion applies
to process claims when a device embodying the
process claims is sold.]  The Court cited the
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Supreme Court’s statement in Quanta that “a
patented method may not be sold in the same way
as an article or device.” Op. at 17.

Contributory Infringement Liability Under
§ 271(c) for a Device Containing Components
with No Substantial Noninfringing Use

Ricoh also alleged that Quanta was a contributory
infringer of Ricoh’s patented process because
Quanta’s disc drive contained components used
only to perform its patented process. The doctrine
of contributory patent infringement is codified at
§ 271(c), which states:

Whoever offers to sell or sells
within the United States or
imports into the United States a
component of a patented machine,
manufacture, combination or
composition, or a material or
apparatus for use in practicing a
patented process, constituting a
material part of the invention,
knowing the same to be especially
made or especially adapted for
use in an infringement of such
patent, and not a staple article or
commodity of commerce suitable
for substantial noninfringing use,
shall be liable as a contributory
infringer.

The District Court held that the “safe harbor”
provision of § 271(c) applied because the disc
drive as @ whole had a substantial noninfringing
use. The Federal Circuit disagreed, adopting a
broad, policy-based reading of § 271(c) to hold
that “contributory infringement may appropriately
be found” if “Quanta’s optical disc drives contain
hardware or software components that have no
substantial noninfringing use other than to
practice Ricoh’s claimed methods.” Op. at 27.

The Federal Circuit read the statutory language
“offers to sell or sells . . . or imports into the United
States” broadly as applying “not only to the bare
sale of an infringing component, but also to the
sale of that component as part of a product or
device.” Op. at 21. The Court was concerned that
a narrow reading of § 271(c) would allow an
infringer to avoid liability by embedding an
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infringing device “in a larger product with some
additional, separable feature before importing and
selling it.” Op. at 21. The Court gave the example
of an infringing telephone answering machine that
would avoid liability by simply incorporating a
built-in telephone.

The Federal Circuit found support for a broad
reading of § 271(c) in Grokster, a Supreme Court
case addressing contributory copyright liability.2
The Court first cited the Supreme Court’s
statement in Grokster that contributory liability
provides a “practical alternative” to enforcement
against all end users. The Federal Circuit also
pointed to language in Grokster explaining that
§ 271(c) contributory liability is based on whether
“it may be presumed from distribution of an
article in commerce that the distributor intended
the article to be used to infringe another’s patent.”
Op. at 23. The Federal Circuit noted that the
presumption of intent is clear when a specific
component in a device has no substantial
noninfringing use other than to infringe a
patented process. Op. at 23-24.

The Federal Circuit also distinguished the
Supreme Court’s Sony opinion, which held that
sale of a VCR is not contributory patent
infringement.3 The Court noted that a VCR, and
any of its constituent components, could be used
by consumers for either noninfringing or
infringing recordings.

Judge Gajarsa dissented, stating that because
“[n]othing in § 271(c) can be read as directed to
the non-sale activity of embedding components in
larger products,” the language of the statute does
not support the Federal Circuit’s broad
interpretation. Dis. at 6. Instead, Judge Gajarsa
argued, the § 271(c) inquiry must be “whether
what was actually sold was suitable for a substantial
noninfringing use.” Dis. at 4.

Active Inducement Liability Under § 271(b) for
a Device Containing Components with No
Substantial Noninfringing Use

Ricoh also alleged that Quanta actively induced
infringement under § 271(b) through its actions
related to the disk drive components that were
used to perform Ricoh’s patented process.
Inducement is analogous to aiding and abetting,
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whereby the party knowingly assists others to
infringe. Section 271(b) states that “[w]hoever
actively induces infringement of a patent shall be
liable as an infringer.”

The Federal Circuit again looked to the Supreme
Court’s Grokster opinion to clarify the contours of
active inducement liability under § 271(b).
Grokster requires two evidentiary showings in
order for the seller of a product with a substantial
noninfringing use to be liable for actively-induced
infringement. Both a showing of an “affirmative
intent that the product be used to infringe”
(specific intent), and also a showing that
“infringement was encouraged,” are required. Op.
at 29-30.

At issue in Ricoh was the evidence required to show
specific intent. Inducement is commonly shown
by demonstrating that the accused indirect
infringer sent a message designed to stimulate
others to infringe. However, the Federal Circuit
clarified that, while an accused indirect infringer
must undertake some affirmative acts to be liable
under § 271(b), there is no requirement that the
accused indirect infringer communicate a message
of encouragement to the direct infringer. The
Court stated that, given Quanta’s admitted
knowledge of Ricoh’s patent, Quanta’s “role as the
designer and manufacturer of the optical drives in
question may evidence an intent sufficiently
specific to support a finding of inducement.” Op.
at 32.

The Federal Circuit also stated that specific intent
is shown where the accused indirect infringer
provides “instruction on how to engage in an
infringing use.” Op. at 32. The Ricoh Court
applied this principle to hold that if Quanta’s disc
drives include software components containing
instructions whose only function is to instruct the
drives to perform Ricoh’s patented process, this
creates at least a material issue of fact as to Quanta’s
intent, making summary judgment against Ricoh

inappropriate. Op. at 32-33.

While the Federal Circuit’s holding relates to the
evidentiary showing required to defeat summary
judgment, the Court’s opinion suggests that
product design may sometimes itself be sufficient
to constitute active inducement. Thus, while
device manufacturers may find shelter in the Ricoh
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opinion with regard to direct infringement liability
based on the operation of specific device
components, manufacturers cannot assume that
devices with a substantial noninfringing use
necessarily fall within an indirect infringement
“safe harbor,” and must carefully analyze the risks
of indirect infringement liability under § 271(b) &
(c).

1 Quanta Computer, Inc. v. LG Elecs., Inc., ___U.S. ___, 128
S. Ct. 2109 (2008).

2 Metro-Goldwyn-Mayer Studios, Inc. v. Grokster, Ltd., 545
U.S. 913 (2005).

3 Sony Corp. of Am. v. Universal City Studios, Inc., 464 U.S.
417 (1984).
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Federal Circuit Mandamus Opinion
in TS Tech Applies Recent In re

Volkswagen Case, Orders Patent
Case Transferred Out of E.D. Texas

In a prior IP Spotlight we highlighted In re
Volkswagen, a decision in which the U. S. Court of
Appeals for the Fifth Circuit granted a petition for
mandamus, transferring a products liability case
out of the U.S. District Court for the Eastern
District of Texas. In Volkswagen, the Fifth Circuit
relied on the relationship between the venue and
the witnesses, the parties, and the acts giving rise to
the case, and discounted the plaintift’s choice of
forum. The Fifth Circuit also rejected the
argument that the presence in the district of
products at issue by itself was sufficient to create an
interest in deciding the issue locally.

It was at that time unclear the extent to which /»
re Volkswagen would apply to patent litigation,
where each use or sale of an infringing product
constitutes infringement. In its recent /n re TS
Tech decision, however, the U.S. Court of Appeals
for the Federal Circuit applied 7 re Volkswagen to
a patent case using a similar analysis, and reached
a similar result.

Underlying Facts and Case Posture

On December 29, 2008, the Federal Circuit issued
an opinion and mandamus order in /n re TS Tech
USA Corp., Misc. Case No. 888. Judge Rader,
writing for the unanimous three-judge panel and
relying on the Fifth Circuit’s en banc decision in In
re Volkswagen, held that a District Court Judge in
the Marshall Division of the Eastern District of
Texas gave undue weight to the plaintiff ’s choice
of venue in denying the defendant’s motion to
transfer, and ordered the case to be transferred to

the U.S. Court for the Southern District of Ohio.

The underlying case in In re TS Tech involved a
patent relating to pivotally-attached headrest
assemblies used in Honda automobiles. The
plaintiff filed suit in the Eastern District of Texas
and alleged that the defendants had been
infringing and inducing infringement of its
patents throughout the United States, including in
the Eastern District of Texas. None of the parties
were incorporated in Texas nor had offices located
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in the Eastern District of Texas. The relevant
physical evidence was located in Ohio. The

witnesses were located in Ohio, Michigan and
Canada.

Judge Ward, in the Eastern District of Texas,
denied the defendants’ motion for transfer under
28 U.S.C. § 1404(a). In considering the public
and private forum-non-conveniens factors, the
Court relied on the plaintiff’s choice of venue and
the local interest in the resolution of the case
because the allegedly-infringing articles were sold
and used in the Eastern District of Texas. The
Court discounted the inconvenience to the
witnesses and the relative ease of access to sources

of proof.
The Federal Circuit’s Decision

Because the defendants’ petition did not involve
any substantive issues of patent law, the Court
applied Fifth Circuit law. Citing /n re Volkswagen,
the Court noted that a “clear abuse of discretion”
occurs only when a refusal to transfer venue
produces a “patently erroneous result.” While the
Federal Circuit agreed with the District Court’s
application of some of the factors, it found clear
error in the District Court’s application of four
factors. These errors, the Federal Circuit held,
were enough to warrant order that the District
Court transfer the case.

First, the Federal Circuit found that the District
Court gave too much weight to the plaintiff’s
choice of venue and erroneously treated it as a
separate factor in determining whether to grant a
transfer of venue. While acknowledging that a
plaintiff’s choice of venue should be accorded
deference, the Federal Circuit noted that /n 7e
Volkswagen “clearly forbids treating the plaintiff’s

choice of venue as a distinct factor.”

Second, in considering the cost of attendance and
inconvenience to witnesses, the Federal Circuit
found that the District Court ignored the Fifth
Circuit’s “100-mile rule,” which states that
inconvenience to witnesses increases in direct
relationship to the distance traveled if the distance
between the existing and proposed venues is more
than 100 miles. The Federal Circuit observed that
all of the identified key witnesses would have
traveled at least 900 additional miles to attend trial
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in Texas rather than in Ohio.

Third, the Federal Circuit found that the District
Court failed to properly consider the ease of access
to evidence. The Court held that the District
Court erred in giving this factor “much less”
significance due to the electronic storage of
information. The Federal Circuit noted that, as
stated in In re Volkswagen, ease of access to some
sources of proof does not render the factor
superfluous.

Finally, the Federal Circuit found that the District
Court erred by holding that public interest
weighed against transfer because infringing articles
were used and sold in the district. Extending the
reasoning of [ re Volkswagen to the patent context,
the Federal Circuit stated that the allegedly-
infringing headrest assemblies were sold
throughout the United States and that the “citizens
of the Eastern District of Texas have no more or
less of a meaningful connection to this case than
any other venue.”

Based on its analysis, the Federal Circuit stated
that the District Court’s errors were “essentially
identical” to the errors made in In re Volkswagen,

and held that the defendants had demonstrated

their right to a writ of mandamus and a transfer.
Application to Patent Cases

In re TS Tech offers assistance to patent
infringement defendants in the Fifth Circuit who
want a transfer, when there is a limited connection
to the venue chosen by the plaintiff and when
there is an alternative district with more
connections to the dispute. The Federal Circuit
has limited the weight given to a plaintiff ’s choice
of venue, and rejected the argument that the
presence of infringing items in the district creates a
special localized interest in having the case resolved
in the district as opposed to other districts where
the accused articles are also used or sold.
Additionally, In re TS Tech reinforces the
importance of inconvenience to witnesses and the
relative access to sources of proof. Defendants in
the Fifth Circuit may want to review the facts of
their cases in light of In re Volkswagen and In re TS
Tech and consider a potential change of venue
motion, if it is determined that such a change is
desirable. Of course, defendants will want to
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carefully consider the strategic implications of a
transfer in advance, as some cases may be better
left where the plaintiff filed them. Defendants
must also carefully consider and marshall their
own evidence and arguments that a more-
convenient jurisdiction actually exists.

Patent plaintiffs, for their part, will continue to
need to carefully investigate any defendant’s
potential arguments for a transfer of venue before
filing suit, including the connections (or lack
thereof) between the district in question and the
parties and/or the case. Plaintiffs should consider
pleading relevant facts in the Complaint that tend
to link the defendant(s) or the case to that district.
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