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Overview of the Unified Patent Court and the Unitary Patent System
The Unified Patent Court (“UPC”) has stated it will 
open its doors on June 1, 2023.  On that date, the 
UPC’s electronic Case Management System will 
permit users to start lodging cases.  The European 
Patent Office (“EPO”) has promoted the UPC, 
along with the Unitary Patent, as the foundational 
elements of a stronger, more centralized, and more 
cost-effective European patent system.  Unitary 
Patents are meant to simplify and reduce the cost of 
the patent application process by making it possible 
to get patent protection in up to 25 European Union 
Member States by submitting a single request to the 
EPO. The UPC is intended to end costly parallel 
litigation and increase legal certainty, by functioning 
as a common court deciding infringement and validity 
disputes for participating European Union Member 
states. The UPC is also meant to provide simpler, 

quicker, and more efficient judicial procedures.  The 
transition to a new European patent system with a 
UPC and Unitary Patent will be, by design, a lengthy 
one—there is a seven-year transitional period that 
may be extended for another seven years—but there 
are also immediate changes that will take effect in the 
next several months that are important to consider.

I. History
Since 1977, the EPO has provided a single 
centralized process for granting patents. The EPO 
has not, however, provided a single centralized source 
for validating or protecting the rights of European 
Patents. Instead, patents granted by the EPO must be 
validated and maintained in each country in which 
they are to take effect and can be enforced only in 
national courts that each apply their own laws and 
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procedures. Such individual country enforcement is not 
only impractical from a financial perspective, but it can 
also lead to inconsistent litigation results. The European 
Union Counsel and the European Parliament promoted 
addressing these inefficiencies by adopting two regulations 
to lay the foundation for Unitary Patent protection in the 
European Union.
 On February 19, 2013, the Agreement on a Unified 
European Patent Court (“UPC Agreement”) was signed 
by most European Union Member States. The UPC 
Agreement paved the way for the Unitary Patent that can 
be enforced in all member states simultaneously through 
the UPC in lieu of having to separately enforce the patent 
through individual national courts.  To enter into force, 
the UPC Agreement required ratification by 13 member 
states, including Germany, France, and Italy.  Nearly ten 
years later, this requirement has finally been achieved, with 
Germany expected to deposit its instrument of ratification 
of the UPC Agreement in February 2023, triggering the 
start of the sunrise period on March 1, 2023. To date, 
seventeen countries, have ratified the UPC agreement: 
Austria, Belgium, Bulgaria, Denmark, Estonia, Finland, 
France, Germany, Italy, Latvia, Lithuania, Luxembourg, 
Malta, Netherlands, Portugal, Slovenia, and Sweden.  
(The United Kingdom’s ratification was withdrawn due 
to Brexit on July 20, 2020).  Seven additional European 
Union Member States who have previously signed the 
UPC Agreement may choose to ratify at any time.   

II. The Unitary Patent
The Unitary Patent is not intended, for now, to replace 
“classic” European Patents, but will provide a new 
option for patentees. The Unitary Patent is described as a 
“European Patent with a unitary effect,” meaning it will 
issue as a classic European Patent granted by the EPO 
under the rules and procedures of the European Patent 
Convention. Thereafter, a patentee in any of the 17 
ratifying countries will have one month from publication 
of the patent grant to request unitary effect by initiating 
a post-grant procedure with the EPO.  If all requirements 
are met, the EPO will register a Unitary Patent for the 
European Patent.  A Unitary Patent can only be limited, 
transferred, or invalidated, or lapse in all of the ratifying 
countries together. A Unitary Patent will also be subject 
to the exclusive jurisdiction of the UPC. Inventors will 
continue to be able to apply for classic European Patents 
without unitary effect with the EPO, as well as national 
patents with national patent offices.  
 The primary aim of the Unitary Patent is to allow 
the EPO to act as a one-stop shop for the administration 
of Unitary Patents. Unitary Patents will be able to 
be obtained, maintained, and managed with a single 
organization, instead of with a multitude of national 

authorities.
 The Unitary Patent System is expected to begin on 
June 1, 2023, the same day the UPC opens its doors. On 
this date, the two European Union Regulations setting 
up the Unitary Patent will apply, and the Rules relating 
to Unitary Patent Protection, which formally entrust 
the EPO with the administration of the Unitary Patent, 
will become effective.  (Rules relating to Unitary Patent 
Protection are available on the European Patent Office’s 
website at https://www.epo.org/law-practice/legal-texts/
official-journal/2022/04/a41.html).  However, in an 
effort to promote the uptake of the Unitary Patent, the 
EPO has introduced two transitional measures to apply 
earlier. The first transitional measure permits certain 
applicants to make early requests for unitary effect 
starting on January 1, 2023.  If the requirements for the 
registration of unitary effect are met, the EPO will register 
unitary effect once the Unitary Patent system begins on 
June 1, 2023.  The second transitional measure, which 
likewise begins on January 1, 2023, permits an applicant 
to request a delay in the issuance of a European Patent 
after dispatch of a communication under Rule 71(3) EPC 
by the European Patent Office and before approving the 
text intended for grant, so that the European Patent will 
be eligible for Unitary Patent Protection.  

III. Considerations Regarding Filing for Unitary Patent 
Protection
A primary benefit of the Unitary Patent that the EPO is 
promoting is lower costs. Such lower costs can be realized 
in connection with validation, renewal, and translation 
processes. When a classic European Patent is granted 
by the EPO, the patent must be validated through the 
national patent office in all countries in which protection 
is sought. The cost of validation includes validation 
fees that vary by national patent office as wells as fees 
charged by attorneys or other service providers who may 
be necessary to navigate the specific validation rules of 
that country. Under the Unitary Patent system, a single 
action provides protection in all participating countries.  
The Unitary Patent system likewise centralizes renewal 
for Unitary Patents—a single renewal fee, corresponding 
to the combined renewal fees due to Germany, France, 
the UK, and the Netherlands in 2015, is paid to the 
European Patent Office, whereas for classic European 
Patents, renewal fees must be paid to each national 
patent office.  Translation requirements and fees will also 
be reduced.  Under the Unitary Patent System, when 
applying for a Unitary Patent, the applicant must file only 
one full translation of the European Patent in English or 
another official language of a European Union member 
state. The European Patent Office estimates that during 
its life, a Unitary Patent will cost €3,680 less than a 
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classic European Patent. (Details of the costs estimates are 
available here:  https://www.epo.org/applying/european/
unitary/unitary-patent/cost.html).
 The benefit of lower costs, however, need to be 
considered holistically along with other effects of the 
Unitary Patent system which are discussed more below. 
One such effect is the Unitary Patent’s vulnerability to 
centralized attacks on validity—a unitary patent may be 
invalidated in all 17 countries through a single action, 
whereas a successful challenge to a classic European patent 
in one country has no legal effect in any other country.  
The uniform nature of the Unitary Patent system can 
also reduce patentholders’ flexibility to structure their 
patents differently in different countries.  Under the 
current European patent system, patentees may be able 
to strategically exclude claims in certain countries, or 
avoid seeking registration in certain countries altogether 
to reduce risk of challenge by a competing national 
patentholder. Such flexibility will not be available under 
the Unitary Patent System.  

IV. The Unified Patent Court
Similar to the Unitary Patent, the UPC will not replace 
the national courts that currently hear infringement and 
validity actions, which will continue to operate as they 
did before.  Rather, for now the UPC will provide a new 
international jurisdiction for infringement and validity 
actions, not a replacement of national courts that currently 
hear infringement and validity actions.  The UPC will 
also have exclusive jurisdiction for litigation relating to 
Unitary Patents.

V. Structure of the Unified Patent Court
The UPC has two levels, a Court of First Instance and a 
Court of Appeal. The Court of First Instance is composed 
of three divisions, the Central Division, Local Divisions, 
and Regional Divisions. The Central Division has its seat 
in Paris and a second location in Munich.  It will hear 
invalidity and non-infringement actions. It may also hear a 
certain number of infringement cases. The Local Divisions 
has locations in Vienna, Brussels, Copenhagen, Helsinki, 
Paris, Dusseldorf, Hamburg, Mannheim, Munich, Milan, 
The Hague, Lisbon, and Ljubljana. The Local Divisions 
will be the primary forums for infringement actions 
and invalidity counterclaims. The Regional Divisions 
may be set up for two or more participating European 
Union member states. Currently, there is a Nordic Baltic 
Regional Division for Sweden, Estonia, Lithuania, and 
Latvia with its seat in Stockholm, and additional locations 
in Riga, Tallinn, and Vilnius. The Court of Appeal has its 
seat in Luxembourg and will decide appeals of decisions 
from the Court of First Instance.
 On October 19, 2022, the UPC announced 

the appointment of 85 judges in two categories of 
appointment—legally qualified judges and technically 
qualified judges. The 34 legally qualified judges have 
been assigned to specific courts and locations, whereas 
the 51 technically qualified judges have been appointed 
to five fields of technology:  biotechnology, chemistry 
and pharmaceutics, electricity, mechanical engineering, 
and physics. The Central division will have three-judge 
panels hear cases that are composed of two legally 
qualified judges from different member states and one 
technically qualified judge. The Local Division and 
Regional Divisions will also have three-judge panels hear 
cases, made up of three legally qualified judges, and where 
warranted, a fourth, technically qualified judge. Many of 
the technically qualified judges are in private practice and 
will sit as part time judges.

VI. The UPC’s Jurisdiction and the Sunrise Period
When the UPC opens its doors on June 1, 2023, 
European Patents, patent applications, and supplementary 
protection certificates will be subject to the jurisdiction 
of the UPC as a matter of default. This will mean that 
patentholders will be able enforce European Patents 
within ratifying Member States by bringing a single action 
to enforce in the UPC. It will also mean a European 
Patent may be invalidated in a single action lodged in 
the UPC. Holders of European patents, applications, 
and supplementary protection certificates, may, however, 
remove their patents from the jurisdiction of the UPC, 
but to ensure they are not subject to the jurisdiction of 
the UPC they must do so during the Sunrise period.  
As long as a patent is not the subject of an action in 
the UPC, the option to opt-out will remain available 
during the seven-year transitional period that begins on 
June 1, 2023. The transitional period may be extended 
an additional seven years.  Patentholders must opt-out 
their patents using the UPC’s Case Management System 
after they register as representatives. After opt-out, the 
UPC will have no jurisdiction concerning any litigation 
related to this application, patent, or supplementary 
protection certification. However, an opt-out may 
be withdrawn at any time as long as the application, 
patent, or supplementary protection is not subject to an 
action before a national court. After a patentholder has 
withdrawn an opt-out, the patentholder may not opt-
out the patent a second time. After the transition period, 
it will no long be possible to opt-out European patents, 
applications, or supplementary protection certificates.

VII. Effects of the Opt-Out Option
Certain patentholders may elect to opt-out as a defensive 
measure, as opting out will prevent the possibility of 
their patent being more easily and efficiently invalidated 
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across countries in a single invalidity action in the UPC. 
Another reason to opt out is a patentee’s fear of having 
its patents tested in an unknown legal environment. On 
the other hand, cost-conscious patentholders may see a 
benefit from the ability to defend their patent against 
invalidation in a single action.  
 It may also be possible to opt-out and then withdraw 
an opt-out strategically. For instance, a patentee could 
maintain its patents’ opt-out status to defend against 
centralized invalidity actions in the UPC and then 
subsequently withdraw its opt-out to bring infringement 
actions in the UPC, where they may benefit from lower 
costs and more efficient procedures. However, the benefits 
of such a strategy is limited not only by the rule prohibiting 
opt-out a second time but also because an infringement 
action brought in the UPC subjects the patent-in-suit 
to invalidity counterclaims in the UPC.  Furthermore, 
an invalidity action brought before a national court will 
make it impossible to opt-in again.

VIII. Likely Jurisdictional Challenges
Although the UPC opens for business in June of 2023, 
achieving the goal of a common court is likely years down 
the road, as there are likely to be numerous jurisdictional 
challenges that will have to be worked out. During the 
transitional period, European Patents will be subject to 
litigation in both the UPC and national courts (though 
not parallel proceedings). Similarly, patents that are opted-

out will continue to be subject to potentially conflicting 
decisions in different national courts for at least seven 
years, and possibly up to 14 years, during the transitional 
period.  This includes potentially conflicting invalidity 
decisions, infringement findings, and FRAND rates 
and terms. Even after the transitional period ends, there 
may still be alternative courts to the UPC. For instance, 
there continue to be members of the European Patent 
Organization that have not ratified and may not ratify 
the UPC Agreement. Spain, Poland, and Croatia are all 
European Union member states that have not signed 
the UPC Agreement. And because the United Kingdom 
exited the European Union, it subsequently withdrew its 
ratification. Switzerland and Turkey are not part of the 
European Union and therefore have never had the option 
to ratify.  All six of these countries are therefore outside 
the UPC’s jurisdiction, even though they are members of 
the European Patent Convention and can be designated 
by a European Patent.  Designated contracting states are 
the countries the European Patent applicant enters in the 
patent application as the countries in which protection is 
sought for the invention.  Contracting states are countries 
that have ratified the European Patent Convention and 
are thus members of the European Patent Organization.  
If these countries remain outside of the UPC Agreement, 
the UPC’s rulings on validity of patents, will not 
automatically apply in these countries. 

4

Export Infringement Under the Patent Act
The Patent Act authorizes actions for infringement relating 
to both domestic activities, see 35 U.S.C. §§ 271(a)-(c), 
and foreign activities, see id. § 271(f ).  The former include 
making, using, selling or importing a patented invention 
“within the United States,” whereas the latter include 
exporting the unassembled components of an invention 
for final assembly “outside of the United States.”  Notably, 
the vast majority of patent suits are brought under only 
the Act’s domestic infringement provisions.  See Daniel 
Moffett, et al., Overlooked Patent Cases: Foreign Activity 
Liability, Damages, Law360 (Sept. 30, 2021).  Over the 
last three years, for example, §  271(f ) has been cited 
in only four published cases across all jurisdictions, 
whereas §§  271(a)-(c) have been cited in more than 
one-hundred published cases. Although there are several 
reasons for this trend—including that patentees may be 
sleeping on their rights, whereas risk-averse competitors 
may be overestimating the scope of those rights—all 

seem to reduce to a common theme: stakeholders lack 
sufficient information about § 271(f ). See id.; Katie E. 
Hyma, Legislative Ballast: The Case for Repealing 35 
U.S.C. § 271(f ), 69 Syracuse L. Rev. 155, 183 (2019).  
This article targets that issue by outlining the relevant 
history and current state of the law under § 271(f ).  As 
political and economic forces converge towards a historic 
resurgence of manufacturing activity in the United States, 
understanding the Patent Act’s provisions governing the 
export of domestic products may be more important now 
than ever before. 

I. Closing the Deepsouth Loophole
Any approach to the law of § 271(f ) requires understanding 
its statutory genesis.  Indeed, the Supreme Court has on 
multiple occasions relied on the provision’s “history” and 
“intent” to interpret its scope.  Life Techs. Corp. v. Promega 
Corp., 580 U.S. 140, 151-52 (2017). This is likely because 
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§ 271(f ) was a direct legislative response to a controversial 
Supreme Court decision, Deepsouth Packing Co. v. Laitram 
Corp., 406 U.S. 518 (1972).
 Deepsouth involved a dispute over shrimp deveiners.  
The accused infringer, Deepsouth, did not dispute 
that its machine violated the patents-in-suit if made or 
used domestically.  It argued, however, that nothing in 
U.S. patent law prevented it from manufacturing the 
unassembled parts of that machine and shipping them 
abroad for final assembly.  The Court agreed.  Neither 
Deepsouth nor its foreign customers were making, using, 
or selling a patented invention “within the United States,” 
which was all the Patent Act prohibited at the time.  After 
all, the invention was the fully assembled product, not its 
component parts.  And because the full assemblies were 
completed abroad, they were beyond the scope of the Act.  
This reasoning, known today as the “Deepsouth loophole,” 
led directly to the enactment of § 271(f ), which effectively 
overruled the decision.  See Promega Corp. v. Life Techs. 
Corp., 773 F.3d 1338, 1352 (Fed. Cir. 2014) (“Section 
271(f ) closed the Deepsouth ‘loophole’”).  As the Supreme 
Court recently explained, paragraph (f ) “fill[ed] a gap in 
the enforceability of patent rights by reaching components 
that are manufactured in the United States but assembled 
overseas and that were beyond the reach of the statute 
in its prior formulation.”  Life Techs., 580 U.S. at 151-
52. Interpreting the provision today, courts thus consider 
whether a proposed interpretation “comports with” that 
Congressional “intent.” Id. 

II. Text of Section 271(f)
Textually, § 271(f ) addressed the Deepsouth loophole by 
“expand[ing] the definition of infringement to include 
supplying from the United States a patented invention’s 
components.” WesternGeco LLC v. ION Geophysical Corp., 
138 S. Ct. 2129, 2134 (2018).  Thus, domestic assembly 
is no longer required; it is enough if the alleged infringer 
supplied the unassembled components of an invention for 
final assembly abroad. The provision operates through two 
subsections “that work in tandem by addressing different 
scenarios.”  Id.  “Section 271(f )(1) addresses the act of 
exporting [all or] a substantial portion of an invention’s 
components,” whereas § 271(f )(2) “addresses the act of 
exporting components that are specially adapted for an 
invention.”  Id. at 2134-35. In full, the provision reads:

(1) Whoever without authority supplies or causes 
to be supplied in or from the United States all or a 
substantial portion of the components 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 infringe 

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 
substantial noninfringing use, where such component 
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.

 Those familiar with the Patent Act’s indirect 
infringement provisions, §§ 271(b) and (c), will notice 
a great deal of overlap—indeed, § 271(f ) intentionally 
“mimics the language” of those provisions.  Zoltek Corp. 
v. United States, 672 F.3d 1309, 1334 n.6 (Fed. Cir. 2012) 
(Dyk., J., dissenting).  As the legislative history clarifies, 
“[t]he term ‘actively induce’ [in paragraph (f )(1)] is 
drawn from existing subsection 271(b),” whereas “[t]he 
passage in paragraph (f )(2) reading ‘especially made or 
especially adapted for use’ . . . comes from existing section 
271(c).”  Section–by–Section Analysis of H.R. 6286, 130 
Cong. Rec. 28069 (1984); see also Microsoft Corp. v. AT 
& T Corp., 550 U.S. 437, 445 (2007) (citing Section-by-
Section Analysis).  But there are also important differences 
between § 271(f ) and the indirect infringement 
provisions.  For example, because § 271(f )(1) applies 
only to the supply of all or a substantial portion of an 
invention’s components, it is narrower than paragraph (b) 
and excludes, for example, liability for providing expertise 
or consultation. 3 Moy’s Walker on Patents § 12:29 (4th 
ed. Dec. 2020 Update).  Similarly, § 271(f )(2), unlike 
paragraph (c), requires a specific intent to assemble an 
infringing combination “outside of the United States.” Id.

III. Elements of Section 271(f) – Settled and Unsettled 
law
Given the substantial linguistic overlap between §§ 
271(b)-(c) and § 271(f ), one might expect the case law 
to carryover, and for much of the law on § 271(f ) to be 
correspondingly settled.  Not so.  To take one example, 
courts have divided over whether “actively induced” has 
the same meaning in § 271(f )(1) as it does in § 271(b). 
No doubt such conflicts contribute to a lack of clarity 
among relevant stakeholders.  In an effort to demystify 
the law (where possible) and sharpen the issues (where 
not), the remainder of this article sets out some of the 
key elements of §§ 271(f )(1) and (f )(2), summarizes 
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relevant case law, and clarifies the questions that remain 
unanswered and why they matter.

A. Section 271(f) Elements
 First and foremost, § 271(f ) targets “supplying . . . 
components.”  WesternGeco, 138 S. Ct. at 2134.  Supplying 
refers to “the act of exporting,” id., and “the transfer of 
a physical object,” Cardiac Pacemakers, Inc. v. St. Jude 
Med., Inc., 576 F.3d 1348, 1364 (Fed. Cir. 2009). Thus, 
the Federal Circuit has held that § 271(f ) only protects 
patents over tangible items, such as claims to a “product, 
device, or apparatus.”  Id.  Patents covering methods or 
processes, by contrast, are not included, because they 
comprise intangible steps or acts.  Likewise, § 271(f ) does 
not apply to “products that are the result of steps of the 
patented method,” nor to products used to perform the 
patented method, because they are not the “components” 
of the patent; rather, the steps or acts are. Id.
 Both §§ 271(f )(1) and (f )(2) also require supplying 
components “in or from the United States.”  This means 
that the components must be “physically present in the 
United States and then . . . exported.”  Pellegrini v. Analog 
Devices, Inc., 375 F.3d 1113, 1117 (Fed. Cir. 2004).  
The provision “focuses on the location of the accused 
components, not the accused infringer.”  Id. Accordingly, 
it is not a violation of § 271(f ) for a manufacturer located 
in the United States to cause components located outside 
of the United States to be supplied.  Id. at 1118.  Nor is 
it infringement to merely “offer to supply” components 
from the United States.  Rotec Indus., Inc. v. Mitsubishi 
Corp., 215 F.3d 1246, 1257–58 (Fed. Cir. 2000).
 Section 271(f ) also applies only to “components of a 
patented invention” supplied for “combination” abroad.  
A “component” is a “constituent part,” “element,” 
or “ingredient,” and must be supplied as a “usable, 
combinable part” for actual overseas assembly.  Microsoft, 
550 U.S. at 449. Thus, in the Supreme Court’s first case 
interpreting § 271(f ), it found no infringement where 
a master disk containing software code was supplied to 
an overseas manufacturer who, in turn, made copies of 
the disc that were combined to form the invention.  Id.  
Because the master disc was not actually combined to 
form an infringing combination, it was not a “component 
of the patented invention.”  Likewise, the software 
itself, “detached from an activating medium,” was not 
a component, because it was not a “usable, combinable 
part.” Rather, “[a]bstract software code is an idea without 
physical embodiment, and as such, it does not match 
§ 271(f )’s categorization: ‘components’ amenable to 
‘combination.’”  And because the software copies created 
from the master disc were manufactured abroad, they 
were not “supplied . . . from the United States.”

B. Section 271(f)(1) Elements
 Section 271(f )(1) targets the supply of “all or a 

substantial portion of the components of a patented 
invention.”  The Supreme Court recently interpreted 
this language in Life Technologies Corp. v. Promega Corp., 
580 U.S. 140 (2017).  There, the Court held that a 
“substantial portion of components” is a “quantitative 
measure” that is “large [in] size,” rather than a qualitative 
measure of importance.  Id. at 146-47. That is, it refers to 
the “number of components” supplied.  Id. at 148.  The 
Court also held that, as a matter of law, one component is 
not a “substantial portion” under the Act.  Id. at 149-52.
 The Court’s narrow ruling, however, arguably created 
as many questions as it answered.  For example, the Court 
declined to say “how close to ‘all’ of the components ‘a 
substantial portion must be.’”  Id.   That is, how many 
components must be supplied for liability under § 271(f )
(1) to attach?  The phrasing of the question and Promega’s 
reasoning provide some clues.  First, the Court implied 
that a “substantial portion” is a relative concept of 
proportionality, defined by the percentage of components 
supplied out of the total components in the patented 
invention.  The question is thus “how close” to 100% that 
ratio must be.  And that phrasing, too, arguably suggests a 
partial answer—it must at least be “close.”  See Brief for the 
United States as Amicus Curiae Supporting Petitioners at 
25-26, 2016 WL 4728374, Life Techs. Corp. v. Promega 
Corp., 580 U.S. 140 (“Section 271(f )(1) . . . is properly 
interpreted to reach the supply of all or something close 
to all of the total.”).  
 Relatedly, the Court also declined to explain “how 
to identify the ‘components’ of a patent or whether 
and how that inquiry relates to the elements of a patent 
claim.”  Life Tech., 580 U.S. at 151 n.2.  In other words, 
although a “substantial portion” refers to the number of 
components supplied, the Court provided no guidance 
on how to count the number of components at issue.  The 
Court has said that a component is a “constituent part” or 
“element,” Microsoft, 550 U.S. at 449 n.11, but that, too, 
leaves many questions unanswered.  For example, do the 
components of components, or sub-components, count, 
since they, too, are technically parts used to make the 
invention?  And if so, what is the a limiting principle—
do we go on down to the individual screws?  Relatedly, 
how, if it all, does that inquiry relate to the patent claims?  
For example, does one look only to the text of the patent 
to determine the number of components at issue, or do 
the parts actually used to make the infringing device 
matter, also?  Consider also the doctrine of equivalents, 
in which an accused product may contain different kinds 
and quantities of parts than those stated in the claims.  
Should a different rule apply to those cases?  The Court 
left these and other issues for the lower courts to resolve.  
Unfortunately, however, no court—not even a district 
court—has addressed these issues since Promega was 



7
decided.
 Section 271(f )(1) also requires that the defendant 
“actively induce” an infringing combination outside of 
the United States.  As mentioned, courts have struggled 
to define that term despite its express incorporation of 
the language from § 271(b).  For example, the Federal 
Circuit has held that an accused infringer can induce itself 
to form the infringing combination; unlike in paragraph 
(b), which applies only to the inducement of a third party. 
Promega Corp. v. Life Techs. Corp., 875 F.3d 651, 654 
(Fed. Cir. 2017). 
 Finally, courts also disagree over the scienter required 
under § 271(f )(1).  Although many, including the Federal 
Circuit, have required the same mental state as under § 
271(b), see Liquid Dynamics Corp. v. Vaughan Co., 449 
F.3d 1209, 1222 (Fed. Cir. 2006); Twentieth Century 
Fox Home Ent. LLC v. Nissim Corp., 2015 WL 3465838, 
at *2 (S.D. Fla. June 1, 2015) (“Section 271(f ) claims 
require a showing of specific intent to infringe”), some 
have required only an intent to combine, “irrespective of 
whether the infringer had knowledge that there would 
be infringement if combined domestically,” WesternGeco 
L.L.C. v. ION Geophysical Corp., 791 F.3d 1340, 1343-44 
(Fed. Cir. 2015). Although this introduces an additional 
measure of uncertainty into § 271(f ) case law, there is 
good reason to assume that the scienter requirement in 
paragraphs (b) and (f )(1) are the same, and that courts 
will generally hold as much.  Most importantly, it remains 
binding Federal Circuit precedent.  Liquid Dynamics, 449 
F.3d at 1222.

C. Section 271(f)(2) Elements
 Unlike with § 271(f )(1), courts seem to generally agree 
on the meaning and scope of § 271(f )(2).  Among other 
things, the provision is generally construed consistently 
with § 271(c). Thus, it is well-accepted that: (i) paragraph 
(f )(2) applies to the supply of even a single component of 
a multicomponent invention, see Life Techs., 580 U.S. at 
150; (ii) the component must be “especially made” and 
not a staple article “suitable for noninfringing use”; (iii) 
the defendant must possess not only the same scienter as 
under paragraph (c)—including knowledge of the patent 
and knowledge of infringement—but also the specific 
intent to form an infringing combination “outside 
of the United States,” see Veeco Instruments Inc. v. SGL 
Carbon, LLC, 2017 WL 5054711, at *22 (E.D.N.Y. Nov. 
2, 2017); and (iv) the component need not actually be 
assembled into an infringing combination abroad, so 
long as “the infringer shipped them with the intent that 
they be combined.” Waymark Corp. v. Porta Sys. Corp., 
245 F.3d 1364, 1368 (Fed. Cir. 2001).  By contrast, 
courts generally hold that §  271(f )(1) requires final 
assembly abroad.  See Microsoft, 550 U.S. at 453 (“[T]
he very components supplied from the United States . . . 

trigger § 271(f ) liability when combined abroad to form 
the patented invention at issue.”); Jacobs Vehicle Sys., Inc. 
v. Pac. Diesel Brake Co., 424 F. Supp. 2d 388, 394 (D. 
Conn. 2006) (holding that § 271(f )(2), unlike § 271(f )
(1), does not require final assembly abroad).
 In its most recent case to consider § 271(f ), the 
Supreme Court held that a plaintiff could recover lost 
foreign profits for infringement under § 271(f )(2). 
WesternGeco, 138 S. Ct. at 2136.  Despite the general 
presumption “that federal statutes apply only within 
the territorial jurisdiction of the United States,” the 
Court reasoned that the Patent Act authorizes damages 
for “infringement,” and infringement under § 271(f )(2) 
occurs when the defendant supplies the components at 
issue from the United States.  Although additional foreign 
activity, including final assembly, sale, and use, was 
necessary to establish the lost profits claimed, that activity 
went to the question of damages, not to the underlying 
injury.  Thus, the Court concluded, foreign lost profits 
were available.
 WesternGeco raises a number of questions.  First, the 
Court expressly declined to address “the extent to which 
other doctrines, such as proximate cause, could limit or 
preclude damages in particular cases.”  Id. at 2139 n.3.  
Second, the Court did not say to what extent, if at all, its 
reasoning applies to §§ 271(a)-(c)?  Courts have split on 
the issue.  See, e.g., Brumfield , Tr. for Ascent Tr. v. IB LLC, 
586 F. Supp. 3d 827, 840 (N.D. Ill. 2022) (“While some 
courts have extended the reasoning in WesternGeco  to § 
271(a) infringement, there is still no federal precedent 
holding that  WesternGeco  overruled previous Federal 
Circuit precedent” precluding damages for foreign sales 
under § 271(a)).  Finally, to what extent does WesternGeco 
apply to reasonable royalties, which compensate “the use 
made of the invention by the infringer.” 35 U.S.C. § 284.  
Are reasonable royalties also available for foreign sales, 
and if so, at what point does a supplier of unpatented 
components “use” the combined “invention”?  These are 
just some of the questions that remain to be decided by 
courts grappling with meaning of § 271(f ).  Q
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PR ACTICE ARE A NOTES
Bankruptcy and Restructuring Litigation 
Update
U.S. Bankruptcy Options for Foreign Companies
Foreign companies seeking reorganization have two 
main options for availing themselves of the advantages 
of generally debtor-friendly U.S. bankruptcy law: (i) 
chapter 11 reorganization and (ii) chapter 15 recognition 
of foreign proceedings. 

I. Chapter 11 Reorganization
A debtor files a voluntary petition under chapter 11 to 
reorganize its business affairs, debts, and assets.  Upon 
simply filing a chapter 11 petition, an automatic stay is 
enforced against all creditors of that debtor, which means 
the creditors are prohibited from attempting to collect 
money or seize assets from the debtor and may not initiate 
or continue any legal actions against the debtor.
 A Chapter 11 proceeding provides numerous other 
benefits to a distressed corporation, including its ability 
to: (1) obtain emergency relief from the bankruptcy 
court to continue operating and paying employees; (2) 
initiate litigation, known as an adversary proceeding, to 
recover assets and have such dispute resolved speedily by 
the bankruptcy court; (3) obtain immediate and broad 
discovery, including documents and deposition testimony, 
without pending litigation; (4) assume or reject unexpired 
contracts and leases, meaning that the debtor can choose 
whether to continue with a certain contract or lease that 
may be beneficial or rid itself of disadvantageous contracts 
or leases; (5) sell property free and clear of any liens or 
other interests; and (6) obtain financing to help the debtor 
operate its business during the bankruptcy.  

II. Chapter 15 Ancillary Proceeding
Chapter 15 governs the administration of the U.S. assets of 
a company subject to a foreign insolvency proceeding, or 
“foreign main proceeding.”  A debtor may file a proceeding 
under chapter 15 when it has an insolvency proceeding 
pending in another country, and, upon recognition of the 
foreign proceeding, a U.S. bankruptcy court defers to the 
foreign court (unless a ruling of a foreign court would 
be manifestly contrary to the public policy of the U.S.).  
Although certain relief is not available in chapter 15, such 
as some causes of action grounded in U.S. Bankruptcy 
Code, other relief, such as automatic stay, takes effect 
later, when the court grants a motion or a recognition of 
the foreign proceeding. 
 Chapter 11 is a plenary proceeding, in which the 
U.S. bankruptcy court has authority over all assets of 
the debtor, wherever—at least in theory—located. On 
the other hand, chapter 15 is an ancillary proceeding, in 
which the U.S. bankruptcy court only has jurisdiction 

over assets of the debtor that are located in the United 
States.  

III. Advantages of U.S. Bankruptcy Proceedings
Whether chapter 11 or chapter 15, U.S. bankruptcy 
proceedings share key common principles:
 In the United States, the bankruptcy court is a court 
of equity.  This means that the bankruptcy judge is 
empowered with rights to administer the bankruptcy in a 
way that attempts to be fair and just to all parties.  
 Furthermore, a U.S. bankruptcy court proceeding is 
transparent, with public dockets (and sometimes open 
access websites) providing access to all documents filed 
in a bankruptcy case.  The procedures provide ability 
to attend hearings and require sufficient notice to all 
interested parties to a case.  
 Finally, a bankruptcy proceeding in the United 
States is generally known for being speedy, permitting 
emergency motions that can be heard in a matter of days; 
even regular motions are typically heard within weeks and 
generally decided promptly, if not during the hearing. As 
to litigation that finds its way into a bankruptcy court 
through an adversary proceeding or contested matter, a 
bankruptcy court also generally hears and decides such 
disputes in an expedited timeframe that is much faster 
than in other U.S. federal or state courts.
 A U.S. bankruptcy judge is also equipped to handle 
the interpretation of foreign law, a key consideration for 
the foreign debtor.  Indeed, it has become increasingly 
common for a bankruptcy court to interpret foreign 
law, and it has authority to do so under U.S. federal 
procedural rules. In practice, it allows bankruptcy courts 
to hear testimony from foreign law experts and analyze 
documents (translated into English) interpreting foreign 
law, at any stage of the litigation proceeding.  It also 
permits the court to engage in its own research of foreign 
law.
 A bankruptcy proceeding is a very real option for 
foreign debtors.  To take advantage of a bankruptcy 
proceeding in the United States, the foreign debtor needs 
to reside or have a domicile, place of business, or property 
in the United States.  Courts interpret this provision 
broadly, and even a nominal amount of property in the 
United States, such as a claim against a creditor or a 
bank account, even one opened for the purpose of the 
bankruptcy itself, is sufficient.   
 Thus, a bankruptcy proceeding in the United States 
is accessible and offers valuable benefits to the foreign 
debtor, and a U.S. bankruptcy court is equipped with the 
tools to administer cross-border insolvency proceedings.

IV. Jurisdiction over Foreign Debtors and Creditors
One limitation, however, to a U.S. bankruptcy court’s 
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ability to resolve disputes in a bankruptcy case is its 
jurisdiction over parties outside of the United States.  A 
U.S. bankruptcy court is special, however, in that it has 
jurisdiction over the debtor as well as over property of the 
debtor’s estate “wherever located and by whomever held.”
 In practice, however, a bankruptcy court is powerless 
to enforce its rulings over the debtor’s property against 
someone interfering with it who is located outside of 
the United States.  The bankruptcy court lacks personal 
jurisdiction over such person to be able to enforce a 
ruling, and in those instances, a foreign court’s assistance 
is needed to enforce the bankruptcy court’s order.  

***
 U.S. bankruptcy offers numerous benefits to the 
foreign debtor, but it must also carefully consider its 
unique circumstances in deciding where to file for 
insolvency.  Cross-border insolvency proceedings are still 
in their infancy, with many issues unresolved and much 
unchartered territory.  For the foreign creditor, knowledge 
of the options and the limitations with respect to a 
bankruptcy filing are crucial in protecting its own rights.

EU Litigation Update
EU to regulate third-party litigation funding. 
The EU is considering a revision of the present regulatory 
framework applicable to third-party litigation funding. 
The objective is to bolster the existing rules on private 
investors’ ability to generate profits through third-party 
litigation funding. This proposal was made by the European 
Parliament’s Legal Affairs Committee and adopted by 
a majority of the Members of the EU Parliament in 
the so-called “Resolution with recommendations to 
the Commission on Responsible private funding of 
litigation” on September 13, 2022. It is now for the EU 
Commission to decide whether to adopt the proposed 
directive contained in the recommendation.
 Background. The concept of commercial third-
party litigation funding was born almost a quarter of a 
century ago. It is a business model where investors cover 
the litigation costs of a party involved in a dispute.  In 
return, should the case have a positive financial outcome, 
the investors receive a portion of the awarded money. 
In contrast to traditional before-the-event (BTE) legal 
expense insurance, third-party litigation funders insure 
legal actions relating to events that have already happened, 
i.e., after-the-event (ATE). Litigation funders are not 
themselves parties to the court proceedings and thus have 
an economic, but not a legal, interest. Although captured 
by some financial regulations, third-party litigation 
funding has not up until now been subject to any specific 
EU regulatory framework.
 Concerns and proposal of the EU Parliament. 
The lack of EU regulation might change as a result of 

the proposal made by the EU Parliament’s Legal Affairs 
Committee. Referring to allegedly negative experiences 
overseas, the Legal Affairs Committee regards the growing 
number of litigation funders acting on “legal markets” of 
the EU Member States as a “threat to the administration 
of justice in Europe” and a “profit-driven activity in which 
justice for the claimant can be seen as a by-product”. They 
claim that the funders regularly request an excessively 
high share of the awarded money. Therefore, in order 
to “preserve the integrity of the EU judicial system” and 
“effectively protect EU citizens from financial exploitation by 
litigation funders”, the draft resolution inter alia proposes 
to:

•  establish a system of accreditation for litigation 
funders administered by national supervisory 
authorities (requiring a registered office in an EU 
Member State);

•  implement an obligation for litigation funders to 
have adequate financial resources to pre-fund the 
particular case and a possibility for the supervisory 
authority to verify their solvency;

•  where the litigation funder later becomes insolvent,  
protect claimants that engaged a third-party funded 
litigation in good faith by setting up an insurance 
fund to cover outstanding costs;

•  establish a complaints procedure that allows any 
natural or legal person to raise any concerns/
complaints about the compliance of a litigation 
funder with its obligations under the directive and 
the applicable national law before a supervisory 
authority;

•  establish specific requirements for the admissible 
content of third-party funding agreements;

•  deem invalid any clause in third-party funding 
agreements granting a litigation funder the power 
to take or influence decisions in relation to 
proceedings;

•  set a cap on the funders’ profits, requiring claimants 
to receive at least 60% of the total settlement or 
compensation amount; and

•  introduce an obligation to disclose the third-party 
funding agreement and to strictly avoid any conflicts 
of interest (e.g., with lawyers or other interested 
parties).

 EU Directive on representative actions. Although 
the provisions proposed in the EU Parliament’s draft 
resolution may seem radical, they are not entirely novel. 
The EU Directive on representative actions already 
contains a number of provisions restricting third-party 
litigation funding: According to the Directive, Member 

https://www.europarl.europa.eu/doceo/document/TA-9-2022-0308_EN.html
https://www.europarl.europa.eu/doceo/document/TA-9-2022-0308_EN.html
https://www.europarl.europa.eu/doceo/document/TA-9-2022-0308_EN.html
https://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=CELEX:32020L1828&from=DE
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States must ensure that conflicts of interest are avoided 
in third-party funded proceedings and that consumers’ 
collective interests remain protected. Courts must, for 
example, have the power to force the third-party funded 
claimant to refuse or amend the funding and, if necessary, 
to withdraw the claimant’s standing to bring a particular 
action. The Directive on representative actions entered 
into force at the end of 2020. It must be transposed 
into national law by December 25, 2022, and most 
importantly – applied from June 25, 2023. So far, only the 
Netherlands and Denmark appear to have implemented 
the Directive – quite contrary to Germany, where the 
governing political parties currently cannot agree on 
fundamental aspects of the Directive’s implementation 
into national law (in particular regarding timing of the 
Opt-In, legal standing of qualified entities and tolling of 
time-barring) and, therefore, will certainly fail to comply 
with the transposition deadline set by the Directive.
 Opinion of the Council of Bars and Law Societies of 
Europe (CCBE): The CCBE welcomes the initiative of the 
EU Parliament. Further, the CCBE argues that although 
third-party litigation funding could offer a remedy to the 
imbalance between parties, the intervention of a litigation 
funder may result in a breach of the ethical obligations of 
lawyers such as the duty of independence. In this regard, 
the CCBE requests that “[t]he lawyer should be free to 
act in the best interests of his or her client, without being 
bound by a funding agreement”. Therefore, the CCBE calls 
for a tightening of some of the regulations: “Any clause 
from a funding agreement which may influence the task of 
the lawyer and prevent him to act in his or her client’s best 
interests should be prohibited”. The legal framework should 
also clarify that it “does not only cover providers offering 
litigation funding as a main activity but also those carrying 
out such activities as an ancillary service”. Finally, the 
CCBE considers a maximum percentage of 25-30% as a 
reward for the litigation funder as sufficient. 
 Joint Statement supporting the proposed regulation: 
In their joint statement, the organizations Airlines 
for Europe, AmCham EU, BUSINESSEUROPE, 
DIGITALEUROPE, DOT Europe, EFPIA, 
Eurochambres, EuroCommerce, European Banking 
Federation, European Justice Forum, InsuranceEurope, 
MedTech Europe, and U.S. Chamber Institute for Legal 
Reform also express their support of the EU Parliament’s 
initiative. The organizations argue that “[w]ith no obligation 
to see cases through to the end and no responsibility for adverse 
costs” litigation funders could pursue “opportunistic claims 
for a high reward with low risk”.
 Statement of the Legal Tech Association. The 
German Legal Tech Association, however, raises concerns 
on the planned regulations on third-party litigation 
funding and expressly rejected them. They argue that 

there were no known cases in Germany or Europe of 
abuse of litigation funding, nor are there any gaps in the 
legal system from which consumers must be protected. 
Litigation funders were often the first to ensure 
equality of arms in legal disputes – “especially where the 
damaging party is financially superior to the injured party 
and where legal disputes are particularly time-consuming 
and expensive”. According to the Association, the best 
examples are cases of antitrust damages and, in particular, 
the diesel case. The Association observes a “convergence of 
interests” between litigation funders and claimants in the 
recent case law of the German Federal Court of Justice 
(“Bundesgerichtshof”). According to the statement, 
the planned regulations ignore the developments on a 
national level and are unsuitable, disproportionate, and 
unworldly.
 Opinion of the German Federal Bar Association. 
Contrary to the Legal-Tech Association, the German 
Federal Bar Association (“Bundesrechtsanwaltskammer”) 
welcomes the draft and calls for a tightening of the 
proposed regulations: It suggests an extension to the 
extrajudicial sector, as the current draft resolution 
only covers third-party litigation funding in court 
proceedings or in proceedings before an administrative 
authority. In addition, the Association proposes to also 
include companies that offer litigation funding only as 
an ancillary service, as some legal tech companies or 
insurance companies do. Furthermore, litigation funders 
should only be allowed to conclude agreements with the 
disputing party directly. This excludes any agreements 
with lawyers or other intermediary parties. Finally, 
litigation funders should not be allowed to influence 
settlement negotiations and should receive a maximum of 
a 30% share of the outcome.
 Outlook. Although the EU Commission is not 
forced to present a legislative proposal, it must react to 
the resolution of the EU Parliament. There are further 
developments to be expected as the topic is high up on 
the agenda. It is clear from the draft resolution and the 
comments discussed above that there are conflicting views 
on the best way forward.

Patent Litigation Update
Since his appointment to federal judgeship by President 
Trump in 2018, Judge Alan D Albright has gained a 
reputation as a patent-plaintiff-friendly judge known for 
expeditiously taking patent cases to trial—putting Waco, 
Texas on the map as a hotbed for patent litigation. Judge 
Albright’s patent docket initially grew at a remarkable 
pace, increasing from 7% of total national patent filings 
in 2019 to 23% in 2021—more than three times the 
amount of the national patent filing assigned to the next 
highest federal judge, Chief Judge Rodney Gilstrap in the 

https://www.ccbe.eu/fileadmin/speciality_distribution/public/documents/DEONTOLOGY/DEON_Postion_Papers/EN_DEON_20220513_CCBE-comments-on-the-European-Parliament-s-Recommendations-to-the-Commission-on-Responsible-private-funding-of-litigation.pdf
https://www.amchameu.eu/system/files/position_papers/2022-06_joint_business_statement_on_responsible_private_funding_of_litigation_1.pdf
https://www.legaltechverband.de/wp-content/uploads/2021/11/Stellungnahme-LTV-EU-Prozessfinanzierung.pdf
https://www.brak.de/fileadmin/05_zur_rechtspolitik/stellungnahmen-pdf/stellungnahmen-europa/2021/august/stellungnahme-der-brak-2021-51.pdf
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Eastern District of Texas. In recent months, that figure 
has decreased following a series of standing orders issued 
by former Chief Judge Orlando Garcia and current Chief 
Judge Alia Moses. The effect of these orders is evidenced 
by the reduction in plaintiffs filing new patent cases in 
the Waco Division of the Western District of Texas. This 
article explores developments in the eight months since 
the issuance of then Chief Judge Orlando Garcia’s initial 
July 2022 Order.

July 2022 Order Randomly Assigning Cases Filed in the 
Waco Division
On July 25, 2022, then Western District of Texas Chief 
Judge Orlando Garcia issued an order declaring that 
new patent cases filed in the Waco Division would be 
randomly assigned among 12 judges in the Western 
District of Texas. See Order Assigning the Business of the 
Court as it Relates to Patent Cases (Garcia, C.J.) (W.D. 
Tex. July 25, 2022). Initially, litigants expected that this 
would drastically reduce the number of filings in the 
Waco Division as plaintiffs would have only an expected 
8% chance of their cases being randomly assigned to 
Judge Albright—a significant change from the certainty 
that previously came from filing patent cases in the single-
judge division. But statistics show that turned out not to 
be the case. Over the next three months, of the 210 patent 
cases filed in the Waco Division, 50% were assigned to 
Judge Albright.
 On November 9, 2022, then Chief Judge Garcia issued 
a subsequent order days before stepping down from his 
role as Chief Judge and taking senior status. The new order 
stated that Judge Albright would be assigned “[a]ll cases 
and proceedings in the Waco Division.” See Amended 
Order Assigning the Business of the Court (Garcia, C.J.) 
(W.D. Tex. Nov. 9, 2022) (emphasis added). After the 
November Order issued, the percentage of new patent 
cases in the Waco Division assigned to Judge Albright 
temporarily increased—reaching a high of almost 80% in 
December 2022. Plaintiffs’ attorneys, however, appear to 
have remained skeptical of the November Order because 
the new language conflicted with the earlier July Order 
and because the limited data had not yet substantiated 
whether the spike in patent case assignments to Judge 
Albright in December was due to the November Order.
 On December 16, 2022, newly appointed Chief 
Judge Alia Moses addressed the conflicting orders in an 
Amended Order, clarifying that Judge Albright would 
be assigned “[o]ne hundred percent (100%) of the civil 
docket in the Waco Division, with the exception of 
patent cases.” See Amended Order Assigning the Business 
of the Court (Moses, C.J.) (W.D. Tex. Dec. 16, 2022) 
(emphasis added). The apparent inconsistency between 
then Chief Judge Garcia’s July and November Orders 

had finally been addressed by the new Chief Judge. But it 
continued to be unclear what, if any, effect the presumed 
clarification would have on assignment of patent cases 
filed in the Waco Division.

Data on Patent Case Assignments in the Waco Division
After the December Order issued, the percentage of new 
patent cases filed in the Waco Division assigned to Judge 
Albright dipped from a high of 80% in December to 
below 60% as of February 15, 2023—a signal that the 
Amended Order indeed had an impact on patent case 
assignments. Moreover, the percentage of total patent 
filing assigned to Judge Albright’s fell to under 18% for 
all of 2022—a decrease from the 24% of national patent 
filings assigned to him from January through July 2022. 
The full impact of the series of orders remains to be seen, 
but an initial assessment suggests that the Amended 
Order on patent case assignments will slow the influx of 
patent filings in the Waco Division. Whether patent cases 
filed in the Waco Division will continue to be assigned 
to Judge Albright remains uncertain in light of data from 
July 25, 2022 through February 15, 2023, which show 
that Judge Albright continues to be assigned the majority 
of the Waco Division’s new patent filings.

Moving Forward—Patent Plaintiff Strategies
Faced with these statistics, plaintiffs with existing related 



Defense Verdict Secured in Multibillion 
Dollar Securities Trial on Behalf of Elon 
Musk and Tesla
The firm secured a defense verdict in a multi-billion 
securities trial in San Francisco, with the jury finding client 
Elon Musk and Tesla not liable for investor losses.  The 
trial followed Musk’s 2018 tweets that he had “funding 
secured” to take Tesla private, and the jury reached their 
decision after less than two hours of deliberation. The 
victory was particularly remarkable in that the court 
had instructed the jury that the tweets were false and 
recklessly made, and that the jury’s task was to determine 
only whether the false representations were “material” 
and, if so, the amount of damages. Plaintiffs claimed that 
damages were in the range of $12 billion.  Firm partners 
Alex Spiro, Andrew Rossman, and William Price were 
named “Litigators of the Week” by The American Lawyer 
for this victory. The trial received extensive media coverage 
by publications such as Law360, The Recorder, and The 
Washington Post, among others.

Groundbreaking Trial Victory on the “Bump-
Up Exclusion”
The firm achieved a landmark victory in San Mateo 
Superior Court when, on December 30, 2022, Judge 
Marie Weiner issued a Final Statement of Decision 
following a 2018 bench trial, finding in favor of our client, 
Allied World Assurance Company (U.S.) Inc. (“Allied 
World”), on a matter of first impression and of critical 
importance to the D&O industry: the definition of Loss 
and whether it covers indemnified settlements paid to 
resolve a shareholder dispute over the price per share paid 
for Amgen’s purchase of Onyx Pharmaceuticals (“Onyx”).  
 Following Amgen’s 2013 acquisition of Onyx, a 
class of Onyx stockholders filed suit against Onyx and 
members of Onyx’s Board of Directors and its President 

and CEO, for breach of fiduciary duty, based on Amgen’s 
acquisition of Onyx in an all cash transaction whereby 
the Onyx shareholders received $125 per share.  The class 
action complaint alleged that Onyx and its Board failed in 
their duty to seek the highest price for Onyx’s shareholders 
in the sale process.  The case eventually settled, with Onyx 
agreeing to pay the class $26 million. The primary carrier 
insurer paid its full $10 million policy limit, but the 
excess carriers, including Allied World, denied coverage, 
invoking a “bump-up” exclusion in their respective 
policies for claims “alleging that the price or consideration 
paid or proposed to be paid for the acquisition . . . of an 
entity is inadequate.”
 In April 2016, Onyx had filed suit against excess 
insurers Old Republic Insurance Co., RLI Insurance, and 
Allied World in San Mateo Superior Court, asserting a 
declaratory judgment claim to determine the insurers’ 
obligations under the applicable insurance policies.  
Onyx also asserted claims for breach of contract and 
tortious breach of the implied covenant of good faith 
and fair dealing.  A week-long bench trial was held in 
August 2018 on the parties’ declaratory judgment claims 
involving interpretation of the subject insurance policies.  
On December 30, 2022, the Court finally published its 
Final Statement of Decision in favor of the defendant 
insurers, finding that the Loss Exclusions in the subject 
insurance policies excluded coverage of Onyx’s out-of-
pocket settlement payment.  The Court’s findings and 
conclusions that no coverage exists for the underlying 
settlement also resolve, in favor if the insurers, Onyx’s 
causes of action for breach of contract and breach of 
the implied covenant of good faith and fair dealing.  
The decision not only represents a significant win for  
Allied World, but also for the D&O insurance industry 
generally.  

VICTORIES

cases before Judge Albright have begun referencing those 
cases on the civil cover sheet of new patent infringement 
complaints, in hopes of increasing the likelihood that 
their new cases would also be assigned to Judge Albright. 
Some plaintiffs have even taken the approach of filing a 
“Notice of Related Cases” immediately after filing the 
complaint. The impact of this strategy is evidenced by the 
statistic that 41% of the patent cases assigned to Judge 
Albright between July 25, 2022 and February 15, 2023 
have been filed by a total of four plaintiffs—all of whom 
actively litigated and had pending patent cases before 
Judge Albright prior to the July Order.

Conclusion
In sum, the orders from the Chief Judges in the Western 
District of Texas have reduced the percentage of new 
patent cases filed in the Waco Division that are assigned 
to Judge Albright, though the data to date show the 
orders have had less of an effect than initially anticipated. 
As time goes on, patent plaintiffs will continue trying 
to find strategies to improve the chances that their new 
patent cases filed in the Waco Division will be assigned to 
Judge Albright. One thing is for certain: future litigants 
will continue to watch and track the data on patent case 
assignments in the Waco Division closely, all in an effort 
to best position their future cases for success. Q

Q
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