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It would be curious then, if an idea, the fugitive fermentation of an individual
brain, could, of natural right, be claimed in exclusive and stable property. If na-
ture has made any one thing less susceptible than all others of exclusive property,
it is the . . . idea, which an individual may exclusively possess as long as he keeps it
to himself; but the moment it is divulged, it forces itself into the possession of every
one . ... Inventions then cannot, in nature, be a subject of property.

Thomas Jefferson'
1. INTRODUCTION

How does one broadcast ownership of property to the public at large?
A variety of immediately apparent methods come to mind. For instance, a
small, tangible object can be marked with data proclaiming ownership, such as a
tag with a name, address and phone number accompanying a piece of luggage.
For a much larger piece of property, say a parcel of land, one may use a “No
Trespassing” sign.” These are practices consistent with the right of exclusion
concept, a mainstay of American property law for centuries.” The issue, of
course, becomes more complex when the property is intangible. Consider the
normally abstract rights that intellectual property laws confer: how does a patent
holder, for instance, broadcast ownership of a method that cannot actually be
seen or felt? How are members of the general public supposed to know that a
patented method is, in fact, the patent holder’s property? Professor Adam Mos-
soff argues that patents have evolved from a strict grant of royal prerogative
during Queen Elizabeth I’s reign to a common-law property right.* Thus,
should one apply common-law property doctrine to properly establish patent
ownership?

Correspondence from Thomas Jefferson to Isaac McPherson (Aug. 13, 1813), in THE
WRITINGS OF THOMAS JEFFERSON 326, at 333-34 (Albert Ellery Bergh ed., 1905).

Lior Jacob Strahilevitz, Information Asymmetries and the Rights to Exclude, 104 MICH. L.
REV. 1835, 185657 (2006) (noting the existence of “no trespassing” signs posted by Cali-
fornia beachfront homeowners trying to own the wet sand behind their homes).

* Id at1836.

4 Adam Mossoff, Rethinking the Development of Patents: An Intellectual History, 1550—1800,
52 HASTINGS L.J. 1255, 1276-78 (2001); see also Tom G. Palmer, Common Property?, Bos-
ton Review, Summer 2002, available at http://bostonreview.net/BR27.3/palmer.html (last
visited Oct. 4, 2007) (arguing that “ownership” in an intellectual property context connotes
only “the right to exclude™).
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A recent field of scholarship known as virtual property complicates this
inquiry.” Charles Blazer argues that virtual property—anything from a website
or an email address to a video game character—has not been recognized by
courts or legislatures.® Instead of recognizing virtual property as a valid com-
mon-law property right, other legal constructs, such as trespass to electronic
chattels or copyright infringement, have been used.” Theodore J. Westbrook
suggests that “property rights in virtual goods are bound to be recognized or
created gradually as society increasingly depends on such rights.” Take, for
instance, a remarkable and startling story that reveals the very tangible value of
virtual property: a player of “The Legend of Mir II,” a massively multiplayer
game in Asia, acquired a virtual sword during game play—the Dragon Sabre—
after completing an online quest.” In his computer-generated character form, the
player lent the virtual weapon to another, “who, without permission, sold the
Dragon Sabre in an online auction for the equivalent of $870 U.S. Dollars.”"
The player, incensed at the loss of his property, filed a theft report with the au-
thorities, yet he was denied any remedy because “Chinese laws did not recog-
nize his virtual goods as a type of property.”'' Left without any other recourse,
the player “sought out ... the virtual thief, and the confrontation culminated
with [the player] stabbing [the thief] to death in a ‘real world” murder.”"* Allen
Chein poses the question, if the action arose in the United States, would com-
mon-law property rights or existing intellectual property laws actually recognize
the abstract notion of virtual property?” In other words, would existing intellec-
tual property laws transition into a virtual world to protect virtual goods?"

More importantly, how does an individual broadcast ownership of a hy-
brid of intellectual property and virtual property? How does one determine

> Charles Blazer, The Five Indicia of Virtual Property, 5 PIERCE L. REV. 137, 137-42 (2006)
(defining virtual property as being “an email address, a website, a bidding agent, a video
game character, or any number of other intangible, digital commodities.”).

S Id at137.
7 Id at 138-39.

8 Theodore J. Westbrook, Owned: Finding a Place for Virtual World Property Rights, 2006
MicH. ST. L. REV 779, 781-82 (2006) (defining virtual property as “computer code that,
when processed, mimics some characteristics of real world property, including exclusivity,
persistence and transferability.”).

®  Allen Chein, A Practical Look at Virtual Property, 80 ST. JOHN’s L. REV. 1059, 1059 (2006).
" qd.

"d

12 Id. at 1059-60.

B Id at 1060-61.

*rd
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ownership of a patented invention that can only be embodied in computer code
on the internet? One is reminded of the countless software business method
patents that are embodied in a variety of well-known websites.”” Consider
Amazon.com’s virtual “shopping cart” technology, Google’s various web
search algorithms, Priceline.com’s patented ‘“‘name-your-price’ reverse auc-
tions,” eBay’s patents directed to general online auctions and sales, Fanta-
sySports.com’s patents for a method and apparatus of operating a fantasy foot-
ball game using a computer, and the “method and apparatus for detection of
reciprocal interest or feelings and subsequent notification” embodied by online
dating web sites such as www.americansingles.com.'® How one can proclaim
ownership of property that forms the juncture between intellectual property and
virtual property has recently been an urgent concern to practitioners, scholars
and inventors. This is especially so considering the recent U.S. Supreme Court
case eBay Inc. v. MercExchange, L.L.C.,"" in which MercExchange sued eBay
over patents claiming online auctions embodied solely in an intangible website
form."®

For software patents—especially online software patents forged as a
combination of intellectual and virtual property—these inquiries are partially
addressed by 35 U.S.C. § 287(a), the “Patent Marking Statute” of patent law."
The Patent Marking Statute primarily serves a notice function in patent litigation
actions and is an economic trigger that can directly aggrandize or severely limit
the amount of damages a patentee may recover in a patent suit.”’

In economic terms, the Patent Marking Statute allows a patentee to util-
ize “the ‘leverage,” afforded by the right to exclude [inherent in a patent], to

'3 J. Christopher Carraway, Why Web Site Operators Must Comply with the Patent Marking

Statute and How They Can Do So, INTELL. PROP. L. NEWSL. (Am. Bar Ass’n, Chicago, IlL.),
Winter 2000, at 15, available at
http://www.abanet.org/intelprop/newsletter/IPL%20Winter%2006.pdf.

Id. at 17-18; see, e.g., Method & Apparatus for Detection of Reciprocal Interests or Feelings
& Subsequent Notification, U.S. Patent No. 5,950,200 (filed Jan. 24, 1997) (American Sin-
gle’s online dating patent); Sys. & Methods for Highlighting Search Results, U.S. Patent No.
6,839,702 B1 (filed Dec. 13, 2000) (Google’s patent on the highlighting of search terms in
web pages returned to browsers over the internet, as provided by Google’s toolbar feature);
Methods & Apparatus for Using a Modified Index to Provide Search Results in Response to
an Ambiguous Search Query, U.S. Patent No. 6,529,903 B2 (filed Dec. 26, 2000) (Google’s
patent for returning search results to a user over the Internet in response to an ambiguous
query).

7126 S. Ct. 1837 (2006).

Id. at 1839; see Carraway, supra note 15, at 18 .

19 Carraway, supra note 15, at 15; see also 35 U.S.C. § 287(a) (2006).

Carraway, supra note 15, at 15; see also § 287.
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enjoy the full value of his invention in the market place.”' First and foremost,

however, the Patent Marking Statute is a mandate that requires a patent holder
making or selling a product covered by its patent to mark the patent number on
the product.” The purpose behind marking the patented product is to give con-
structive notice to the infringer that he or she is infringing the product.” If pat-
entees fail to comply with the marking requirements of the Patent Marking Stat-
ute, then they cannot obtain damages for infringement that occurred before the
patentees provided notice of the alleged infringement to the accused infringer.*
Therefore, 35 U.S.C. § 287(a) serves both a notice function and an incentive
function for patentees to clearly mark their patented products so as to fully exer-
cise the economic value of their patent rights.”® Section 287(a) has also been
described as a “forfeiture statute” that sets forth circumstances under which a
patentee may not recover otherwise available damages.” Thus, 35 U.S.C.
§ 287(a) statutorily limits damages that a patentee can recover in an infringe-
ment suit to those acts of infringement occurring after an infringer is given ac-
tual or constructive notice of infringement: wherein actual notice is given by the
actual filing of an infringement suit by the patentee and constructive notice is
established by marking the patented article.”

2l Smith Int’l, Inc. v. Hughes Tool Co., 718 F.2d 1573, 157778 (Fed. Cir. 1983).

22 §287(a). The statute “does not require marking, but encourages the practice by setting out a

potentially harsh consequences [sic] for a patentee’s failure to mark.” J. Scot Kennedy,
Marking and Damages for Patent Infringement, ABTL REP. (Ass’n of Bus. Trial Lawyers,
Orange County, Cal.), Spring 2006, at 1, 8.
#  See Wine Ry. Appliance Co. v. Enter. Ry. Equip. Co., 297 U.S. 387, 397 (1936).
*§287(a).
3 §287(a).
Patentees, and persons making, offering for sale, or selling within the United
States any patented article for or under them, or importing any patented article
into the United States, may give notice to the public that the same is patented,
either by fixing thereon the word “patent” or the abbreviation “pat.”, together
with the number of the patent, or when, from the character of the article, this
can not be done, by fixing to it, or to the package wherein one or more of
them is contained, a label containing a like notice. In the event of failure so to
mark, no damages shall be recovered by the patentee in any action for in-
fringement, except on proof that the infringer was notified of the infringement
and continued to infringe thereafter, in which event damages may be recov-
ered only for infringement occurring after such notice. Filing of an action for
infringement shall constitute such notice.

1d. (emphasis added).
Kennedy, supra note 22, at 1.

T Gart v. Logitech, Inc., 254 F.3d 1334, 1345 (Fed. Cir. 2001); Nike, Inc. v. Wal-Mart Stores,
Inc., 138 F.3d 1437, 1443 (Fed. Cir. 1998).

26
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It is clear that 35 U.S.C. § 287(a) is a crucial economic tool that can be
used as a devastating weapon or an impenetrable defense by either party in a
patent infringement suit. In order to comply with the Patent Marking Statute, a
patentee need only mark its patented product with the word “patent” or the ab-
breviation “pat.” followed by the patent number.*® This requirement seems ob-
vious and even trivial for tangible patented articles, such as physical devices,
material objects, apparatuses or machines. But how does a patent holder mark
an abstract method or patented process? In those situations, there is ordinarily
nothing physical or concrete to mark at all.* This question is especially com-
plex when applied to the nebulous form of property discussed above: how does
one mark a hybrid of intellectual property and virtual property that can only be
embodied in website form via abstract and intangible software methods?

In such cases, what, then, must be marked? What can actually be
marked? For software inventions, practitioners have suggested marking the
splash screens of programs during the program’s startup sequence.”® For pat-
ented software methods that are embodied primarily in website form, however,
what does one mark in a website? Or more accurately, where does one leave a
mark in order to comply with the requirements of § 287(a)? Thus, there is still
one major question left unaddressed that goes to the very core of the Patent
Marking Statute: what, exactly, is an adequate mark? Specifically, what type of
standard should be applied under 35 U.S.C. § 287(a) to those forms of property
that are hybrids of both intellectual property and virtual property? The current
standards set out by the law do not sufficiently address this question.’’ Al-
though plenty of Federal Circuit jurisprudence speaks to the 35 U.S.C. § 287(a)
marking issue, no case has explicitly discussed marking in a website- or soft-
ware-based context.”> There are several Federal Circuit cases that discuss mark-
ing patented methods, and the rationales of those cases have been accordingly
applied to websites by analogy.*

B §287(a).

» Crystal Semiconductor Corp. v. TriTech Microelectronics Int’l, Inc., 246 F.3d 1336, 1353
(Fed. Cir. 2001) (citing Am. Med. Sys., Inc. v. Med. Eng’g Corp., 6 F.3d 1523, 1538 (Fed.
Cir. 1993)).

3 Stephen Lindholm, Marking the Software Patent Beast, 10 STAN. J.L. Bus. & FIN. 82, 118
(2005).

3 Seeid. at 117.

2 Seeid. at 114-18.

3 See, e.g., Crystal Semiconductor Corp., 246 F.3d at 1353; Hanson v. Alpine Valley Ski Area,
Inc., 718 F.2d 1075, 108283 (Fed. Cir. 1983).
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Recently, two federal district court cases, Soverain Software LLC v.
Amazon.com, Inc.** and IMX, Inc. v. LendingTree, LLC,” have specifically ad-
dressed the question of marking purely web-based inventions.”* One may be-
lieve, then, that the question of adequate marking for the intellectual and virtual
property hybrid of website patents has actually been answered. The solution to
such an intractable problem, however, is not so easily obtained: the Soverain
and /MX courts did set out certain standards for web-based inventions, but the
standards so outlined are wrought with confusion and uncertainty, having been
subjected to a wide array of varying interpretations.”’

This paper argues for a clearer, stronger and more robust standard under
35 U.S.C. § 287(a) that can be applied to intangible software methods embodied
in a pure website form. Therefore, this paper also seeks to fully answer the un-
answered question of how to treat this tenuous and newly-formed hybrid of in-
tellectual and virtual property. Underlying this thesis is the central policy of
preventing the proliferation of meritless or arbitrary software business method
patents, and, in the alternative, encouraging the development of useful and more
robust software patents. If the standard under § 287(a) is both raised and clari-
fied, patentees will be wary of patenting needless online software method pat-
ents, which are generally detrimental to the current “state of the art” existing for
software patents. Specifically, patentees will know that under a stricter § 287(a)
standard, they will not be able to realize the full economic value of their patents
because their infringement damages will be severely limited. On the other hand,
if patentees wish to pursue software patents that can only be embodied online,
they know that they will have to clearly and resolutely broadcast ownership of
their intellectual and virtual property under a heightened § 287(a) standard, and
also ensure that the website embodying that patent is clearly and unambiguously
marked.

This, in turn, furthers the development of software technology because
it improves the quality of website-based software patents. Furthermore, the
Federal Circuit has outlined three major policies behind the Patent Marking
Statute of § 287(a): “1) helping to avoid innocent infringement, 2) encouraging
patentees to give notice to the public that the article is patented, and 3) aiding

3 383 F. Supp. 2d 904 (E.D. Tex. 2005).
379 U.S.P.Q.2d (BNA) 1373 (D. Del. 2005).

3% Id. at 1376; Soverain, 383 F. Supp. 2d at 908—09.

37 See Eric L. Lane, Websites as Virtual Product Packaging: Internet Vendors of Downloadable

Patented Software May Have a Duty to Mark Their Websites, NYIPLA BULL. (N.Y. Intellec-
tual Prop. Law Ass’n, N.Y., N.Y.), Nov.—Dec. 2006, at 14, 16, available at
http://www.nyipla.org/Bulletin/NovDec2006.pdf (pointing out many legal and conceptual
gaps left open by the /MX decision).
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the public to identify whether an article is in fact patented.”® The policies be-
hind § 287(a) will be reinforced, advanced and furthered by having patentees
follow a clearer, heightened § 287(a) standard and by ensuring that patentees
clearly mark the patent numbers on the websites embodying their patented
methods.

The focus of this article is to make patentees, practitioners and the
courts collectively aware of the adequacy (or inadequacy) of the mark and to
effectively create a clearer and stronger standard under § 287(a), applicable to
the emerging intellectual and virtual property hybrid of online software meth-
ods. Part II of this article covers a brief history of the Patent Marking Statute,
with particular emphasis on the Patent Act of 1842 and the early Supreme Court
case Wine Railway Appliance Co. v. Enterprise Railway Equipment Co.” Part
IIT outlines more recent and relevant Federal Circuit jurisprudence that speaks
directly to the issue of patent marking, including the “tangible item” require-
ment as set out by American Medical Systems, Inc. v. Medical Engineering
Corp.*® Part IV analyzes the Soverain and IMX decisions that have specifically
extended the American Medical “tangible item” requirement to websites.*' IMX
has also set out a tenuously defined “sufficiently clear nexus” standard for what
constitutes an adequate patent mark on a website.* Finally, Part V discusses a
policy debate encouraging the courts, and perhaps Congress, to be aware of the
adequacy of the mark and to raise the standard under 35 U.S.C. § 287(a) for
marking software methods. The policy debate focuses on two economic mod-
els. The “incentive rationale” argues that the rights of exclusion under an intel-
lectual and virtual property hybrid will increase the value of that hybrid; there-
fore patentees will be motivated to meet § 287(a) and satisfy its underlying poli-
cies. The “disincentive rationale” argues that patentees of meritless software
patents will be discouraged from having to meet a heightened § 287(a) standard,
thus weeding out those frivolous patents will lead to more robust software
method patents overall.

38 Nike, Inc. v. Wal-Mart Stores, Inc., 138 F.3d 1437, 1443 (Fed. Cir. 1998) (citations omitted).
3297 U.S. 387 (1936).
40 6 F.3d 1523, 1538-39 (Fed. Cir. 1993).

4 IMX, Inc. v. LendingTree, LLC, 79 U.S.P.Q.2d (BNA) 1373, 1376 (D. Del. 2005); Soverain
Software LLC v. Amazon.com, Inc., 383 F. Supp. 2d 904, 909 (E.D. Tex. 2005).

42 IMX, 79 U.S.P.Q.2d (BNA) at 1376.

Volume 48 — Number 1



78 IDEA—The Intellectual Property Law Review

II. THE HISTORY OF THE PATENT MARKING STATUTE

The earliest patent statutes did not include a marking requirement.* As
early as 1852, learning which patents covered a certain product required a
horseback trip to Washington, D.C. to check the records at the Patent Office,
which were likely stored in “shoebox” form, as per Thomas Jefferson’s initial
information storage model.* As explained in the 1852 Supreme Court case
Boyden v. Burke,” “patents were public records and all persons were ‘bound to
take notice of their contents.””** Congress eventually recognized the sheer in-
convenience of such an arrangement, even though there were only approxi-
mately 2400 patents issued at that time.”” In 1836, relying on one central patent
library also proved a mistake when the building burned down, and the patents
along with it.**

A. The Patent Acts of 1842, 1861 and 1870

Realizing these problems, Congress imposed a duty to mark in the Pat-
ent Act of 1842, which required “all patentees and assignees of patents . .. to
stamp . . . on each article vended, or offered for sale, the date of the patent.”” If

4 Nike, 138 F.3d at 1443.

4 Lindholm, supra note 30, at 113; see Jefferson, supra note 1.

These paper search files, known as ‘shoe files’ or ‘the shoes’ from early days
when copies of issued patents were kept in shoeboxes, contained copies of the
U.S. patents classified according to the U.S. Classification System. ... Many
references in the shoes contained additional information such as examiner
notes and/or color drawings placed there by experienced examiners to assist
other examiners working in that technology.

Review of U.S. Patent and Trademark Office Operations, Including Analysis of Government
Accountability Office, Inspector General, and National Academy of Public Administration
Reports: Hearing Before the Subcomm. on Courts, the Internet, and Intellectual Property of
the H. Comm. on the Judiciary, 109th Cong. 153 (2005) [hereinafter Review of U.S. Patent
and Trademark Office] (statement of Ronald J. Stern, President, Patent Office Professional
Association). Early examiners also had to “feed the shoes” by keeping the patent files up-
dated with the most recent technical literature. /d.

4 55U.S. (14 How.) 575 (1852).

% Nike, 138 F.3d at 1443 (quoting Boyden, 55 U.S. (14 How.) at 582).

47 U.S. Patent No. 2,400 (issued Dec. 23, 1841).

4 KENNETH W. DOBYNS, A HISTORY OF THE EARLY PATENT OFFICES 107-08 (1997), available
at http://www.myoutbox.net/popch17.htm. Ironically, the building burned down after it was
spared from being razed by British Troops during the War of 1812 in an Invasion of Wash-
ington D.C. Id. at 108.

¥ Act of Aug. 29, 1842, ch. 263, § 6, 5 Stat. 543, 54445 (repealed 1861).
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the patentee failed to mark each article, he faced a criminal penalty of a fine
“not less than one hundred dollars.” The Patent Act of 1861 abolished the
1842 penal remedy and instead restated the duty to mark as a limitation on the
recovery of damages against a defendant who had not been “duly notified of the
infringement,” which is the standard used today.”" Like the current Patent Mark-
ing Statute, the duty was imposed on “any person” making or vending an article
“under protection of letters-patent.”* Such a person was to affix the word “pat-
ented” along with “the day and year the patent was granted.” Also, for reasons
discussed below, the statute declared that when such marking was impracticable
because of “the character of the article patented,” the person could affix the no-
tice to a label or package.*

The Patent Marking Statute has not changed substantially since 1861;
the Patent Act of 1870, for instance, only altered the wording of the 1861 Act
slightly.” In the nineteenth century, most inventions were tangible articles that
could be marked.”® Although at the time patented methods were not as popular
as they are now, the Supreme Court still faced issues such as when marking was
impracticable for a patented product.”” In Sessions v. Romadka,® for instance,
the plaintiff’s patent was directed to a fastener for trunks.” The plaintiff did
stamp the appropriate mark on the larger sizes of its fastener; however, it failed
to stamp the mark on the smaller sizes of the fastener “on account of the diffi-

O Id at §§ 5-6, 5 Stat. at 54445 (repealed 1861); Lindholm, supra note 30, at 113 (citing the
criminal aspect of the statutory penalty).

S Act of Mar. 2, 1861, ch. 88 § 13, 12 Stat. 249 (repealed 1870).

52
1d.

33 Jd. Also like the modern Patent Marking Statute, the consequences of failure to mark was
that:

in any suit for the infringement of letters-patent by the party failing so to mark
the article the right to which is infringed upon, no damage shall be recovered
by the plaintiff, except on proof that the defendant was duly notified of the in-
fringement, and continued after such notice to make or vend the article pat-
ented.

Id.
54 ]d.
55 See Patent Act of 1870, ch. 230, § 38, 16 Stat. 203 (repealed 1927).

6 Jd. (describing the requirement of anyone “making or vending any patented article™); see also

DOBYNS, supra note 48, at 105, for descriptions of the “models of the Patent Office” that
were used at this time.

57 See Sessions v. Romadka, 145 U.S. 29 (1892).
58

Id.
¥ Id. at 30.
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culty of marking them in such way that the mark would be legible when the
catches were japanned or tinned.” The Court noted that it was “not altogether
clear that the stamp could not have been made upon the smaller sizes,” but up-
held the plaintift’s recovery of profits under the 1870 Act because in the Court’s
view, the plaintiff “complied with the alternative provision” of affixing labels to
packages of its trunk fasteners.®!

B. The Patent Act of 1927 and the Wine Railway Case

The Patent Act of 1927 changed the marking requirements slightly; in-
stead of the word “patented” together with the day and the year the patent was
granted, the patent owner was required to affix “the word ‘patent’ together with
the number of the patent.”® Professor Donald S. Chisum notes that giving the
patent number “perhaps made it easier for an interested person to obtain a copy
of the patent from the Patent Office,” but “[o]n the other hand, omission of the
day and year made it more difficult for such persons to determine when the pat-
ent or patents had expired.”®

In the 1936 Supreme Court case Wine Railway Appliance Co. v. Enter-
prise Railway Equipment Co.,* the Supreme Court resolved a variety of impor-
tant concerns under the Patent Marking Statute.”® The key issue in the Wine
Railway case was whether an infringer, Enterprise Railway, of a patent for a
“Door Mechanism for Railway Cars”* should be held liable for infringement
when the patented device was never made or sold by the patentee.”” Since the
patentee had never made or sold the device, the first actual notice Enterprise
Railway received from Wine Railway was its filing of the infringement suit in
the District Court.®® The Sixth Circuit, construing the Patent Marking Statute at
the time, found for the infringer and limited the patentee’s recovery of profits to

80 Jd. at 49-50.

' Id at 50-52. Also, the Court gave deference to the patent holder by stating “something must

be left to the judgment of the patentee, who appears in this case to have complied with the al-
ternative provision of this act in affixing a label to the packages in which the fasteners were
shipped and sold.” Id. at 50.

62 Act of Feb. 7, 1927, ch. 67, 44 Stat. 1058 (repealed 1952).

63 7 DONALD S. CHISUM, CHISUM ON PATENTS § 20.03[7][c][i] (Matthew Bender & Co. eds.,

2002).
8 297 U.S. 387 (1936).
8 Id at 392.

66 U.S. Patent No. 1,434, 953 (filed Feb. 2, 1922).
7 Enter. Ry. Equip. Co. v. Wine Ry. Appliance Co., 77 F.2d 159, 160 (6th Cir. 1935).
8 Id. at 159-60.
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only those damages after actual notice was given, i.e., the filing of the infringe-
ment suit.”’ The Sixth Circuit reasoned that there was a duty to give notice from
“all patentees” and not just from “persons making or vending any patented arti-
cle”; thus, Wine Railway, even though it did not make or sell the patented arti-
cle, still had a duty to put the infringer on notice because it was a patentee.”” By
failing to mark the device, its infringement damages were severely limited to
only damages that occurred after filing suit against Enterprise Railway.”

The Supreme Court reversed the Sixth Circuit decision, finding in favor
of Wine Railway and stating that there was no duty to give notice to the in-
fringer unless the patentee made or sold articles covered by the patent.”” The
two relevant holdings of the Wine Railway Court are as follows.

1. Preventing Innocent Infringement

The Wine Railway Court first indicated that the purpose behind the Pat-
ent Marking Statute is the policy goal of “preventing innocent infringement.””
The Court said that this could be accomplished by either marking the patented
article or “sending an accusing notice” to the infringer.”* As to the specific class
of patentees to which this duty applies, the Court examined the statutory con-
struction and reasoned that the duty applied only to patentees who “[make] or
[vend] a patented article.”” If a “new and different burden” was placed upon
“all patentees,” including “non-producing patentees,” it would “impose on [non-
producing patentees] a duty to [notify] the public,” which is “impossible of per-
formance” because “no article is made or vended by them.”’® Thus, the Patent
Act of 1927, and the legislative histories of all the Patent Acts preceding it (the
Patent Acts of 1842, 1861 and 1870), “require nothing unreasonable of patent-

® Id at 161.
0 Id at 160-61.
71 [d

2 Wine Ry. Appliance Co. v. Enter. Ry. Equip. Co., 297 U.S. 387, 395-98 (1936).

3 Id at 394. This has been echoed in Maxwell v. J. Baker, Inc., 86 F.3d 1098, 1111 (Fed. Cir.
1996), among other cases.

Wine Ry., 297 U.S. at 394. At the time, the notice to the infringer sentence was not codified
in the statute.

Id. at 398. The primary purpose of 35 U.S.C. § 287(a) is to provide information to the public
concerning “the status of the intellectual property embodied in an article of manufacture or
design” made or sold by a patentee. Bonito Boats, Inc. v. Thunder Craft Boats, Inc., 489
U.S. 141, 162 (1989).

" Wine Ry., 297 U.S. at 395-97.

74

75
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ees” and therefore non-producing patentees, or patentees who do not produce or
sell patented goods, have no duty to give actual notice to an infringer.”

2. Only “Tangible and Fabricated Articles” Need Be
Marked

Second, and more importantly, the Wine Railway Court explicitly tried
to avoid the situation where “process patents . . . under which nothing has been
manufactured may be secretly infringed with impunity.”” Therefore, the Wine
Railway Court declared that the Patent Marking Statute applied only to “[t]he
idea of a tangible article proclaiming its own character,” and not to “process
patents [or] patents under which nothing has been [physically] manufactured.””
As a result, the duty to provide notice to the public “by a visible mark” can
“only be given in connection with some fabricated article.” Thus, the Wine
Railway Court implies that the marking duty need only be fulfilled for “tangible
and fabricated articles,” not intangible items, such as process patents.

C. The Aftermath of Wine Railway: The Patent Act of 1952

The final incarnation of the Patent Marking Statute was the Patent Act
of 1952, which codified the actual notice to the infringer requirement discussed
in Wine Railway by stating that the “[f]iling of an action for infringement shall
constitute such notice.” The 1952 Act also provided that the patentee could
substitute the abbreviation “pat.” for “patent.”*

Thus, the development of patent legislation over these different time pe-
riods provides some idea of how the duty to mark has evolved from no require-
ment at all to a requirement that has become more strict and explicit over time.
It is safe to say that the development of § 287(a) directly mirrors the technology
prevalent in a certain era. In an industrial age where physical articles such as
the “Door Mechanism for Railway Cars” were staples of the industry, the law
outlined by Wine Railway, imposing a duty to mark only “tangible and fabri-
cated” articles, seemed legally appropriate. As technology began to encompass

T Id at 398.

8 Id at 395.

7 Id. (emphasis added).

80 1d

81 35U.S.C. § 287(a) (2006); Wine Ry., 297 U.S. at 393-94.
82 §287(a).
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more abstract inventions, however, the Federal Circuit began to grapple with the
problem of what exactly had to be marked under § 287(a).

1. THE FEDERAL CIRCUIT JURISPRUDENCE ON 35 U.S.C. § 287(A)
MARKING

Although the Supreme Court tangentially addressed 35 U.S.C. § 287(a)
after Wine Railway, the Federal Circuit remains the predominant authority on
patent marking.*® The Federal Circuit has outlined: 1) the initial burdens a pat-
ent holder bears in complying with the Patent Marking Statute (such as a pat-
entee’s burden to police licensees of its patent and how many patented articles
must be marked); 2) what types of claims a patent contains (either method or
apparatus), and what claims actually read on the patented invention at issue, in
order to properly decide what is required to be marked under § 287(a); 3) vari-
ous policy rationales behind the Patent Marking Statute, such as avoiding inno-
cent infringement, encouraging patentees to give notice to the public that an
article is patented and aiding the public to identify whether an article is patented
and how to comply with those policies; and 4) “alternative marking” methods
such as marking the product packaging or affixing a label to the product, if the
product itself cannot actually be marked.*

A. The Patentee’s Burdens in Complying with § 287(a)
The patent holder bears the onus of proving that it has complied with

§ 287(a) in order to obtain full infringement damages.® In other words, the pat-
entee shoulders the burden of pleading and proving adequate marking.*® Also,

¥ The Supreme Court briefly discussed marking in 4ro Manufacturing Co. v. Convertible Top

Replacement Co., 377 U.S. 476, 490 (1964), and affirmed the policies underlying the Patent
Marking Statute in Bonito Boats, Inc. v. Thunder Craft Boats, Inc., 489 U.S. 141, 162 (1989).
See also Cover v. Hydramatic Packing Co., 36 U.S.P.Q.2d (BNA) 1199, 1200 (E.D. Pa.
1995) (“Actual notice of infringement requires an affirmative communication of a specific al-
legation of infringement by a specific accused device.” However, this goes more to the “ac-
tual notice” requirement and not the “constructive notice” requirement of patent marking.),
rev’'d on other grounds, 83 F.3d 1390 (Fed. Cir. 1996).

8 See Am. Med. Sys., Inc. v. Med. Eng’g Corp., 6 F.3d 1523, 1538 (Fed. Cir. 1993) (framing
the claim issue with this inquiry).

85 Maxwell v. J. Baker, Inc., 86 F.3d 1098, 1111 (Fed. Cir. 1996).

8 Sentry Prot. Prods., Inc. v. Eagle Mfg. Co., 400 F.3d 910, 918 (Fed. Cir. 2005). The patentee
also bears the burden of proving compliance with the patent statute “by a preponderance of
[the] evidence.” Nike, Inc. v. Wal-Mart Stores, Inc., 138 F.3d 1437, 1446 (Fed. Cir. 1998).
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the approach in determining adequate marking under § 287(a) must focus on the
action of the patentee, not the infringer’s knowledge.*” In particular, it does not
matter if the infringer merely knew about the patent, and it does not matter if
notice was given by a third party; the requirement is still that notice must actu-
ally be given by the patent holder.*®

1. The Burden of Policing One’s Licensees

The patentee also has the burden of making sure that any licensees of its
patent mark their products.* Because 35 U.S.C. § 287 applies not only to pat-
entees, but also to persons who make, sell, offer to sell or import “for or under”
the patentee, the Federal Circuit has interpreted the “for or under” language to
mean that marking is also required by those who are authorized by the patentee
to practice the patent, regardless of whether this authority was granted via an
express license, an implied license or a covenant not to sue.” If a patent holder
licenses her patent to another manufacturer, for instance, that manufacturer must
mark its products as well. If a licensee fails to mark its products, the patent
holder is unable to collect damages from anybody, even if he marks his own
products.”’ Thus, the duty and burden is on the patentee to police his licensees.”

Compliance with the Patent Marking Statute is also a question of fact. Gart v. Logitech, Inc.,
254 F.3d 1334, 1339 (Fed. Cir. 2001).

8 Lans v. Digital Equip. Corp., 252 F.3d 1320, 1327-38 (Fed. Cir. 2001); see also Devices for
Med., Inc. v. Boehl, 822 F.3d 1062, 1066 (Fed. Cir. 1987) (‘“Absent notice, [an infringer’s]
‘knowledge of the patents’ is irrelevant.”).

8 Nike, 138 F.3d at 1444, 1446.

% Carraway, supra note 15, at 15; see also 35 U.S.C. § 287(a) (2006) (the duty to mark is

placed on not only patentees, but “persons making . . . or selling . . . any patented article for

or under them.”).

Maxwell, 86 F.3d at 1111 (stating “licensees, such as Target, and other authorized parties,

such as Target’s manufacturers, must also comply” with § 287(a)); see also Amsted Indus.

Inc. v. Buckeye Steel Castings Co., 24 F.3d 178, 185 (Fed. Cir. 1994) (declaring that “there

is no reason why section 287 should only apply to express licensees and not to implied licen-

sees.”). The statutory language of “[p]atentees, and persons making or selling any patented
article for or under them” includes express and implied licensees, such as the patentee’s cus-

tomers or licensees. /d. at 184.

°l " SRI Int’l, Inc. v. Advanced Tech. Labs., Inc., 127 F.3d 1462, 1469 (Fed. Cir. 1997); Amsted,
24 F.3d at 185.

2 Lampi Corp. v. Am. Power Prods., Inc., No. 93 C 1225, 2004 U.S. Dist. LEXIS 14049, at
*10—*13 (N.D. IIL. July 22, 2004) (granting summary judgment on § 287(a) when patentee
failed to police its licensees and failed to provide evidence that licensees marked); accord
Tulip Computers Int’l B.V. v. Dell Computer Corp., 262 F. Supp. 2d 358, 362 (D. Del. 2003)
(“A patent owner bears responsibility to ensure that ‘licensees . . . and other authorized par-

90
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This burden has been alleviated somewhat by subsequent rulings stating that
patentees need only exercise “reasonable efforts” to ensure that their licensees
or other unrelated third parties practicing the patent are complying with the
marking requirements of § 287(a).”

2. The Patentee Must Mark All Patented Articles

Under the Patent Marking Statute, the patentee must also mark a// of its
“patented articles” in order to recover maximal damages for infringement.
However, a de minimis threshold exception to this requirement has been carved
out by the case law: a patentee need only make sure that its marking is “substan-
tially consistent and continuous” in order to comply with the Patent Marking
Statute.” To clarify the term “substantially consistent and continuous,” some
courts have viewed the de minimis threshold as the small amount left unmarked
after a “majority” percentage of goods have been marked.”® The Federal Circuit
in Nike, Inc. v. Wal-Mart Stores, Inc.”® and American Medical, however, has
also clarified the “substantially consistent” standard by stating that full compli-
ance with the Patent Marking Statute was not achieved until the patentee “con-

ties . . . comply’ with Section 287(a).”); Loral Fairchild Corp. v. Victor Co. of Japan, 906 F.
Supp. 813, 816—17 (E.D.N.Y. 1995) (granting summary judgment for same reasons).

% E.g, Clancy Sys. Int’l v. Symbol Techs., Inc., 953 F. Supp. 1170, 1173 (D. Colo. 1997)
(stating that third party’s failure to mark was “not chargeable” to the patentee). For instance,
the Federal Circuit has been more flexible with the marking duty when licensees further con-
tract to third parties, as long as the patent holder made the requisite “reasonable efforts” to
assure marking compliance. Maxwell, 86 F.3d at 1112.

% E.g., Maxwell v. K Mart Corp., 880 F. Supp. 1323, 1336 (D. Minn. 1995) (stating that “[a]n

implied de minimis exception” exists for patent marking); Hazeltine Corp. v. Radio Corp. of

Am., 20 F. Supp. 668, 671-72 (S.D.N.Y. 1937) (stating “that there must be marking of every

patented article sold — subject, of course, to the implied exception of de minimis, as, for ex-

ample, failure by mistake to mark a few articles in hundreds of thousands made and sold
might not, I venture, be ground for refusing [a damages judgment]”); accord Am. Med. Sys.,

Inc. v. Med. Eng’g Corp., 6 F.3d 1523, 1537 (Fed. Cir. 1993) (marking “must be substan-

tially consistent and continuous in order” to comply with the statute); Nike, Inc. v. Wal-Mart

Stores, Inc., 138 F.3d 1437, 1444, 1446 (Fed. Cir. 1998) (using the same standard).

The percentages range from 85-95%. Imagexpo, LLC v. Microsoft Corp., 299 F. Supp. 2d

550, 554 (E.D. Va. 2003) (finding a triable issue of fact as to whether sufficient products

were marked when the patentee submitted that it had marked approximately 85% of its prod-

ucts); see also Maxwell v. J. Baker, Inc., 86 F.3d 1098, 1112 (Fed. Cir. 1996) (holding that
sufficient evidence supported the jury’s finding of compliance where 95% of the product was
marked even where millions of unmarked products were sold).

% 138 F.3d 1437 (Fed. Cir. 1998).

95
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sistently marked substantially all” of the patented products, and was no longer
distributing unmarked products.”’

However, noncompliance with this quantity-marking requirement oc-
curs when a patentee omits a mark from a substantial number of its patented
products.” Obviously, noncompliance would occur if marking omissions ex-
ceed the small number set by the de minimis threshold.

B. Classifying The Patent: Do Method or Apparatus Claims
Cover The Invention?

In order to determine what must actually be marked, The Federal Circuit
has looked to the types of claims a patent contains. Claims form the metes and
bounds of the patented invention, and they can be either method claims directed
to a process, or apparatus claims directed to a physical apparatus. Most patents
include both types of claims. In a situation where a patent has both method and
apparatus claims, the American Medical court held that “to the extent that there
is a tangible item to mark,” a party is obligated to mark its product in order to
avail itself of § 287(a).” If a patent contains only method claims, there is no
marking duty under § 287(a) because there is actually nothing to mark. This is a
partial extension of the Wine Railway precedent.'” Finally, if a patent has both
method and apparatus claims, but the patentee chooses to assert only the method
claims from the patent in the lawsuit, then there is no marking duty under
§ 287(a). This is a “purely method” exception that is carved out of the usual
American Medical “tangible item” rule, and is embodied in the case of Hanson
v. Alpine Valley Ski Area, Inc.'” Each of these three situations is addressed be-
low in detail.

7 The Federal Circuit has also literally clarified the standard by stating that once marking has

begun for a patented article, it must be “substantially consistent and continuous.” Id. at 1446;
Am. Med., 6 F.3d at 1537.

%8 E.g., Calmar, Inc. v. Emson Research, Inc., 850 F. Supp. 861, 868 (C.D. Cal. 1994) (stating
that “adequately marking a patented product only on occasion, and not as a matter of routine,
is insufficient to support a finding of compliance with section 287(a)”).

2 Am. Med., 6 F.3d at 1538-39 (Fed. Cir. 1993).

100 Crystal Semiconductor Corp. v. Tritech Microelectronics Int’l, Inc., 246 F.3d 1336, 1353
(Fed. Cir. 2001); Am. Med., 6 F.3d at 1538.

101 718 F.2d 1075, 1083 (Fed. Cir. 1983).
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1. American Medical: A “Tangible” Item Must Be
Marked

A patent containing both method claims and apparatus claims triggers
the § 287(a) marking duty if there is a “tangible item” that can be marked.'”
American Medical specifically held that:

Where the patent contains both method and apparatus claims . . . to the extent
that there is a tangible item to mark by which notice of the asserted method
claims can be given, a party is obliged to do so if it intends to avail itself of
the constructive notice provisions of section 287(a).'”

American Medical involved a patent that included apparatus claims di-
rected to a fluid-filled prosthetic device, as well as method claims directed to
making and sterilizing the fluid-filled prosthetic device.' The trial court in
American Medical relied on Devices for Medicine, Inc. v. Boehl,'"” in conclud-
ing, “where there are both product and method claims being claimed infringed,
the patentee must mark the product.”'® Even though the invention at issue as-
serted both method and apparatus claims, however, the District Court left un-
clear whether the marked product, which could embody intangible method
claims in addition to tangible apparatus claims, had to be “tangible.” The Fed-
eral Circuit was not convinced by the patentee’s attempt to distinguish Boehl,
and it outlined the “tangible item” rule by stating that where a patent contains
both apparatus and method claims, a patentee must mark a “tangible item” to the

12 Am. Med., 6 F.3d at 1538-39; Carraway, supra note 15, at 16.
1 Am. Med., 6 F.3d at 1538-39.

14 The specific asserted patent was Method & Apparatus for Packaging a Fluid Containing

Prosthesis, U.S. Patent No. 4,597,765 (filed Dec. 27, 1984) (“A method and apparatus for
packaging a fluid containing prosthesis adapted to be implanted in a sterile condition in-
volves filling a closable, permeable fluid containing housing within the prosthetic device
with a fluid.”). The fluid-filled prosthetic device was commonly used for “penile prosthe-
ses.” Am. Med., 6 F.3d at 1527. American Medical’s prosthesis was known as “Hydroflex”
and Medical Engineering Corporation’s prosthesis was called the “Flexi-Flate.” Id.

105 822 F.2d 1062 (Fed. Cir. 1987).

1% Am. Med. Sys., Inc. v. Med. Eng’g Corp., 794 F. Supp 1370, 1391 (E.D. Wis. 1992). Also,
in American Medical, both method and apparatus claims were being asserted. /d. Boehl held
that because the method claims were directed to use of the claimed product—a medical de-
vice—by selling the product unmarked, the patentee could not recover full damages under
§ 287(a). Boehl, 822 F.2d at 1066. The Federal Circuit found the holding of Boehl persua-
sive, and found patentee American Medical’s distinction or distinguishing of Boeh/ “mean-
ingless.” Am. Med. Sys., Inc. v. Med. Eng’g Corp., 6 F.3d 1523, 1538 (Fed. Cir. 1993).
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extent that there is a tangible item to mark, by which notice of the asserted
method claims can be given.'”

There are a number of Federal District court cases that have followed
the “tangible item” rule of American Medical in requiring the patentee to mark a
“tangible item” when the patent at issue contains both apparatus and method
claims. In Halliburton Services v. Smith International Inc.,'® the court held that
marking was required for a “tangible” drill bit because it was covered by a pat-
ent having method claims directed to designing the drill bit, and apparatus
claims directed to the specific drill bit designed by that method.'” Further, in
Broadcom Corp. v. Agere Systems, Inc.,'"° the court clarified that the “tangible
item” test for marking under § 287(a) applies only when an article that embodies
a patented invention is placed in commerce; whether or not an article embodies
a patented invention is a factual inquiry because a “tangible” article embodies
the patented invention only if it would literally infringe a claim in the patent.'"

Finally, in Loral Fairchild Corp. v. Victor Co. of Japan,'* marking was
required for a charge coupling device because the asserted patent included both
product claims as well as method claims describing particular methods of oper-
ating the charge coupling device.'” As is explored below, some courts have
used the “tangible item” rule to impose a marking requirement for software em-
bodied in an online form. Software, in general, has been treated as “tangible.”'"

7 Am. Med., 6 F.3d at 1538-39.

18317 F. Supp. 2d 719 (E.D. Tex. 2004).

199 1d. at 725-26.

10" No. 04-2416, 2004 U.S. Dist. LEXIS 18163 (E.D. Pa. Sep. 8, 2004).

"' This factual inquiry is a two-step process. Id. at *11-*12. The court must first construe the
claims of the patent in order to determine what the patent covers. Id. Then, the court must
examine the “tangible” article sold by the patentee to determine if it falls within the claim’s
description. Id. If the answer to the second question is “yes,” then the patentee’s tangible
product or article is a “patented article” within the meaning of § 287(a) and must be marked.
Id. The court stated that “whether an article is covered by a particular patent is a question
that must be proven; it cannot be assumed by this Court.” Id.; accord AT&T Corp. v. Micro-
soft Corp., 290 F. Supp. 2d 409, 412 (S.D.N.Y. 2003) (analyzing the Patent Marking Statute
when patentee failed to mark products containing components embodying a patent claiming a
voice processing method).

112906 F. Supp. 813 (E.D.N.Y. 1995).
'3 14 at 816-17.

14" The Federal Circuit has stated that computer software should be treated like any other tangi-

ble invention; however, it has not been clarified in “what way,” and has never answered the
question of how software can be marked as a tangible item. Minton v. Nat’l Ass’n of Sec.
Dealers, 336 F.3d 1373, 1378 (Fed. Cir. 2003); Lindholm, supra note 30, at 96-98.
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2. No Duty to Mark Exists for a Purely Method Patent

When a patent contains only method claims, there is no duty to mark
under § 287(a).'” The reason the Patent Marking Statute does not apply to
purely method-based inventions is that, ordinarily, where the patent claims are
directed only to a method or process, there is nothing to mark."® This concept is
an extension of the Wine Railway precedent, which tried to avoid the situation
where “process patents and patents under which nothing has been manufactured
may be secretly infringed with impunity.”""” Wine Railway supported the notion
that inventions embodying processes need not be marked because there is no
manufactured or “fabricated article” embodying that process.""® The Federal
Circuit has clearly declared that § 287(a) is inapplicable and no duty to mark
exists when a patent contains only method claims and is directed to a purely
method-based invention. In Bandag, Inc. v. Gerrard Tire Co.,'” for instance,
the patented invention at issue was a “Tire Recapping Process.”'* The Bandag
court concluded that the language of § 287(a) clearly applied only to a “patented
article,” and that it was “settled in the case law that the notice requirement of
this statute does not apply where the patent is directed to a process or
method.”*" In Crystal Semiconductor Corp. v. TriTech Microelectronics Corp.
International, Inc.,"” the asserted patent was directed to a “method for using
clock technology to control electrical noise” in order to reduce or eliminate the
effect of electrical noise in integrated circuit analog-to-digital converter chips.'”
Because the clock technology patent had only method claims, the Federal Cir-

15 Bandag, Inc. v. Gerrard Tire Co., 704 F.2d 1578, 1581 (Fed. Cir. 1983) (citing Wine Ry.
Appliance Co. v. Enter. Ry. Equip. Co., 297 U.S. 387, 397 (1936)).

16 Am. Med. Sys., Inc. v. Med. Eng’g Corp., 6 F.3d 1523, 1538 (Fed. Cir. 1993); Crystal Semi-
conductor Corp. v. Tritech Microelectronics Int’l, Inc., 246 F.3d 1336, 1353 (Fed. Cir. 2001).

17 See discussion supra pt. IL.B.2.; Wine Ry., 297 U.S. at 395.

"8 Wine Ry., 297 U.S. at 395.

19704 F.2d 1578 (Fed. Cir. 1983).

120 Bandag, 704 F.2d at 1579 (noting that Goodyear “used the Bandag method in its operation”
and retreaded “a number of tires ... in an average day”). Specifically, the relevant patent
was Tire Recapping Process, U.S. Patent No. 3,236,709 (filed Oct. 4, 1962).

2L Bandag, 704 F.2d at 1581 (emphasis added).

122246 F.3d 1336 (Fed. Cir. 2001).

12 Method for Reducing Effects of Electrical Noise in an Analog-to-Digital Converter, U.S.

Patent No. 4,746,899 (filed Oct. 7, 1986). This patent disclosed a method where a first clock
signal samples the analog input voltage while a separate, delayed clock signal activates op-
eration of the digital circuit. Because activation of the digital circuit is thus offset in time
from the analog sampling, the activation signal does not interfere with the analog sampling,
or vice versa. Crystal Semiconductor, 246 F.3d at 1343.
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cuit concluded that “the notice provisions of § 287(a) [did] not apply.”** The
Crystal Semiconductor court declared: “The law is clear that the notice provi-
sions of section 287 do not apply where the patent is directed to a process or a
method.”"” Thus, the rule for purely method patents is clear and remains con-
trolling precedent.® The application of this rule to software methods may have
interesting results, as the question arises: are not software patents, by nature,
purely method based?'” If that is the case, does software need to be marked at
all under the rule outlined by Bandag and Crystal Semiconductor? What is
there to mark for an algorithm? This rule can thus prove useful to those who
oppose marking software altogether.

3. Both Types of Claims, But Only Method Claims
Asserted

There remains a third area of Federal Circuit law that combines the two
previously discussed areas of law. Essentially, it can be described as a “purely
method” exception carved out of the broader American Medical “tangible item”
rule.

Recall that the American Medical “tangible item” rule applies to any
and all patents that contain both apparatus and method claims. That is, if a pat-
entee has a patent with both apparatus and method claims, that patentee must
mark its product under § 287(a) to the extent that there is a tangible item to
mark. The Federal Circuit case Hanson v. Alpine Valley Ski Area, Inc.,'”™ how-
ever, established that even if a patentee has a patent containing both apparatus
and method claims, if the patentee chooses to assert only the method claims by
stating that the alleged infringer infringed on/y the method claims, then there is
no duty to mark under § 287(a)."*’

124 Crystal Semiconductor, 246 F.3d at 1353.
125 Id (citing Am. Med. Sys., Inc. v. Med. Eng’g Corp., 6 F.3d 1523, 1538 (Fed. Cir. 1993)).

126 See State Contracting & Eng’g Corp. v. Condotte Am., Inc., 346 F.3d 1057, 1074 (Fed. Cir.
2003) (affirming the propriety of a jury instruction that stated marking was not required for a

patent that contains only method claims).

127 Assuming that the software patent contains no apparatus claims.

128 718 F.2d 1075 (Fed. Cir. 1983).

129 Id. at 1083. Interestingly enough, the Hanson case precedes the American Medical case, and

is still good law because it precedes the formation of the “tangible item” rule. Also, because
a later Federal Circuit panel decision (e.g., American Medical ) cannot overrule or contradict
an earlier Federal Circuit panel decision (e.g., Hanson ), Hanson still remains strong and
relevant law that carves a “purely method” exception into American Medical’s “tangible
item” rule. Newell Cos. v. Kenney Mfg. Co., 864 F.2d 757, 765 (Fed. Cir. 1988) (citing that
a later Federal Circuit decision cannot overrule or contradict an earlier one).
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In Hanson, the asserted patent was directed to a “method and apparatus
for making snow used in winter sports.”"* The patent contained claims to an
efficient artificial snowmaking device—an advanced machine with a propeller
that would turn water droplets into ice nuclei with air turbulence—and also to a
method for using the device to make artificial snow."”' Even though the patent
had both apparatus and method claims, however, the Federal Circuit held that
§ 287(a) did not apply because the patentee asserted only the method claims,
and the only claims found to be infringed in the case were claims 1, 2 and 6 of
the Hanson patent drawn to “the method of forming [and] distributing snow
upon a surface.”’® Thus, because only the method claims were infringed, the
patent was treated as a pure method patent, and the court cited Bandag in declar-
ing that § 287(a) does not apply to a patent directed to a process or method.'”

Thus, Hanson effectively carved out a pure method “exception”—the
rule followed by cases such as Bandag and Crystal Semiconductor establishing
no duty to mark under § 287(a)—out of the “tangible item” holding of American
Medlical as applied to patents having both apparatus and method claims. Such a
standard could prove interesting in a software context where a manufacturer
decides to assert only the method claims of a software patent in an infringement
suit.”™ If a court can be convinced that Hanson applies to just the method
claims of a software patent, then the question of whether there is a § 287(a) duty
to mark software arises. If there is such a duty, what must actually be
marked?'*

30 Hanson, 718 F.2d at 1076.

Prior to Hanson’s invention, snow was made by mixing water and compressed
air, and ejecting the combination under high pressure from a nozzle. The wa-
ter froze and, by combining with water in the air, produced snow crystals.
This method required a considerable amount of energy to compress the air,
and the nozzles frequently froze. Hanson’s patent disclosed a new method of
making snow. As the magistrate explained, rather than relying on compressed
air, “the Hanson process discharges water into a hub mounted in the center of
a spinning propeller. The water is then fragment into droplets by the propeller
blades generating spontaneous ice nuclei.”
Id. at 1076. The efficiency of Hanson’s snowmaking system was “at least five to seven times
as energy efficient as the prior art compressed method.” Id.
BUId. at 1076-77.
P2 Id. at 1083.

133 Id

134 Assuming the software patent also contains apparatus claims directed to a machine or a com-

puter as well.

As can be viewed later, the cases of Soverain Software LLC v. Amazon.com, 383 F. Supp. 2d
904 (E.D. Tex. 2005) and IMX, Inc. v. LendingTree, LLC, 79 U.S.P.Q.2d (BNA) 1373 (D.

135
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C. The Nike Policy Trifecta: Complying With the Purposes
Behind § 287(a)

The Federal Circuit case Nike, Inc. v. Wal-Mart Stores, Inc.,"* outlined
three policy purposes behind the § 287(a) Patent Marking Statute: “(1) helping
to avoid innocent infringement, (2) encouraging patentees to give notice to the
public that an article is patented, and (3) aiding the public to identify whether an
article is patented,”"” or helping the public ascertain “the status of the intellec-
tual property embodied in an article of manufacture or design.”*® Thus, in order
to ascertain compliance with these policies, a patentee must make sure they are
complying with the various marking requirements of § 287(a)."** First and
foremost, a patentee must make sure general members of the public can find,
read and sufficiently understand the patent marking (“patent” or “pat.” along
with the patent number) on the product. In Allen Engineering Corp. v. Bartell
Industries, Inc.," the Federal Circuit emphasized the importance of making sure
“interested members of the public” are able to discern and understand the patent
mark.""  The court held that a sticker affixed to the product complied with

Del. 2005) skirt this issue and avoid these questions by relying on the American Medical
“tangible item” test—by doing so, they do not need to address the questions raised by either
the Hanson exception or the situation where a patent is directed to a purely method-based in-
vention.

136138 F.3d 1437 (Fed. Cir. 1998).

BT Id. at 1443.

138 Bonito Boats, Inc. v. Thunder Craft Boats, Inc., 489 U.S. 141, 162 (1989). Another one of
the purposes behind § 287(a), which likely can be encompassed into the third purpose, was to
solve “the problem of having unmarked products in the marketplace.” Am. Med. Sys., Inc. v.
Med. Eng’g Corp., 6 F.3d 1523, 1537 (Fed. Cir. 1993). A purpose that bolsters purposes (1)—
(2), is “to give patentees the proper incentive to mark their products and thus place the world
on notice of the existence of the patent.” Laitram Corp. v. Hewlett-Packard Co., 806 F.
Supp. 1294, 1296 (E.D. La. 1992).

“[A] patentee seeking to give notice to the public that an item is patented is required by Con-
gress to mark it according to a specific list of acceptable methods as detailed in 35 U.S.C.
§ 287.” Delta & Pine Land Co. v. Sinkers Corp., 177 F.3d 1343, 1355-56 (Fed. Cir. 1999).
These include marking the article with the word “patent” or the abbreviation “pat.” along
with the patent number. 35 U.S.C. § 287(a) (2006). In addition, courts have approved the
practice of using the word “one or more” followed by a list of patents, although the only de-
cisions on the issue were prior to the enactment of the current patent laws. See, e.g., Chi.
Pneumatic Tool Co. v. Hughes Tool Co., 192 F.2d 620 (10th Cir. 1951); United States v.
Gen. Elec. Co., 82 F. Supp. 753, 817 (D.N.J. 1949) ([T]he “one or more” form of notice was
“a practice often restored to when multiple patents expiring at different times covered several
objects and cannot be said to have deceived the public.”).

140299 F.3d 1336 (Fed. Cir. 2002).
4 1d. at 1356.
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§ 287(a) even though it contained a typographical error.'”* The Federal Circuit
in Allen Engineering stated that a typographical error does not prevent “inter-
ested members of the public from discerning the number of a patent alleged to
protect an article,” and therefore the patentee still complied with § 287(a).'*
Also, the Allen Engineering court emphasized that “[t]hose sufficiently inter-
ested in the patents covering the [product] would have no difficulty discern-
ing—and indeed would be hard pressed not to discern—the actual patent num-
ber from the sticker.”'** This means that in order to gauge the patentee’s com-
pliance with § 287(a), the objective standard is the “interested member of the
public” or “those sufficiently interested in the patent.”"* Thus, the adequacy of
the mark is measured through this objective lens in order to determine whether
or not the patentee is complying with the Nike policy trifecta and honestly
broadcasting patent ownership of his invention.'*

D. Alternative Marking of the Patented Article

The Patent Marking Statute also provides “alternative marking provi-
sions” by stating that “when, from the character of the article, [marking the arti-
cle with “patent” or “pat.” along with the patent number] can not be done,”
complying with the Patent Marking Statute and giving notice to the public can
be accomplished “by fixing to [the patented article], or to the package wherein
one or more of [the patented article] is contained, a label containing a like no-
tice.”"*” Recall the discussion in the 1892 U.S. Supreme Court case Sessions v.
Romadka,"™ where the Court allowed a manufacturer of trunk fasteners to put
the patent marking on the package because the fasteners were too small to

"2 Id The typo was a misplaced semicolon. “Specifically, instead of reading ‘4,046,484;

5,108,220, the sticker read ‘4,046,4845; 108,220.”” Id. (noting the first “5” of the second
patent was grouped at the end of the first patent).

143 Id
144 Id

145 Id

146 Although not directly related to the discussion in this paper, the “False Marking Statute” of

35 U.S.C. § 292(a) (2006) covers the use of the marks “patent applied for” and “patent pend-
ing,” and provides for a civil fine of $500 per offense if an article is “falsely marked.” Spe-
cifically, “when an . . . article is marked with the word ‘patent’ or any word or number that
imports that the article is [in fact] patented,” when the article is not in fact covered by at least
one claim of the patent, “and such [false] marking is for the purpose of deceiving the public,”
a fine of $500 per offense is triggered. Clontech Labs., Inc. v. Invitrogen Corp., 406 F.3d
1347, 1352 (Fed. Cir. 2005).

M7 35U.8.C. § 287(a) (2006).
48 1450U.8.29 (1892).
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mark." The Court allowed the patentee to comply with the “alternative mark-
ing provisions” of the Patent Marking Statute by marking the package, because
“in a doubtful case, something must be left to the judgment of the patentee.”'>
The Sessions holding, in allowing compliance vis-a-vis the “alternative” mark-
ing provisions of § 287(a), has been interpreted by several cases, but they have
all required a showing of impossibility in marking the actual article.

1. The Stryker Case

For instance, in Stryker Corp. v. Intermedics Orthopedics, Inc.,”' the
court found that the patentee did not comply with § 287(a) because it failed to
mark either the device (a surgical implant) or the product packaging, and also
failed to insert something such as a label with the patent marking within the
packaging of the product.”* Patentee Stryker Corp. argued that it was not feasi-
ble to mark the actual surgical implant, so it instead placed the patent notice in
product literature “which was then freely distributed to surgeons, nurses, hospi-
tal personnel, and anyone that asked for them, separately from the ... devices
themselves.”' The court held that the specific method of providing notice was
“insufficient” under § 287(a), “as a matter of law,” because if the court ap-
proved of the patentee’s method of marking by distributing literature with the
patent mark, then:

... a patent owner could place an advertisement of the patented product in a
newspaper or a trade journal which refers to the patent mark, and thereby meet
the marking requirements of the statute without [ever] having to mark the
prodlllsc4t’s packaging. This is a result the statute [§ 287(a)] does not envi-
sion.

99 Id. at 49-50; see discussion supra pt. LA.

150 Sessions, 145 U.S. at 50-52.

151891 F. Supp. 751 (E.D.N.Y. 1995), aff’d, 96 F.3d 1409 (Fed. Cir. 1996).
2 Id. at 832; Lane, supra note 37, at 16.

153 1d. at 829-30.

154 Id. at 830. Further remarking that the evidence of record did not show that the product pack-
aging was marked, “[n]or was there any evidence offered at the trial by the plaintiff that . . .
other literature containing the patent marking was placed in the packaging of the [product]
that was distributed to vendors and end-users.” Id. at 829-30.
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2. The Calmar Case

Similarly, in Calmar, Inc. v. Emson Research, Inc.,'”” the court found
that the patentee did not comply under § 287(a), even though the patentee could
have used the alternative marking provisions and marked material accompany-
ing each individual patented article.'”® Patentee Calmar, Inc. did not mark its
patented pump sprayers, nor did it mark the shipping cartons in which the
pumps were shipped, nor the labels on the cartons.”” Calmar argued that it sat-
isfied § 287(a) by marking “fact sheets” that were “routinely left with actual and
prospective customers upon delivery of ... product samples and ... on occa-
sion,” included with shipments of sample pumps to such customers.'*® The court
found this “insufficient” to comply with § 287(a) because the Patent Marking
Statute requires “either marking the patented article itself or, at least, including
something with the packages in which the patented articles are shipped which
would indicate the article’s patent number.”"” The Calmar court stated that
“[bloth the clear language of § 287(a) and relevant case law indicate that merely
marking some literature [i.e., ‘fact sheets’] associated with a patented article is
insufficient to satisfy the marking requirements of the statute.”'*

3. Other Alternative Marking Cases

There are a series of other cases that discuss the “alternative marking”
provision of § 287(a), but they usually involve situations where a patentee has
failed to comply with the Patent Marking Statute by not marking the product
when he could have, or by practicing an insufficient marking method that does
not qualify as either marking the product packaging or attaching a label to the
packaging with the patent mark.'®" There have been a number of cases, how-

155850 F. Supp. 861 (C.D. Cal. 1994).
36 1d. at 867-68.

57 Id. at 867.

1% Id. at 868.

159 ]d.

160 [d.

161 See Metrologic Instruments, Inc. v. PSC, Inc., No. 99-4876 (JBS), 2004 U.S. Dist. LEXIS
24949, at *59-69 (D.N.J. Dec. 13, 2004) (citing that marking the package of a patented bar
code scanner with a label stating “See User’s Guide for Patent Coverage” was insufficient as
a matter of law); Creative Pioneer Prods. Corp. v. K Mart Corp., 5 U.S.P.Q.2d (BNA) 1841,
1848 (S.D. Tex. 1987) (“[T]he character of the product was such that a marking on the prod-
uct would have been a relatively simple matter. Therefore, marking the packaging . . . is in-
sufficient to commence the period for the recovery of damages.”).
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ever, which have held that a patentee’s marking method was in compliance with
the “alternative marking” provisions of § 287(a); this indicates that it is not al-
ways a difficult standard to meet, since the only requirement is that a patentee
must either mark the product packaging or affix a label to the product.'®

The discussion of “alternative marking” methods is significant because
it can be analogously applied to websites that accompany a patented software
product. A computer program per se may not be patented, although it may be
copyrighted; instead, software programs must “be claimed as a process, ... an
article of manufacture, . . . or . .. a machine.”'® Especially considering the wide
variety of ways in which software can be claimed (e.g., as a computer-readable
medium, a data signal, a graphical user interface (GUI) or an application pro-
gramming interface (API)), does one just mark the material most closely associ-
ated with each of these data objects?'* Further, software patents often contain
an embodiment that includes software running on a computer; if such is the
case, then what must be marked?'® If we analogize to the product packaging
and affixed label of the “alternative marking” provision of § 287(a), does that
mean that one should mark the computer-readable medium (i.e., a CD-ROM) or
the computer code in which the software patent is embodied in order to comply
with the Patent Marking Statute?'® Additionally, since many software methods
are embodied solely in online form on a website, should one forget about re-

162 See Bergstrom v. Sears, Roebuck & Co., 496 F. Supp. 476, 495 (D. Minn. 1980) (holding

patentee in compliance with § 287(a) when patentee regularly marked fireplace grate with

hang tangs inscribed with the patent number); Saf-gard Prods., Inc. v. Serv. Parts, Inc., 491 F.

Supp. 996, 1010 (D. Ariz. 1980) (patentee complied with § 287(a) by affixing the patent

mark to packages containing its patented automotive radiator caps, and “‘[gave] notice to the

public,”” even though radiator caps may be small and difficult to mark); Nicholson v. Bailey,

182 F. Supp. 509, 511-12 (S.D. Fla. 1960) (patentee complied with § 287(a) when he sold

trees covered by a plant patent, and accompanied those sold trees with an affixed metal tag).

Julie E. Cohen & Mark A. Lemley, Patent Scope and Innovation in the Sofiware Industry, 89

CAL. L. REv. 1, 20 (2001); Dennis S. Karjala, The Relative Roles of Patent and Copyright in

the Protection of Computer Programs, 17 J. MARSHALL J. COMPUTER & INFO. L. 41, 67-68

(1998).

' Daniel W. McDonald et al, Software Patent Litigation, at 3—4 (April 2006),

http://www.abanet.org/litigation/committees/intellectual/roundtables/0406 _outline.pdf.

Kennedy, supra note 22, at 10.

166 The court in Soverain Software LLC v. Amazon.com, Inc., 383 F. Supp. 2d 904, 908 (E.D.
Tex. 2005) assumed that the “media” (CD-ROM) upon which the software was delivered and
the code comprising the software satisfied § 287(a). A software vendor may also choose to
mark the startup “splash” screen of its products, which Adobe does with its Acrobat Reader
and other products.

163

165
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cordable media, such as a CD-ROM, and try to figure out how or where to mark
a website?'"’

Since software is often packaged and sold on the shelves of stores, it
may be easy and somewhat obvious under the previously discussed “alternative
marking” cases to simply mark the product packaging of a software box prod-
uct.'® Vendors have included other relevant legal notices with their software
packaging, so why can they not just mark their packages with patent numbers?'®
The issue becomes thornier for software that can only be downloaded or soft-
ware that is embodied purely in website form. Marking, in those cases, could
then appear in a drop box along with other legal notices or information, or on a
splash screen during startup of the software."® But for a website, there seems to
be an infinite number of pages or locations where a patent marking could be
placed. Therefore, it may be difficult to define a website embodying a piece of
software as an accompanying package or label under the prior case law, because

Steven Lindholm has suggested that “[t]he literal reading of § 287(a) states that an ‘article’
must be marked unless for physical reasons it is impossible to do so.” Lindholm, supra note
30, at 117. Since a CD-ROM is the article of a software program, “a literal reading of the
law ... would therefore seem to say that the disk itself must be marked with each patent
used. Once software is installed, [however,] the software must continue to be marked, as
[the] hard drive” embodies the patented software. Id. However, “[i]t is practically impossi-
ble . .. to ensure the marking of a hard drive” because that would require the impractical re-
sult of the user disassembling his computer and putting a sticker on his hard drive. /d. at 118.

James Soong mentions that enterprise software, software granted by license by companies,
“does not sit on store shelves with packaging available for potential inspection by all.”
James W. Soong, Patent Damage Strategies and the Enterprise License: Constructive Notice,
Actual Notice, No Notice, 2005 DUKE L. & TECH. REv. 2, § 12 (Feb. 1, 2005), available at
http://www.law.duke.edu/journals/dltr/articles/2005d1tr0002.html. ~ This is contrasted to
“off-the-shelf consumer software for purchase by virtually anyone.” Id. atq 5.

199 See, e.g., Hill v. Gateway 2000, Inc., 105 F.3d 1147, 1150 (7th Cir. 1997) (involving the
packaging contents surrounding a box with software); ProCD, Inc. v. Zeidenberg, 86 F.3d
1447, 1448 (7th Cir. 1996) (noting that packaging stated a license was enclosed in the soft-
ware CD-ROM, although the user viewed a click-through license).

168

170" Soong, supra note 168, at 9 8. Interestingly enough, when policies were announced govern-

ing the LZW algorithm inherent in the GIF graphic standard, some comments included:

Labeling and user notification requirements in the agreement are ridiculous. I
understand their desire to “spread the word” about their patent, but they’re
telling me that I have to provide far more info on their ownership of the patent
that they require in the docs/packaging of modem manufacturers and other us-
ers of LZW. Fair is far. A blurb in the online help and docs should be suffi-
cient; a “non-defeatable” splash screen at startup is going too far.

Michael C. Battilana, The GIF Controversy: A Software Developer’s Perspective (June 20,
2004), http://www.cloanto.com/users/mcb/19950127giflzw.html.
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it would be a dynamic and constantly changing package.'” As is observed in

the next section, the cases Soverain and IMX begin to grapple with these com-
plex software marking issues, and attempt to pin down exactly what must be
marked on a website, to the extent that a website can even be marked at all.

Iv. MARKING PATENTED ONLINE SOFTWARE METHODS: THE SOVERAIN
AND IMX DECISIONS

The specific issue of marking software has yet to be addressed by the
Federal Circuit.'” Therefore, when the issue of marking patented online soft-
ware methods arose in the district courts, a rule had to be crafted out of pre-
existing Federal Circuit law pertaining to marking patented articles. Because of
this, the legal holdings created by the Soverain and /MX decisions have some
gaps that may be addressed by pre-existing Federal Circuit law. The holdings of
the two cases is discussed below, followed by detailed legal critiques using rele-
vant Federal Circuit cases as well as general marking policy perspectives. An
empirical survey of websites marking their patents is then taken, with an attempt
at quantifying the website marking test set out by Soverain and IMX.

A. Soverain Software LLC v. Amazon.com, Inc.

Soverain Software LLC (“Soverain”) is a Chicago, Illinois based soft-
ware manufacturer that “provides e-commerce software and services for enter-
prises, focusing on the publishing, news syndicate and digital content indus-
tries.”'” Because of Soverain’s focus on e-commerce software for use by mul-

I See IMX, Inc. v. LendingTree, LLC, 79 U.S.P.Q.2d (BNA) 1373 (D. Del. 2005). A website
through which the patented product is “accessed” as the “legal equivalent” of product pack-
aging is a compelling comparison, but must overcome the difficulties that product packaging
is often static, unchanging and a concrete object that can be labeled with a patent number
whereas a website, on the other hand, is a dynamic and constantly evolving medium with
many different pages. Furthermore, once product packaging is marked, a consumer can read-
ily view the mark. Hopefully, a website can be marked in the same way so that viewing the
mark is as unavoidable as viewing the mark on a package.

However, in Minton v. National Assiociation of Securities Dealers, 336 F.3d 1373, 1378
(Fed. Cir. 2003), the court implied that computer software should be treated like any other
tangible invention; however this was in a purely 102(b) “on-sale” context. See also Lind-
holm, supra note 30, at 116.

Soverain — About Us, http://www.soverain.com/asp/about/ (last visited Oct. 8, 2007) (noting
that “Soverain’s flagship product Transact is a time-tested, robust e-commerce system which
supports multiple storefront/merchant configurations.”) The mission of Soverain is to “de-
velop and support the e-commerce technology that was pioneered by Open Market,” a sup-
plier of enterprise content management and delivery application software to enable organiza-

172

173
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tiple merchants, it acquired three patents from Open Market, Inc., all of them
pertaining to “a network-based sales system that includes a buyer computer, a
merchant computer, a payment computer, and a virtual shopping cart” that al-
lows for “item selection and payment to be processed over a network.”"” In
January 2004, Soverain filed an infringement action against Amazon.com and
Gap, Inc., alleging infringement of those three patents in the United States Dis-
trict Court for the Eastern District of Texas—a court noted among patent litiga-
tors as a patent “rocket docket.”'” In early 2005, the case against Gap, Inc. was
dismissed after a settlement, but the allegations of infringement by Amazon.com
remained."”” Amazon.com then moved for partial summary judgment claiming
that, under § 287(a), Soverain was not entitled to pursue infringement damages
because it failed to present constructive notice—through marking—of Ama-
zon.com’s alleged infringement until the infringement suit was filed, and be-
cause Soverain and its licensees failed to comply with the Patent Marking Stat-
ute.'”’

The Eastern District of Texas granted Amazon.com’s motion for partial
summary judgment.'”® All three patents contained method, apparatus and sys-
tem claims, which can be construed as apparatus claims.'” Specifically, the
method claims were directed to a “method of operating a ‘shopping cart com-
puter’ to store a virtual shopping cart for customers operating a buyer computer

tions to use the internet to optimize interactions with their site visitors. /d. Open Market es-
sentially supplied their patented technology to Soverain. Open Market, Inc. Information,
http://www.business.com/directory/computers_and software/software applications/open_ma
rket, inc/profile/ (last visited Oct. 8, 2007).

The three specific patents were: 1) Internet Server Access Control & Monitoring Sys., U.S.
Patent No. 5,708,780 (filed June 7, 1995); 2) Network Sales Sys., U.S. Patent No. 5,909,492
(filed June 18, 1997), which was a continuation of the third patent; and 3) Network Sales
Sys., U.S. Patent No. 5,715,314 (filed Oct. 24, 1994). Soverain Software, LLC v. Ama-
zon.com, Inc., 383 F. Supp. 2d 904, 906 (E.D. Tex. 2005).

See, e.g., The Patent Prospector, The Eastern District of Texas (Sept. 24, 2000),
http://www.patenthawk.com/blog/2006/09/the eastern_district of texas.html (last visited
Oct. 8, 2007) (citing Julie Creswell, So Small a Town, So Many Patent Suits, N.Y. TIMES,
Sept. 24, 2006, available at http://www.nytimes.com/2006/09/24/business/24ward.html).

Carraway, supra note 15, at 17.

174

175

176

77 Soverain, 383 F. Supp. 2d at 906-07. I'd like to emphasize here that limiting a patentee to

pre-suit damages is a severe economic detriment to the patentee because the patentee’s dam-
age award is significantly, if not completely, reduced.
8 Id at9l1.

17" Carl Oppedahl, Patent Marking of Systems, 11 SANTA CLARA COMPUTER & HIGH TECH. L.J.
205, 226-27 (1995) (In “a patent [that] has claims directed variously to an entire system and
to subparts of the system, the marking obligation should extend to each article sold by the
patent owner that responds to any apparatus claim of the patent.”).
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connected [to] the Internet,” and the system claims were directed to the same
“shopping cart” technology, but in the context of a “network-based sales sys-
tem” comprising multiple tangible computers.”® Therefore, Soverain asserted
both method and apparatus claims against Amazon.com, alleging that Ama-
zon.com infringed these claims by operating websites that included the ubiqui-
tous “shopping cart” feature, which is widely prevalent on e-commerce websites
today.'"!

There are two main parts to the Soverain holding that are worth analyz-
ing: (1) whether Soverain’s licensees complied with the Patent Marking Statute,
when the asserted patents contained both method and apparatus claims; and (2)
whether a website is a “tangible item” that must be marked under the rule im-
posed by American Medical.'®

1. Soverain’s Licensees & Patents with Both Method
and Apparatus Claims

Amazon.com argued that Soverain did not ensure that its licensees
complied with the Patent Marking Statute.'® Soverain’s licensees operated
websites and did not put a mark on their websites pointing to Soverain’s pat-
ents.'"™ In response to Amazon.com’s contention, however, Soverain stated that
its licensees were only practicing the method claims from its asserted patents,
and, therefore, under the Bandag holding, the marking requirement was inappli-
cable because there is nothing to mark for a patent directed purely to a process
or method."™ The Soverain court, however, rejected that argument and stated

180 Carraway, supra note 15, at 17. Thus, it is reasonable to assume the “system” in the system

claim comprised multiple “apparati:” the computers in this case. Among the tangible com-
puters in the system was “a ‘shopping cart computer’ (such as a web server) for storing prod-
ucts in a virtual shopping cart connected to buyer computers [(the computers used by cus-
tomers)] for sending messages to the shopping cart computer corresponding to a buyer’s se-
lection of products for inclusion in the shopping cart.” /d.

Soverain, 383 F. Supp. 2d at 909. An interesting analysis of the shopping cart feature can be
found at Wikipedia, Shopping Cart Software,
http://en.wikipedia.org/wiki/Shopping_cart _software (last visited Oct. 8, 2007).

182 Soverain, 383 F. Supp. 2d at 909.
183

181

Although the court remarks that Soverain had thirty-two licensees, Soverain contended that it
only had two—"“Raptor” and “Intershop.” /d. at 908—09.

134 1d. at 909.

185 Jd. Recall the “no duty to mark” rule for purely method patents discussed supra Section

1I1.B.2. The Bandag case involved a patentee who asserted a patent directed to a method to
recap or retread tires, and hence there was no duty to mark under § 287(a). Bandag, Inc. v.
Gerrard Tire Co., 704 F.2d 1578, 1579-80 (Fed. Cir. 1983).
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that because the asserted patents in this case included both method and appara-
tus claims, the “tangible item” rule of American Medical had to be applied.'*

Assuming that Soverain did have a duty to mark under American Medi-
cal, imposing the requirement on Soverain to police its licensees and ensure that
its licensees complied with the Patent Marking Statute is consistent with Federal
Circuit law."” Even under the “reasonable efforts” deference courts sometimes
give to patentees in policing its licensees, Soverain still should have made sure
its licensees properly marked its patented products, especially considering the
fact that Soverain argued that there were really only two licensees of its pat-
ents."® Thus, this aspect of the Soverain case is not in contention. What could
be debated, however, is the Soverain court’s decision to apply the American
Medical “tangible item” rule to websites, which still leaves many questions un-
answered.'”

2. The Soverain Holding: A Website is a “Tangible
Item”

First, the Soverain court pointed out that all the asserted patents at issue
contained both method and apparatus claims.” Then, the court invoked the
American Medical “tangible item” rule, citing that “[w]hen dealing with a patent
that includes method and apparatus claims, a tangible item that can be marked is
required to be marked in order to comply with the Patent Marking Statute,” to
“the extent that there is a tangible item to mark by which notice of the asserted
method claims can be given.”””" The Soverain court then concluded that a
“website can be marked” because it is a tangible item under American Medi-
cal.'?

The Soverain court based that decision, however, on evidence that a
website could be marked; Amazon.com specifically submitted screen shots of
websites that included patent notice and also showed that the company that

186 Soverain, 383 F. Supp. 2d at 908.

87 Id.; see also supra notes 89-93.

188 Soverain, 383 F. Supp. 2d at 908; see Maxwell v. J. Baker, Inc., 86 F.3d 1098, 1112 (Fed.
Cir. 1996) (describing the “reasonable efforts” deference courts give to patentees in policing
their licensees); Carraway, supra note 15, at 19.

18 Soverain, 383 F. Supp. 2d at 908.

190 «“The *780 patent claims 1, 4, 5; 314 patent claim 39; and *492 patent claims 5, 16, 18 are
method claims, and the *780 patent claims 32, 40; *314 patent claim 34; *492 patent claims 1,
15, 17 are apparatus claims.” Id. at 909 (emphasis added).

1 Jd; Am. Med. Sys., Inc. v. Med. Eng’g Corp., 6 F.3d 1523, 1538 (Fed. Cir. 1993).
192 Soverain, 383 F. Supp. 2d at 909.
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owned Soverain’s patents before transferring them to Soverain required one of
its licensees to include a patent mark in the website’s “legal notices” section.'”

Patent holder Soverain attempted to argue that a website was an intan-
gible object that could not be marked, which the court read as an improper at-
tempt at defining “an item’s status as tangible or intangible,” as distinct from the
question as to “whether [an item could] be marked.”"** The Soverain court then
reached the conclusion that the term “tangible item” as used in American Medi-
cal must be defined as “those items that can be marked,” and “intangible items”
as “those that cannot be marked.”'” Thus, the Soverain court was able to di-
rectly apply the American Medical “tangible item” rule because the asserted
patents contained both method and apparatus claims and because the court de-
termined that websites were actually tangible items that could be marked.'*

Yet, such a simple and succinct conclusion seems too good to be true.
The holding of the Soverain court leaves open many unaddressed questions.'”’
First, the court ignores the potential application of Hanson v. Alpine Valley Ski
Area, Inc.'”® Recall that in Hanson, even though the asserted patent contained
both method and apparatus claims, the patentee was not required to mark under
§ 287(a) because he asserted only the method claims in the suit, and, therefore,
the patent was treated as a purely method-based invention for which § 287(a)
was inapplicable."” Although the patents at issue in Soverain contained both
method and apparatus claims, the Soverain court made the assumption that pat-
ent holder Soverain wished to assert both types of claims in the suit.** Soverain
asserted that Amazon.com infringed all three of its patents overall, but never
pointed to specific claims.*®" Considering the fact that the patents were primar-
ily method-based, involving a software method of operating an electronic
“shopping cart” over a network of buyer and shopping cart computers, Soverain
could have made it clear that it was asserting just the method claims of its pat-

193 Id

194 Jd. The Soverain court went on to note that such a “position contradicts the purposes of the

marking requirement.” Id.; see discussion supra pt. III.C (discussing the Nike policy
trifecta).

195 ]d.

196 Id

7 Id. at 904.

198 718 F.2d 1075 (Fed. Cir. 1983).

199 Id. at 1082; see discussion supra pt. I11.B.3.
200 Soverain, 383 F. Supp. 2d at 909.

20 1d. at 906.
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ents.”” In that case, if Soverain cited the Hanson case, it might have won and
the partial summary judgment motion might not have been granted for Ama-
zon.com.”® Because the Soverain court relied only on the Bandag case, how-
ever—which was the clear hard-and-fast rule declaring that there is no duty to
mark where a patent is directed solely to a method—it narrowed its holding to
just that legal conclusion.”® Thus, future patentees of online methods will easily
be able to circumvent the Soverain holding by asserting just the method claims
of their software patents—a simple strategy considering the fact that most soft-
ware patents are composed mainly of method claims in the first place.”” Also,
this attempt to skirt the Soverain holding is strengthened and even justified by
the Hanson holding, a Federal Circuit case that has precedence in the Eastern
District of Texas. Thus, a software patentee needs only to cite the Hanson case
in a brief or motion in order to eviscerate its duty to mark under § 287(a).*
Another legal gap left open by the Soverain holding is how or where,
exactly, a website is to be marked. Of course, the Soverain court held that a
website is a “tangible item” that can be marked under American Medical and,
therefore, it must be marked under § 287(a).””” Yet nowhere in the opinion does
the court mention how to properly or adequately mark a website. The only evi-
dence the Soverain court relied on in fashioning its rule was the set of screen
shots, submitted by Amazon.com, of websites that included patent notices, often
in a website’s “legal notices” section.””® This is of no help, however, because
screen shots do not reveal to a patentee exactly what constitutes proper patent

22 g

2% Id. at911.

0% 1d. at 909.

205 LEE A. HOLLAAR, LEGAL PROTECTION OF DIGITAL INFORMATION chp. 5, § VI (2002), avail-
able at http://digital-law-online.info/lpdil.0/index.html (“Software-based inventions can be
claimed in a straightforward manner using method claims, where the elements of the claims
are the steps of the method performed by the new software technique.”).

2% Hanson v. Alpine Valley Ski Area, Inc., 718 F.2d 1075 (Fed. Cir. 1983). Another, albeit less
persuasive way to get around the Soverain holding is to argue against the Federal Circuit case
behind it, American Medical. Because the Federal Circuit so far has really only applied the
American Medical “tangible item” rule to actual, “physical” tangible items (medical devices),
one could make the argument that because the Federal Circuit itself has never extended the
“tangible item” rule to software, a district court should not extend the “tangible item” rule to
software. See Soverain, 383 F. Supp. at 909; Am. Med. Sys., Inc. v. Med. Eng’g Corp., 6
F.3d 1523, 1538-39 (Fed. Cir. 1993). Since the Soverain and IMX, Inc. v. LendingTree,
LLC, 79 U.S.P.Q.2d (BNA) 1373 (D. Del. 2005) decisions have issued, however, this be-
comes a much harder argument to make.

207 Soverain, 383 F. Supp. 2d at 909.

208 1
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marking. Obviously, a website can be edited—since it is composed of text-
based html code—to list a patent number. This is such a simple conclusion that
one wonders why the Soverain court went through all the trouble to hold that a
website “can be marked.” Of course, a website can be marked; neither party
ever doubted this, since all marking requires is editing a website to list the word
“patent” or “pat.” along with the patent number.*” The pressing issue then be-
comes how a website can be marked. The Soverain court did not reach that is-
sue because Soverain simply did not mark its website.*’® Thus, the court’s deci-
sion turned more on whether or not there is a duty to mark a website. The more
complex and compelling question is really the adequacy of the mark, and there-
fore courts have a duty to address this issue when applying the American Medi-
cal “tangible item” rule.*"

Consequently, a software patentee is again presented with a manner in
which it can avoid the Soverain holding: by placing its patent mark in an ob-
scure and hard-to-reach page of its website. By so doing, the patentee satisfies
the “website must be marked” rule.””> At the same time, however, the question
arises as to whether the patentee is satisfying § 287(a), or the polices, purposes
and goals underlying the statute. If a patent mark is hidden behind layers of
links, it is certainly arguable that innocent infringement can still occur, that the
Allen Engineering case’s interested public would not be put on notice of the
patent*” and that the public would not be apprised that a patent even existed for
the technology embodied on a website. A consumer surfing Amazon.com or
Barnesandnoble.com, for instance, often does not realize that the “shopping
cart” technology she is using is covered by a myriad of different patents. Thus,
the rule set out by Soverain is insufficient in furthering the policy goals behind
§ 287(a) and does not address what constitutes “adequate” marking. The
Soverain rule starts the inquiry and directs the courts to where they must go,
because it sets out the requirement that a website must be marked under Ameri-

29 See 35 U.S.C. § 287(a) (2006).

20 Soverain, 383 F. Supp. 2d at 909.

2N 1d. at 909. Soverain also leaves open the applicability of a wide range of “Alternative Mark-

ing” cases in addressing the “adequacy of the mark,” but this is a major issue implied by
IMX. See IMX, 79 U.S.P.Q.2d (BNA) at 1373.

See Soverain, 383 F. Supp. 2d at 904 (holding “patentee was required to mark websites in
order to comply with the marking statute”).

23 See Allen Eng’g Corp. v. Bartell Indus., Inc., 299 F.3d 1336, 1356 (Fed. Cir. 2002) ( “A
manifestly obvious typographical error that does not prevent interested members of the pub-
lic from discerning the number of a patent alleged to protect an article does not result in a
failure to mark.”).

212
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can Medical—but it does only that. The /MX case takes the next step in flesh-
ing out the Soverain rule.

B. IMX, Inc. v. LendingTree, LLC

Because the /MX case took place after Soverain was decided, it had the
benefit of looking at what had been previously accomplished in the existing
jurisprudence related to software-marking. It is worth mentioning at this point
that another hole the Soverain case left open was the applicability of “alternative
marking” cases—cases which stated that, where marking a product is impracti-
cal, the product packaging or a label affixed to the product can be marked.”"
The IMX court suggested the application of “alternative marking” law by com-
paring a website embodying patented software to product packaging that can be
marked.”® Further, the /MX court added substance to the initial rule established
in Soverain by addressing how a website must be marked in order to be consid-
ered an adequate mark. To gauge the adequacy of the mark, the /MX court cre-
ated the “sufficiently clear nexus” requirement.*'¢

IMX, Inc. (“IMX”) is a Houston, Texas based software vendor that
manufactures “software solutions for the mortgage industry” and “offers a com-
prehensive suite of workflow tools that enable mortgage lenders and originators
to communicate and conduct business...online.””  LendingTree, LLC
(“LendingTree”) is also a player in the mortgage industry, and holds itself out as
an “online lending and realty services exchange” that “connect[s] consumers”
with a network of realtors who work directly for the company.*'® Consumers

214 See discussion supra pt. IILD. Recall that this line of cases extends from the 1892 Supreme

Court case of Sessions v. Romadka, 145 U.S. 29 (1892), and involves everything from fact

sheets in medical device boxes to putting tags on trees.

25 See Lane, supra note 37, at 16.

216 A sufficiently clear nexus must be established between the marking notice of the patent and

the portion of the website embodying the patented invention. /MX, 79 U.S.P.Q.2d (BNA) at
1376; Kennedy, supra note 22, at 10-11.

IMX, About Us, http://corp.imx.com/corp/about_us.asp (last visited Oct. 8, 2007). As will
be discussed later, the “About Us” page will be of significance because it is the only way in-
terested members of the public can learn about the patent, and in order to get to the patent in-
formation, a user must click through pages of links to reach the marking notice. The “About
Us” page clearly emphasizes that IMX uses “internet technology,” and “IMX’s innovative
and patented pricing technology delivers . . . advanced web-enabled distribution channels for
lenders.” Id.

LendingTree, About LendingTree, http://www.LendingTree.com/stm3/aboutlt/default.asp
(last visited Oct. 8, 2007). In contrast to the IMX “About Us” page, LendingTree makes its
intellectual property immediately clear, not only by listing the patents at the bottom of the

217

218
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can use the LendingTree website to find a loan or a home. Consumers can use
the IMX website to find a loan or a home, as well, but it also incorporates “por-
tals” for use by “Brokers™" and “Lenders.”” IMX obtained a patent, which
issued on November 30, 1999, directed to an “Interactive Mortgage and Loan
Information and Real-Time Trading System.”' On November 24, 2003, IMX
filed a patent infringement action against LendingTree in the United States Dis-
trict Court for the District of Delaware.”” 1In response, like the defendant in
Soverain, LendingTree filed a motion for partial summary judgment to limit
IMX’s remedies to only pre-suit damages under § 287(a), or to only the in-
fringement occurring after the suit was filed.””

Judge Susan L. Robinson granted LendingTree’s motion for partial
summary judgment against IMX.?* From 1997—the date IMX’s patent was

page, but also by listing relevant trademarks (“REALTORS”) and service marks (“When
Lenders Compete, You Win”). Id.

219 IMX, Broker Home, http://broker.imx.com/broker_home.asp (last visited Oct. 8, 2007).
220 IMX, Lender Home, http://lender.imx.com/lender_index.asp (last visited Oct. 8, 2007).

21 IMX, 79 U.S.P.Q.2d (BNA) at 1374. The patent at issue is Interactive Mortgage & Loan
Info. & Real-Time Trading Sys., U.S. Patent No. 5,995,947 (filed Sept. 12, 1997). The 947
patent, as stated in its “Summary of Invention,”

provides a method and system for trading loans in real time by making loan
applications, such as home mortgage loan applications, and placing them up
for bid by a plurality of potential lenders. A transaction server maintains a da-
tabase of pending loan applications and their statuses; each party to the loan
can search and modify that database consistent with their role in the transac-
tion, by requests to the server from a client device identified with their role.

Id. at col. 2 11. 12-20.
22 IMX, 79 U.S.P.Q.2d (BNA) at 1374.

23 Carraway, supra note 15, at 17-18. This strategy was also used with success by the defen-
dant in Soverain, Amazon.com. Id. Here I have to emphasize again why it is considered
such a detriment to the patentee if he is only limited to pre-suit damages, and not to the full
range of damages that occurs before an infringement action is filed against the alleged in-
fringer. Because the 947 patent issued in 1999, IMX normally would be able to collect
damages from LendingTree’s alleged infringement from seven years back. However, no no-
tice to LendingTree was provided until the infringement suit was filed in November of 2003.
In that case, if LendingTree succeeds in granting its motion for partial summary judgment,
damages for IMX are limited starting from 2003, which cuts down the infringement time by
three years, drastically reducing the damages award a patentee may acquire. Hence, a limit
to pre-suit damages severely harms a patentee’s ability to fully enjoy and appreciate the eco-
nomic value of his patent, because his damage award is so significantly reduced.

24 IMX, 79 U.S.P.Q.2d (BNA) at 1373. However, that did not end IMX’s efforts to pursue a
legal remedy. IMX subsequently filed a motion for reconsideration of the judge’s ruling, re-
flected in IMX, Inc. v. LendingTree, LLC, No. Civ. 03—1067-SLR, 2006 U.S. Dist. LEXIS
551 (D. Del. Jan. 10, 2006). There is a string of IMX, Inc. cases that has followed, but each
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granted—to 2000, IMX distributed copies of the IMX Exchange software to its
broker customers via CD-ROM.**

In March 2000, IMX began using a web-based version of the IMX Exchange
software, where the patented software was made available to customers via
the Internet rather than distributing copies of the software to customers via
CD-ROM. ... The home page of the IMX website (http://www.imx.com)
contains links to three main sections: http://broker.imx.com (the ‘Broker Sec-
tion”), http://lender.imx.com (the ‘Lender Section’), and
http://corporate.imx.com (the ‘Corporate Section’). In order for broker cus-
tomers to access and run the IMX Exchange software, they must access the
Broker Section of the IMX website and enter a user name and password from
the login screen in the Broker Section. Similarly, in order for lender custom-
ers to access and run the IMX Exchange software, they must access the
Lender Section of the IMX website and enter a user name and password from
a login screen of the Lender Section.?°

Although the CD-ROMs—distributed from 1999 to 2000—were not marked,
the website was marked.””’

In order to access the website’s marking, a user first clicks the Corpo-

rate Section and is taken to a “Welcome to IMX” page that describes the com-
pany and states that, “IMX’s patented pricing technology was developed using
Java and runs in an Oracle/Sun environment.””® On a sidebar, there is a series
of links, one of which is entitled “Product Information,” while on the top of the
page, there is another purple link to “About Us.”* Upon clicking “About Us,”

225

226

227
228
229

case involved patent issues unrelated to marking such as willful infringement. See, e.g.,
IMX, Inc. v. LendingTree, LLC, 469 F. Supp. 2d 203 (D. Del. 2007); IMX, Inc. v. Lending-
Tree LLC, 469 F. Supp. 2d 194 (D. Del. 2007); IMX, Inc. v. LendingTree, LLC, No. Civ.
03-1067-SLR, 2006 U.S. Dist. LEXIS 284 (D. Del. Jan. 6, 2006); IMX, Inc. v. LendingTree,
LLC, 405 F. Supp. 2d 479 (D. Del. 2005).
IMX, 79 U.S.P.Q.2d (BNA) at 1374.
1d.

Loan brokers use the IMX Exchange software to, among other things, input

loan applications on behalf of borrowers, transmit those loan applications to

the Exchange, and retrieve bids on those loan applications from lenders who

participate in the Exchange. Lenders use the IMX Exchange software to,

among other things, search for and place bids on loan applications of interest

that are stored in the Exchange.

1d.
Id.
IMX, Corporate Home, http://corp.imx.com/corporate_home.asp (last visited Oct. 8, 2007).

Id. Naturally, one may think to click on “Product Information” to find patent marking infor-
mation for IMX’s products. However, the patent marking information is not located there,
but is instead located in the “About Us” section. About Us, supra note 217. This somewhat
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the user is taken to another page with a link on a sidebar entitled “Patent.”
Upon clicking the “Patent” link, the user finally views a page stating: “IMX
Exchange was awarded a patent in late 1999 for our unique loan information
and real-time trading system” along with a “Patent Press Release” and a copy of
the patent in PDF format.”°

The “Patent Press Release” identifies the IMX patent by its patent num-
ber.?! One of the confusing aspects of the IMX webpage is that one would ex-
pect to find the patent marking information on the “Product Information” page.
Upon accessing the “Product Information” page, however, no patent information
is mentioned; only product data is listed under the headings of “Lender Solu-
tions” and “Broker Solutions.””* Under “Lender Solutions” there is an explana-
tion for “IMX Exchange for Lenders” and an explanation for “Private Label for
Lenders.”

There are three main parts of the /MX holding that bear scrutiny: 1) ap-
plication of the American Medical tangible item requirement to websites;>* 2)
websites as potential product packaging; and 3) the establishment of the “suffi-
ciently clear nexus” requirement for an adequate website mark.

1. Is a Website Really an American Medical “Tangible
Item”?

Similar to patent holder Soverain in Soverain Software, LLC v. Ama-
zon.com, Inc.,”” IMX attempted to argue that its patent was not a “patented arti-

confusing arrangement was factored in when the /MX court established the “sufficiently clear
nexus” requirement. /MX, 79 U.S.P.Q.2d (BNA) at 1376.

IMX Patents, http://corp.imx.com/corp/about_us/patents.asp (last visited Oct. 8, 2007). The
links to the press release and patent are titled “Patent Press Release” and “Click here to view
patent,” respectively. Id.

Press Release, IMX, IMX Exchange Receives Patent for Interactive Loan Trading (Jan. 25,
2000), available at http://corp.imx.com/corp/newsroom/press/00_01 25.asp.

IMX, Product Information, http://corp.imx.com/corp/product info.asp (last visited Oct. 8,
2007).

Id. Even though the 947 patent is not mentioned, under the “Private Label for Lenders,”
IMX states: “Using patented technology, IMX’s Private Label allows wholesale lenders to
connect and transact business with their approved brokers on the Internet.” /d. This notice
becomes important in the court’s “sufficiently clear nexus” analysis. /MX, 79 U.S.P.Q.2d
(BNA) at 1376. The notice is insufficient as it is not under “IMX Exchange for Lenders.”
Id.

2% Am. Med. Sys., Inc. v. Med. Eng’g Corp., 6 F.3d 1523, 1537 (Fed. Cir. 1993).

25 383 F. Supp. 2d 904 (E.D. Tex. 2005).

230

231
232

233
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cle.””¢ IMX did not try to use the Bandag, Inc. v. Gerard Tire Co.”’ decision,
however, to argue that its invention was directed to a pure method. Instead,
IMX claimed that the patented invention was a system that allowed “‘unique
interactivity’ to occur remotely over the internet,” and “[a]lthough [this] pat-
ented system [was] made up of ... discrete components” such as a “database
and the transaction server” via the Internet, no one actually “physically
view[ed]” any of these components at any time, and “[t]hus, marking either of
these components would not serve the public interest notice function of Section
287.7%% IMX also attempted to emphasize how the entire IMX Exchange tech-
nology was “intangible” and could not really be seen, and thus the website was
not a patented article, and IMX had no duty to mark.”” The /MX court rejected
this argument, applying the Wine Railway Appliance Co. v. Enterprise Railway
Equipment Co.** rule stating that “marking ‘can only be given in connection
with some fabricated article,”” and then outlining the language under the Ameri-
can Medical “tangible item” rule stating that where a patent has both apparatus
and method claims, “‘to the extent that there is a tangible item to mark,”” a
party is obligated to mark the patented article in order to avail itself of
§ 287(a).*"

Finally, the /MX court reasoned that because “the commercial embodi-
ment of the patented invention, the ‘IMX Exchange’ system, [was] currently
accessed and used through the IMX website,” the website was “intrinsic to the
patented system,” and therefore “constitute[d] a tangible item to mark by which
notice of the asserted method claims can be given” under American Medical **
The IMX court then made a brief reference to the Soverain case in concluding
that IMX had a duty to mark.**

This aspect of the /MX holding, however, is subject to interpretation and
attack, since it contains some legal inconsistencies. The /MX court explicitly

26 IMX, 79 U.S.P.Q.2d (BNA) at 1375.
27 Bandag, Inc. v. Gerard Tire Co., 704 F.2d 1578 (Fed. Cir. 1983).

28 IMX, 79 U.S.P.Q.2d (BNA) at 1375. Under the theory proposed by Carl Oppedahl—where a
system is directed to apparatus claims, and “a patent has claims directed variously to an en-
tire system and to subparts of [that] system, the marking obligation should extend to each ar-
ticle sold by the [patentee] that responds to any apparatus claim of the patent”—this position
made by IMX would clearly fail. Oppedahl, supra note 179, at 225-27.

29 IMX, 79 U.S.P.Q.2d (BNA) at 1375-76.
20 Wine Ry. Appliance Co. v. Enter. Ry. Equip. Co., 297 U.S. 387 (1936).

1 IMX, 79 U.S.P.Q.2d (BNA) at 137576 (quoting Am. Med. Sys., Inc. v. Med. Eng’g Corp., 6
F.3d 1523, 153839 (Fed. Cir. 1993)).

214 at 1376.
243 [d.
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stated that “the IMX website itself is not the patented invention.”*** This line of
reasoning, according to Eric Lane, “appears to be a misapplication” of the
American Medical “tangible item” decision.”” In American Medical, the “tan-
gible item” at issue was an article produced by the method claims of the asserted
patent.*** Specifically, the American Medical language states that “both appara-
tus and method claims™ of the fluid-filled prosthetic device “were asserted and
there was a physical device produced by the claimed method that was capable of
being marked.””*’ Because the American Medical court found that the “patented
article”—the fluid-filled prosthetic device—was actually produced by a method
in the asserted patent, it stated that the patentee had a duty to mark under
§ 287(a). Therefore, it can be reasoned that the American Medical holding only
requires a “tangible item” to be marked that actually embodies the claims of the
patent, such as a fluid-filled prosthetic device produced by the claimed method,
not just any tangible item tenuously linked to the claimed invention.”*® As such,
IMX seems to be a direct contravention of that rule because the /MX court ex-
pressly and specifically acknowledged that “the IMX website itself is not the
patented invention.”’ Therefore, because the American Medical “tangible
item” holding can be interpreted as applying only to patented inventions or
“tangible items” embodied by the claims of the patent, IMX’s website is not
such a tangible item within the meaning of American Medical, and so the IMX
court misapplied the American Medical holding in requiring IMX to mark its
website.

Thus, this is one compelling reason to nullify /MX. Although, from the
facts of the case, the court did specifically mention that the website was not the
patented invention, whether or not “a patentee’s website is the patented inven-
tion” and is “embodied by the patent’s claims” appears to be a case-by-case
determination.” The issue was never reached in Soverain because the court
focused on the activities of Soverain’s licensees and Soverain’s ability to ensure

2% Id. (emphasis added). The IMX court admitted that “IMX does not make or sell the computer
components through which its patented system is processed, and . . . the IMX website itself is

not the patented invention.” /d.

245 Lane, supra note 37, at 15.

26 Id; see also discussion supra pt. IILB.1. Recall that the American Medical case involved a

fluid-filled prosthetic device for “penile prostheses,” where the asserted patent at issue con-
tained apparatus claims for the actual fluid-filled prosthetic device and method claims di-
rected to making and sterilizing that device. Am. Med., 6 F.3d at 1539.

27 Am. Med., 6 F.3d at 1539 (emphasis added); Lane, supra note 37, at 15.
28 Lane, supra note 37, at 15-16.
2 IMX, 79 U.S.P.Q.2d (BNA) at 1376 (emphasis added).

250 Id

48 IDEA 69 (2007)



Patented Online Software Methods 111

that its licensees complied with the marking provisions of § 287(a).”®' Even
though the determination was made as to whether Soverain’s licensees’ websites
were embodied by the patent claims, however, the court was distracted by the
seductively simple logic of declaring that a “website can be marked,” after
viewing screen shots of patent marking by Amazon.com.**

The main point is that the extension of the American Medical precedent
to websites, forged in Soverain and furthered by /MX, remains unclear and
vague. If the rule can be attacked by the very case that it was based on, then the
rule must be made clearer and stronger. The primary point of contention in ex-
tending the American Medical “tangible item” rule to websites is that the rule
can be extended to websites on/y if the website both embodies the claims of the
patent and is a patented invention. Thus, the American Medical “tangible item”
rule requires this qualification; it cannot just be applied as judges see fit. It ap-
pears that the judges in Soverain and IMX ignored this qualification of the rule
and decided it was fitting to apply it to a website because, on the surface, any-
one can intuitively conclude that a website can and should be marked.

2. Websites as Product Packaging

Even if the /MX extension of the American Medical “tangible item” rule
to websites is invalidated, there is another way to interpret website marking that
is in accordance with case law pertaining to “alternative marking” methods.*”
Recall that § 287(a) spells out a provision where marking the patented article is
impractical; one may choose instead to mark the product packaging or affix a
label along with the packaging or the product.** These “alternative marking”
methods have been affirmed by the 1892 Supreme Court case Sessions v. Ro-
madka,” as well as a number of district court cases.®® The district court cases

Bl Soverain Software LLC v. Amazon.com, Inc., 383 F. Supp. 2d 904, 909-11 (E.D. Tex.
2005).

2 Id. at 909.

33 See discussion supra pt. I11.D.1-3; see also Lane, supra note 37, at 16.

“[Wlhen, from the character of the article, [marking the article with “patent” or “pat.” along

with the patent number] can not be done,” complying with the Marking Statute and giving

notice to the public can be accomplished “by fixing to [the patented article], or to the pack-

age wherein one or more of [the patented articles] is contained, a label containing a like no-

tice.” 35 U.S.C. § 287(a) (2006).

25 145U.8.29 (1892).

26 See also Bergstrom v. Sears, Roebuck & Co., 496 F. Supp. 476, 494 n.9 (D. Minn. 1980)
(holding patentee in compliance with § 287(a) when patentee regularly marked fireplace

grates with hang tags inscribed with the patent number); Saf-Gard Prods., Inc. v. Serv. Parts,
Inc., 491 F. Supp. 996, 1010 (D. Ariz. 1980) (patentee complied with § 287(a) by affixing the

254
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Calmar, Inc. v. Emson Research, Inc.”’ and Stryker Corp. v. Intermedics Ortho-

pedics, Inc.”® held that the patentees’ efforts in attempting to comply with alter-
native marking were insufficient. These cases merely clarify to the patentee,
however, that the standard is not a hard one to meet—the only thing that must
be done is that either the packaging must be marked or a label must be affixed
along with the package or product.””

In IMX, even though the court stated that the website was not the pat-
ented invention, it left open the possibility that, according to Eric Lane, “the
website through which the patented product is accessed” could very well be “the
legal equivalent of product packaging, which would require marking under the
statute.”*® This is supported by the fact that counsel for IMX raised the product
packaging issue during trial.**' Also, because the /MX court found that the web-
site was a “point of public access” to the patented software, and because a user
of the IMX Exchange software cannot access the web-based version of the pat-
ented product without first viewing the IMX website, a website essentially
serves as product packaging because it is a type of unavoidable accompaniment
to the patented product, like a label or insert included with a product’s packag-
ing or the product packaging itself.*> Thus, because a website may be viewed

patent mark to packages containing its patented automotive radiator caps, and gave notice to
the public, even though radiator caps were small and difficult to mark); Nicholson v. Bailey,
182 F. Supp. 509, 512—13 (S.D. Fla. 1960) (patentee complied with § 287(a) when he sold
trees covered by a plant patent, and accompanied those sold trees with an affixed metal tag).

27850 F. Supp. 861, 867—68 (C.D. Cal. 1994).
28 891 F. Supp. 751, 829 (E.D.N.Y. 1995).

2% Id.; Calmar, 850 F. Supp. at 867—68.

20 Lane, supra note 37, at 16. It is also interesting to note that counsel for IMX brought up the

product packaging issue, as the /MX court acknowledged the argument that the website was
just a “way in which parties to a loan transaction obtain a service that IMX provides using its
patented method” and the website was “not a patented article, nor [was] it a package contain-
ing a patented article.” IMX, Inc. v. LendingTree, LLC, 79 U.S.P.Q.2d (BNA) 1373, 1375
(D. Del. 2005). However, counsel for IMX argued that it was not a package containing an
article in order to avoid any duty to mark under § 287(a), because a duty to mark is indeed
imposed on the packaging of an article that actually can be marked when the marking of the
actual article is infeasible or “can not be done.” 35 U.S.C. §287(a) (2006); IMX, 79
U.S.P.Q.2d (BNA) at 1375.

1 IMX, 79 U.S.P.Q.2d (BNA) at 1375-76.

22 Id. at 1376. Eric Lane also posits the argument that the “linkage of the website with the
software could also render it the equivalent of a product insert that accompanies each pat-
ented product,” and the “/MX decision could stand on this [Alternative Marking] ground as
well.” Lane, supra note 37, at 16. However, the “product insert” that Lane suggests would
have to be included in every invention in order to comply with § 287(a), and cannot be like
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as product packaging accompanying the “patented product” of an online soft-
ware method, the marking provisions of § 287(a) would clearly extend to web-
sites, and therefore the general “duty to mark a website” holding of both /MX
and Soverain could be more clearly established as relevant and controlling law.
Hopefully, a Federal Circuit court in the near future will reach such a holding.

Thus, if the Federal Circuit were to hold that websites are equivalent to
product packaging, it would clear up much of the confusion surrounding the
applicability of the American Medical “tangible item” rule to websites. Com-
paring websites to product packaging is a more clear and consistent test, and the
determination of whether a website sufficiently qualifies as product packaging
varies less from case-to-case than asking whether a website embodies the claims
of the patent. Indeed, the determination that a website is equivalent to product
packaging is a simple and logical decision that can be established a majority of
the time. Therefore, if the jurisprudence pertaining to patent marking clearly
and resolutely wishes to extend the duty to mark to websites, the Federal Circuit
should affirm the “alternative marking” rule underlying Sessions instead of rely-
ing on the American Medical “tangible item” rule. Such an approach would be
the most consistent and logically sound way of affirmatively establishing a duty
to mark an online software method.

3. The Sufficiently Clear Nexus

The final aspect of the /MX holding is a minor one, but it attempts to
clarify where exactly a website should be marked. As can be readily seen from
the facts of the /MX case, the patent marking information was removed from the
home page by several layers of links.”® Not only was the marking information
remote, but also the succession of links that needed to be clicked to reach the
patent number was disorienting, obscure and difficult to follow.***

In the /MX case, patent holder IMX argued that it complied with the
marking requirements of § 287(a) by including access to its patent on its web-
site.” The IMX court, in addressing whether this was “adequate marking,”
posed the question of “whether such access provides sufficient notice to pass
muster under the statute” of § 287(a), and then announced the sufficiently clear

the “fact sheet” in Calmar, which was provided to some customers and occasionally shipped
in packages containing its pumps. Calmar, 850 F. Supp. at 868.

263 IMX, 79 U.S.P.Q.2d (BNA) at 1374-75.
264 ]d
25 Id. at 1376.
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nexus standard: “The court concludes that [IMX] has not provided a sufficiently
clear nexus between the *947 patent and the patented ‘system.’”*%

In other words, a “sufficiently clear nexus” must be established between
the patent and the portion of the website embodying the patent*” The IMX
court concluded that, on the two website pages where IMX patents were men-
tioned, the term “IMX Exchange” referred to the corporate entity, not the pat-
ented IMX Exchange System; that is, on those two pages, the patented technol-
ogy is described as a “unique loan information and real-time trading system.”***
Whenever “‘patented technology’ [was] mentioned in connection with IMX
products,” however, the website data referred to “‘patented pricing technology’
or ‘patented technology’ for the ‘Private Label for Lenders’ product, as opposed
to the [patented] ‘IMX Exchange for Lenders’ product.”*® Thus, because of this
confusing labeling arrangement, the /MX court concluded that “IMX . .. failed
to give the public adequate notice that its ‘IMX Exchange’ system [was] pro-
tected by the *947 patent.””

Although it appears that the “sufficiently clear nexus” requirement only
extends to situations where there could be confusion as to what patented product
is covered, future courts may decide to use it in deciding where exactly to mark
a website. In those situations, the portion of the website embodying the pat-
ented technology must be marked in order to properly establish the sufficiently
clear nexus between the patent and the website embodying the patent. In the
case of the /MX court, because the “IMX Exchange” system technology was
embodied in a specific part of the website that did not discuss the patent infor-
mation, the sufficiently clear nexus requirement was not met.””! What this may
mean for other patentees wishing to adequately mark their websites is that it
must first be determined what webpage embodies the claims of the patent. If
such a page exists, then that page must be marked. It is good policy in general,
however, to mark a page close to the home page or start page of a site in order to
properly provide notice to “interested members of the public,” ** and to make
sure that the public knows that the website is, indeed, covered by a patent.

266 Id
1d.; Kennedy, supra note 22, at 10—11.
28 IMX, 79 U.S.P.Q.2d (BNA) at 1376.
269
1.
270 Id
271 Id
272 Allen Engineering’s Corp. v. Bartell Industries, Inc., 299 F.3d 1336 (Fed. Cir. 2002).
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C. A Brief Empirical Survey of Existing Websites

Since Soverain and IMX appear to be the first judicial decisions on the
subject of marking, current websites embodying patented software methods
should be made aware of the duty to mark. J. Christopher Carraway examined
some websites that appear to be in compliance with the marking requirements,
and some websites that do not appear to comply.””> Carraway suggests three
main tips for owners of patents or patent applications involving websites. First,
“[m]ark your web site if you practice the patents,” and if you do mark it, then be
sure to put the patent mark on every page of your site, the home page, or a page
closely associated with the home page—such as an easily accessible legal
page.”™ If you make a legal page, make it as closely tied as possible to your
home page.”” Second, require your licensees to mark their websites, which was
a crucial requirement in Soverain.*”® For instance, one good way to do this
would be to actually put a marking “provision” in the license that is presented to
the licensee.””” Third, if a marking problem arises, “consider asserting only

23 Carraway, supra note 15, at 18. Carraway cites that A9.com, a subsidiary of Amazon.com,

located at http://www.a9.com complies with the Patent Marking Statute by putting a patent
notice on its “Conditions of Use” page of its web site. A9, Conditions of Use,
http://www.a9.com/-/company/tou.jsp (last visited Oct. 8, 2007). Carraway also mentions
that ~Amazon.com and the dating sites owned by Spark  Networks
(http://www.americansingles.com, http://www.collegeluv.com, and http://www.jdate.com) all
seem to be in compliance with § 287(a). Carraway, supra note 15, at 18. However, among
the websites he lists that do not appear to comply are Priceline.com, Google.com, Fanta-
sysports.com, and MercExchange.com. Id. However, since his survey, Priceline.com and
Mercexchange.com now appear to comply with the marking duty. See Priceline.com,
http://www.priceline.com/  (last  visited Oct. 8, 2007); MercExchange.com,
http://www.mercexchange.com (last visited Oct. 8, 2007).

Carraway, supra note 15, at 18—19.

Id. at 18. For marking the websites, Carraway also suggests to use the “one or more” method
approved by several courts, as well as to regularly save cached copies of marked websites for
future litigation purposes. /d. at 18-19.

7% Id. at 19.

21" Id. The patentee should follow up with the licensees and use “reasonable efforts” to assure
compliance. Id. “A licensor should [also] establish a system for documenting its efforts to
monitor compliance, [i.e.,] logging dates and results of checking licensees’ Web sites,”
should litigation later arise. /d.

274
275
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method claims in litigation,”"

Valley Ski Area, Inc.*”

Asserting only the method claims in litigation, if it arises, is an espe-
cially compelling strategy. Since the patentees in both Soverain and IMX as-
serted both types of claims in their suits, they left the avenue open for trying the
Hanson approach. Furthermore, because Hanson is controlling and relevant
Federal Circuit precedent, it may be given more authority than the tenuous “duty
to mark” website requirement as held by the district courts in Soverain and IMX.

as in the Federal Circuit case Hanson v. Alpine

V. TOWARDS A CLEARER AND STRONGER 35 U.S.C. § 287(A)
STANDARD

A duty to mark the virtual and intellectual property hybrid of patented
online software methods should exist. This duty would serve the underlying
policies of § 287(a) and encourage the development of more robust software
patents. The current duty to mark online methods is unclear and ambiguous. As
pointed out previously, the standard set out by Soverain and IMX is laden with
legal gaps and subject to attack by a variety of different Federal Circuit hold-
ings.®® Therefore a much clearer, stronger and more robust standard under
§ 287(a) is necessary. A clearer and more definite standard under § 287(a) as
applied to websites embodying patented software methods will be beneficial to
the public because of two main economic models: the Incentive Rationale,
which encourages the exercise of “rights of exclusion” for hybrid property and
furthers the policies underlying § 287(a), and the Disincentive Rationale, which
leads to more robust software patents.

A. The Incentive Rationale: Hybrid Rights of Exclusion & the
Nike Policy Trifecta

The Incentive Rationale harkens back to Thomas Jefferson’s notion that
an invention cannot ever truly be the “subject of property” because individuals

> Id. (emphasis added).

29718 F.2d 1075 (Fed. Cir. 1983). Because Hanson is still controlling Federal Circuit law,
patentees can take advantage of this holding by asserting just the method claims of their pat-
ent. In that situation, one can nullify the duty to mark under § 287(a).

Among the inconsistencies are: 1) by asserting just method claims, Hanson can be used to
casily overcome the duty to mark; 2) American Medical only holds that a tangible item that is
embodied by the patent need be marked, so if a website is not the patented invention, no duty
to mark applies; 3) the “Alternative Marking” product packaging cases serve as a much
clearer standard; and 4) where marking, under the sufficiently clear nexus standard, is vague.

280
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may possess ideas only as long as they keep those ideas to themselves.”' Intel-
lectual property has value, and it will have even more value if we do not dis-
close its valuable ingenuity and can prevent others from using it.*** Thus, by
exercising a basic “right to exclude” for any type of property—be it virtual
property, intellectual property or a hybrid of the two—we are able to intrinsi-
cally increase that property’s value.”® But then the question becomes: how do
we broadcast our inherent “right to exclude?” Recall the examples provided in
the Introduction for posting a “No Trespassing” sign on a piece of real property
to put others on notice of ownership. The immediately apparent answer to the
question of how to broadcast one’s right to exclude is patent marking. Patent
marking makes patents stronger economic instruments, allowing patentees to
enjoy the full market benefits of their inventions by inducing litigation in a
competitive technological market.”® Thus, patent marking allows one to exer-
cise basic “rights to exclude” that increase the value of a patent, which, in turn,
serves as a strong market incentive for patentees to obtain patents in the first
place.®® Thus, the Incentive Rationale presents this strong motivation for a pat-
entee to obtain a patent and to comply with whatever “marking” requirements
are necessary in order to fully appreciate the maximum economic value of that
patent. If patentees were presented with a clearer and stronger patent marking
standard under § 287(a) with this incentive as a motivating factor, the policy

rationale behind § 287(a)—summarized in the Nike policy trifecta®*—would be

81 See Jefferson, supra note 1, at 333-34.

22 See Dan L. Burk & Mark A. Lemley, Policy Levers in Patent Law, 89 VA. L. REV. 1575,
1600-07 (2003) (arguing the value of the “prospect theory,” where a patent prospect in-
creases the efficiency of an investment in innovation by excluding competition, and a “com-

petitive innovation” theory that spurs innovation in a marketplace).

2 See Westbrook, supra note 8, at 806-07 (arguing that a “recognition of a duty on the part of

[a] developer to protect” rights of virtual property intrinsically bolsters the value of virtual
property); see also Blazer, supra note 5, at 139-40 (buttressing the idea that virtual property
has significant economic value by virtue of analogy to traditional property rights such as
rights to exclude and values added by other users).

24 John R. Allison et al., Valuable Patents, 92 Geo. L.J. 435, 440-45 (2004) (arguing the
proposition that the most precious, useful, and financially valuable patents are the ones that
get litigated in court; thus, this is something that speaks to the economic value of being able
to exercise the exclusion right in the overall regulatory system of patent law).

85 Id at461.

26 “The marking statute serves three related purposes: (1) helping to avoid innocent infringe-

ment, (2) encouraging patentees to give notice to the public that the article is patented, and
(3) aiding the public to identify whether an article is patented.” Nike, Inc. v. Wal-Mart
Stores, Inc., 138 F.3d 1437, 1443 (Fed. Cir. 1998). Another way this third element of the
Nike policy trifecta may be stated is helping the public ascertain “the status of the intellectual
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significantly furthered.”” Of course, advancing these three compelling policy
goals greatly benefits the public good by reinforcing patent rights.

1. Helping to Avoid Innocent Infringement

A clearly marked patent helps avoid innocent infringement—a policy
goal established as early as 1936 by the Wine Railway precedent.”® Thus, an
adequately marked website can accomplish this by making sure that the patent
marking is easily and readily seen. As such, the current “sufficiently clear
nexus” standard of the /MX rule must be clarified to mention that a website
marking must be visible on (or close to) the home page of a website. Further-
more, the duty to mark must be more clearly established in the Federal Circuit
case law; extending the American Medical “tangible item” holding to websites
is tenuous and vague, and oversimplifies the issue by making too many assump-
tions. Instead, “alternative marking” cases, which are firmly rooted in the 1892
Supreme Court case of Sessions v. Romadka,”™ should be used to establish the
duty to mark websites, or should at least be used to bolster the American Medi-
cal “tangible item” rationale. Therefore, by ensuring that patentees clearly
know that there is a duty to mark, and making sure that they c/early mark in an
easy-to-find location on the website, innocent infringement will be averted.

2. Encouraging Patentees to Give Public Notice of a
Patent

Patentees of online software methods must also make sure the public is
put on notice that their websites actually are embodied by patented technol-

property embodied in an article of manufacture or design.” Bonito Boats, Inc. v. Thunder
Craft Boats, Inc., 489 U.S. 141, 162 (1989).

37 Bonito Boats, 489 U.S. at 162. Another one of the purposes behind § 287(a), which likely
can be encompassed into the third purpose, was to solve “the problem of having unmarked
products in the marketplace.” Am. Med. Sys., Inc. v. Med. Eng’g Corp., 6 F.3d 1523, 1537
(Fed. Cir. 1993). A purpose that bolsters the first and second purposes “is to give patentees
the proper incentive to mark their products and thus place the world on notice of the exis-
tence of the patent.” Laitram Corp. v. Hewlett-Packard Co., 806 F. Supp. 1294, 1296 (E.D.
La. 1992).

8 Wine Ry. Appliance Co. v. Enter. Ry. Equip. Co., 297 U.S. 387, 394 (1936); see also Mo-
torola, Inc. v. United States, 729 F.2d 765, 772 (Fed. Cir. 1984) (citing with approval the
Wine Railway policy goal of avoiding innocent infringement through clearly marked patents).

289145 U.S. 29 (1892).

48 IDEA 69 (2007)



Patented Online Software Methods 119

ogy.” Often, many consumers on sites such as Amazon.com do not realize that
they are using patented methods, because methods cannot actually be seen or
felt. Thus, the duty to mark websites should not rely on the distinction between
a pure method, as in Bandag, Inc. v. Gerrard Tire Co.”' and Crystal Semicon-
ductor Corp. v. Tritech Microelectronics International, Inc.,”* and a “tangible
item,” as in American Medical Systems, Inc. v. Medical Engineering Corp.**
Instead, websites should be viewed as product packaging that should always be
marked, regardless of whether they embody method or apparatus claims. This
approach will also make the duty to mark websites impervious to the Hanson v.
Alpine Valley Ski Area, Inc.** approach, which patentees can currently use to
skirt the duty to mark entirely.

3. Aiding the Public in Identifying the Status of a
Patent

Aiding the “interested public,” as discussed in Allen Engineering Corp.
v. Bartell Indus., Inc.,” to identify whether an article is patented, and helping
them determine the status of intellectual property in an article of manufacture or
design, creates a more efficient economy with more informed consumers.**
Again, users of online software methods often do not realize that the websites
they are using are actually patented. Thus, the sufficiently clear nexus require-
ment of IMX, Inc. v. LendingTree, LLC*” must be heightened in order to ensure
that all patentees mark their websites (as do sites such as Americansingles.com
or Priceline.com), by placing relevant patent information on every page, the
home page or a page closely associated with the home page. The duty to mark
should also not be based on the American Medical “tangible item” precedent
because, like /MX, the website is often a point of public access for the consum-
ers when they use the patented technology. Hence, the website is more fittingly
an unavoidable accompaniment to the patented software method, similarly to the
way product packaging or a label is an unavoidable accompaniment to a pat-

20 Amsted Indus. Inc. v. Buckeye Steel Castings Co., 24 F.3d 178, 185 (Fed. Cir. 1994); Am.
Med., 6 F.3d at 1537.

21704 F.2d 1578 (Fed. Cir. 1983).

22 246 F.3d 1336 (Fed. Cir. 2001).

2 6 F.3d 1523 (Fed. Cir. 1993).

2% 718 F.2d 1075 (Fed. Cir. 1983).

25299 F.3d 1336 (Fed. Cir. 2002).

2% Bonito Boats, Inc. v. Thunder Craft Boats, Inc., 489 U.S. 141, 162 (1989).
779 U.S.P.Q.2d (BNA) 1373, 1376 (D. Del. 2005).
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ented device. Therefore, the Sessions v. Romadka®® “alternative marking” stan-

dards should be used to mark home pages and make a patent mark on a home
page as visible as it is on a package or a product insert.

B. The Disincentive Rationale: In the Name of Better Software
Patents

The Disincentive Rationale attempts to discourage patentees from ob-
taining needless, meritless or wasteful software “business method” patents such
as Amazon.com’s One-Click patent.” Preventing the proliferation of those
essentially “bad” patents increases the quality of software patents overall. How
does the Disincentive Rationale work? If the standard under § 287(a) is ele-
vated, it will invariably be a harder standard to circumvent. Thus, it will be
more difficult for a software patentee to get the full economic benefit of its pat-
ent under § 287(a) because, by failing to meet a higher § 287(a) standard, in-
fringement damages would be limited to only pre-suit damages.’” Therefore,
the rationale is this: if patentees cannot receive the full economic benefit of their
patents under a clearer and stronger § 287(a) standard, why would they even
bother to go through the trouble of applying for a patent in the first place? The
burdens of prosecution and patent procurement will not be worth the trouble to a
patentee who will not even be able to enjoy the maximum economic leverage of
a patent complying with § 287(a). Thus, this serves as a disincentive and dis-
courages the veritable mass of patentees in the marketplace attempting to patent
meritless online software methods.

Therefore, the Disincentive Rationale can aptly be described by a filter
metaphor: in the massive and growing stream of software patents, the Disincen-
tive Rationale essentially “weeds” or “filters out” the meritless patents, but re-
tains the robust and worthwhile patents. Because of this process, the good pat-
ents are reinforced, the bad patents are eliminated and the general quality of
software patents is improved.*” By bolstering the state of the art for software
patents, better and more robust software patents will be created, which, in turn,
benefits the public by advancing technology.

8 145U.8.29 (1892).

29 A Stanford University Computer Science & Engineering class offers a chronological critique
of the Amazon.com One-Click Patent. See  Amazon One-Click Shopping,
http://cse.stanford.edu/class/cs201/projects-99-00/software-patents/amazon.html (last visited
Oct. 8,2007).

390 See Allison et al., supra note 284, at 440—42.
31 See Burk & Lemley, supra note 282, at 1604—07.
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VI. CONCLUSION

The present duty to mark patented online software methods embodied in
website form is vague and undeveloped. The holdings established by the
Soverain and IMX courts stand on shaky ground because pre-existing Federal
Circuit and Supreme Court law offers clearer and more resolute marking stan-
dards. Thus, we presently need a clearer and stronger standard under 35 U.S.C.
§ 287(a) for patentees of online software methods to follow. Raising the bar of
the Patent Marking Statute and making practitioners, patentees and courts aware
of the adequacy of the mark is critical not only in furthering the compelling
policies underlying § 287(a), but also in generating better software technology
for the benefit of our economy, our legal system and the consuming public.

Volume 48 — Number 1



