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The Lewis and Clark Law School’s 
Intellectual Property Student 
Organization (IPSO) had a great 
year. We welcomed a new group of 
IP students with the incoming first 

year class, all of whom bring fresh enthusiasm for 
IP law, and who will be a tremendous asset to this 
law school and the local IP community in the coming 
years. We also had an active group of IPSO officers: 
Guy Anderson, vice president, Alison Maddeford, 
secretary, and Bennett Starnes, treasurer. One of 
our main focuses this year has been to organize and 
inform the IP student population on campus. 

IPSO hosted a number of interesting IP talks 
this year, all of which were a huge success. Topics 
included a panel on IP litigation, a discussion on the 
implications of Grokster, the “Dark Net” reality by an 
attorney from the Electronic Frontier Foundation, an 
IP career panel, and finally, a lecture on patent claim 
construction in the wake of Phillips. Thank you to all 
of our speakers!

IPSO also hosted a number of social events 
as well. In October we had the annual IPSO Chili 
Cook Off. With 12 great chili’s to taste, six faculty 
judges, and a donated keg of Widmer Oktoberfest, 
it was a tremendous hit on the law school campus. 
Congratulations to the Chili Cook Off winners! On 
October 21st, the Oregon Intellectual Property 
Newsletter (OIPN), which is run by IPSO, hosted the 
first annual Oregon IP Wine Tasting. It was a great 
chance to network with the Oregon IP community. 
Thank you to our generous donors, who allowed OIPN 
to purchase some really wonderful Oregon wines. 
In January IPSO celebrated it’s holiday party, also 
a first ever event. Finally, in March IPSO hosted the 
4th Annual IPA with the Oregon IPA, allowing prac-
titioners and students to sample a variety of Oregon 
brewer’s IPA beers. 

Finally, the OIPN has a whole new staff. Duke 
Tufty stepped into editor-in-chief position in the 
spring after nearly two years of Ben Lila’s leadership. 
The newsletter continues to be in good hands. 

It has been unbelievable how quickly the year 
went by. The IPSO membership is continuing to 
grow, just as Lewis and Clark’s reputation as an 
academic destination for intellectual property law 
increases. IPSO could not do any of this with our 
incredible full-time IP faculty, Joseph Miller and Lydia 
Loren. In the fall Lewis and Clark welcomes a new IP 
faculty member, Tomas Gomez-Arostegui, from the 
University of Oslo. The IP program will only continue 
to strengthen from Tomas’ addition to the school. 

For those of us graduating in May it is the end 
of our law school careers. I personally will miss the 
excellent legal education I have received at Lewis 
and Clark, but more importantly, I will miss the great 
group of faculty and students that make up IPSO. 
Good luck to next year’s officers. Here’s to the end 
of a great year!
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I. Introduction
After a finding of patent infringe-

ment, a court has discretionary 
power to award both treble damages and—in “excep-
tional cases”—attorney fees to a prevailing plaintiff.2 
Although the statute does not provide specific guid-
ance as to when treble damages should be awarded 
or which cases are “exceptional,” a finding of willful 
infringement is usually a prerequisite for both. 
While the Federal Circuit recently decided that “no 
adverse inference that an opinion of counsel was or 
would have been unfavorable flows from an alleged 
infringer’s failure to obtain or produce an exculpatory 
opinion of counsel,” an opinion of counsel typically is 
an important element in defending against a charge 
of willfulness.3 However, an opinion must have certain 
characteristics to serve as an effective defense. This 
note explores the state of the law regarding the 
legal sufficiency of an opinion letter as a defense to 
willfulness.

In Read Corp. v. Portec, the Federal Circuit laid 
out a nine-factor test (the “Read factors”) for making 
a factual determination of willfulness: “(1) whether 
the infringer deliberately copied the ideas or design 
of another; (2) whether the infringer, when he knew 
of the other’s patent protection, investigated the 
scope of the patent and formed a good-faith belief 
that it was invalid or that it was not infringed; (3) the 
infringer’s behavior as a party to the litigation; (4) 
defendant’s size and financial condition; (5) closeness 
of the case; (6) duration of defendant’s misconduct; 
(7) remedial action by the defendant; (8) defendant’s 
motivation for harm; and (9) whether defendant 
attempted to conceal its misconduct.”4 In deciding 
willfulness, a fact-finder is instructed to use these 
factors to determine, in view of the totality of circum-
stances, whether “a prudent person would have had 
sound reason to believe that the patent was not 
infringed or was invalid or unenforceable, and would 
be so held if litigated.”5

II. Exculpatory Features of an Opinion
Exculpatory opinions are relevant to a number 

of the Read factors. While they clearly are crucial in 
weighing the second factor, investigation and belief of 

Preserving the Exculpatory 
Value of an Opinion Letter
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non-infringement, opinions also may bear on other 
factors, such as the first, third, and ninth factors. For 
instance, an opinion may help distinguish legitimate 
efforts to design around from impermissible copying, 
it may show that the defendant considered and 
foresaw a possible legal defense, and it may show 
whether or not the defendant concealed information 
from counsel. However, to have an exculpatory effect, 
i.e., to serve as a defense to a claim of willfulness, the 
Federal Circuit has held that an opinion must be suffi-
ciently 1) thorough, 2) competent, and 3) objective.6 
Although I will discuss these requirements separately 
below, it should be appreciated that there is substan-
tial overlap in the necessary features of an opinion.

A. Thoroughness

To defend against a claim of willfulness, an 
opinion of counsel must be “thorough enough, as 
combined with other factors, to instill a belief in 
the infringer that a court might reasonably hold the 
patent is invalid, not infringed, or unenforceable.”7 To 
meet this standard, opinions must not be “superficial 
and conclusory in nature.”8 A conclusory or incom-
plete opinion can be found “insufficient to meet the 
standard of due care appropriate to serve as an excul-
patory opinion of counsel.”9 Thus, an opinion may not 
be sufficiently thorough if it is “lacking both legal and 
factual analysis,” or if the “conclusion of invalidity [is] 
lacking in both substance and analysis.” 10

While each attorney must judge the sufficiency of 
his own legal and factual analysis, a few guidelines 
apply universally. First, unless a truly apparent basis 
for invalidity—such as a newly discovered statutory 
bar—can be asserted, an opinion should analyze both 
anticipation and obviousness in light of the known 
prior art. This is true even if the opinion ultimately 
asserts invalidity on some other basis, such as lack of 
sufficient written description or lack of enablement. 
Next, even if the opinion relates primarily to inva-
lidity, it should make the best available non-infringe-
ment arguments. Finally, and perhaps most obvi-
ously, the opinion should carefully state the correct, 
current legal tests supporting its analysis. Failure to 
include these minimal elements of an opinion may 
raise an inference of insufficient thoroughness, and 
at the very least will provide opposing counsel with 
an opportunity to call the exculpatory value of the 
opinion into question.

B. Competence

Since the issue of willfulness only arises when 
an opinion of counsel has already been found legally 
incorrect, there is no requirement that an opinion 
be correct to have exculpatory value. However, the 
courts still have required that legal advice “be compe-

tent such that the client was reasonable in relying 
upon it.”11 While the client may not be equipped to 
weigh the merit of the arguments or whether the 
legal framework used in the opinion is correct, the 
courts have held that certain features of an opinion 
may raise an inference of insufficient competence.

More specifically, the Read court held that a 
particular indication of incompetence is the conclu-
sory nature of an opinion, because “[a]n honest 
opinion is more likely to speak of probabilities than 
certainties.”12 Without a detailed analysis that care-
fully weighs the arguments on both sides, “[a] written 
opinion may be incompetent on its face by reason of 
its containing merely conclusory statements without 
discussion of facts or obviously presenting only a 
superficial or off-the-cuff analysis.”13 In other words, 
to be competent, exculpatory opinions must be care-
fully reasoned, even if the arguments presented are 
ultimately rejected by the courts.

 C. Objectivity

To be reasonably relied upon by a defendant, 
a legal opinion also must be objective, because 
even the most apparently thorough and competent 
opinion should not be relied upon if it is so one-
sided as to entirely ignore strong arguments for 
validity and infringement. Therefore, an exculpatory 
opinion generally carries less weight if written by a 
defendant’s own in-house counsel.14 Furthermore, if 
a defendant does rely on an opinion from in-house 
counsel, “[t]he burden lies with [the defendant] 
to demonstrate it was justified in believing that its 
in-house counsel was capable of rendering an inde-
pendent and competent opinion and that he took the 
steps normally considered to be necessary and proper 
in preparing an opinion.”15

Recent treatises extend similar skepticism to 
opinions of outside counsel who have worked for the 
accused infringer for extended periods of time, or 
who have been heavily involved in litigation for the 
defendant. For example, after addressing the reason-
ableness of relying on in-house counsel opinions, one 
treatise states that “[t]he ‘captive counsel’ argument 
can also be applied to outside counsel who has done 
all the legal work for a client over a period of years, 
and is intimately connected with the client’s business. 
A case can be made that the jury must be instructed, 
or that the court consider, that the opinion was 
rendered by such a ‘captive’ type outside counsel.”16 
Similarly, a recent litigation handbook warns that 
“[t]he patent attorney should not have a stake in the 
outcome of any litigation in which the opinion may 
serve as evidence.”17

continued on page 5
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By Jessica Wilson
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A Nevada District Court held 
that Google’s practice of “caching” 
websites does not amount to copy-
right infringement in Field v. Google, 

Inc. Google used an automated process to provide 
the back-up links so did not act with volition, which 
is required for direct infringement.2 The plaintiff, 
Field, alleged Google directly infringed his copyright 
by creating and distributing copies of the works 
when a user clicks and downloads the material from 
Google. However, the judge clarified, “it is the user, 
not Google, who creates and downloads a copy 
of the cached web page. Google is passive in this 
process.”3

The court also granted summary judgment on 
Google’s four defenses: implied nonexclusive license, 
estoppel, fair use, and the safe harbor provision 
under the Digital Millennium Copyright Act.4 Besides 
legitimizing the archival practice of cached copies, the 
holding is a modest step toward sustaining Google’s 
“Print Library Project,” which would allow users to 
enter a line from a book and retrieve a few sentences 
of the copyrighted text in response.

The court justified Google’s reliance on an implied 
nonexclusive license in displaying websites in its 
search results.5 Field could have, but deliberately 
chose not to, opt out of the search database utilizing 
the “highly publicized and well known industry stan-
dard . . . no archive meta-tag” in his code.6 Field was 
also estopped because absence of the “no archive 
meta-tag” caused Google to reasonably “interpret 
that silence as permission to display” the data.7

The court ruled that allowing users access to 
cached links constitutes Fair Use. The court empha-
sized the first and fourth factors of Fair Use in its 
analysis: the purpose and character of the use, and 
effect of the use upon the potential market for or 
value of the copyrighted works.8

Google’s system cache serves a different purpose 
than the original works and thus was transformative 
under the holding in Kelly v. Arriba Soft Corp.9 In 
Kelly, the Ninth Circuit found search engine’s use of 
copyrighted photographs transformative because it 
“improv[ed] access to information on the internet.”10 

Similarly, Google’s cache feature allows users to 
access inaccessible pages, detect changes over time, 
and determine the applicability of the page in relation 
to the search term.11 Additionally, design features 
clearly delineate between the cached link and the 
original, and the cached copy contains a disclaimer.12 
Finally, the court considered the fact that authors 
may opt out using the “no archive meta-tag” to weigh 
in favor of a finding of fair use.13

As to the fourth Fair Use factor, there was no 
evidence of a market for Field’s works because 
they were available on his website free of charge.14 
The judge rejected any potential market based on 
licensing to Google because it is not a market the 
creator would develop or license others to develop.

Finally, Google meets the system caching safe 
harbor conditions under §512 of the DMCA.15 The 
intermediate and temporary storage of data is 
allowed when the process is automated. The court 
interpreted 14-20 days as temporary based on appli-
cable precedent.16 The Google cache satisfies the 
requirement of 512(b)(1)(C) because the “storage of 
Web pages [is] carried out through ‘an automat[ed] 
technical process. . .for the purpose of making the 
material available to users … who … request access 
to the material from [Google].’”17

The biggest hurdle facing Google’s “Print Library 
Project” is the notion of volitional conduct. Unlike 
the automated process of caching, Google will have 
to “scan” entire copyrighted works in order to make 
them available, volitional conduct that amounts to 
copying regardless of the amount of text available 
to the end user. However, the Fair Use defense, as 
articulated by the Nevada court, favors Google.

Endnotes

1. 412 F. Supp. 2d 1106 (2006). Full opinion available 
at http://www.eff.org/IP/blake_v_google/google_ 
nevada_order.pdf.

2. Religious Tech v. Netcom On-Line Commc’n Servs., 
Inc., 907 F. Supp. 1361, 1369-70 (N.D. Cal. 1995) 
(volitional conduct required for direct infringement, 
automated copying is not actionable).

3. Field, 412 F. Supp. 2d 1106 at 11. 

4. 17 U.S.C. § 512 (2005).

5. Field, 412 F. Supp. 2d 1106 at 11.

6. Id. at 12.

7. Id. at 13. 

8. Id. at 14. 

Field v. Google, Inc.1
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9. Kelly v. Arriba Soft Corp., 336 F.3d 811, 817 (9th Cir. 
2003).

10. Id.

11. Field, 412 F. Supp. 2d 1106 at 16.

12. Id.

13. Id. at 17.

14. Id. at 20.

15. 17 U.S.C. § 512(b)(1)(B) (2005).

16. Ellison v. Robertson, 357 F.3d 1072, 1081 (9th Cir. 
2004) (court held 14 days is transient and temporary 
for section 512(a), it is applicable to section 512(b)(1) 
purposes). 

 17. Id. at 24.

Two recent district court cases indicate the same 
perspective. In Chiron Corp. v. Genentech, Inc., the 
court declined to grant summary judgment on the 
issue of willfulness because opinion counsel “regu-
larly consulted with counsel for [defendant], and 
[defendant]’s lawyers made revisions to a draft of 
the opinion letter.”18 The court observed that the jury 
“may weigh this evidence in favor of a finding of willful 
infringement.”19 The court also described as “tenuous” 
but “not unreasonable” the plaintiff’s argument that 
objectivity should also be questioned because opinion 
counsel had prosecuted several other patents for 
the defendant.20 In Yamanouchi Pharm. Co., Ltd. v. 
Danbury Pharm., Inc., defendant contracted with 
outside opinion counsel, but with a fee structure 
contingent on profits resulting from any successful 
patent invalidations.21 When defendant was found 
to infringe and sought to rely on one of the opin-
ions to avoid willfulness, the court pointed out that 
defendant’s attorney had “a stake in the outcome” of 
the case, and held in a bench trial that defendant had 
willfully infringed.22

Finally, regardless of the choice of opinion counsel, 
the objectivity of an opinion may be affected by the 
sources of information relied upon in the opinion. 
Generally, if opinion counsel relies primarily on 
subjective sources of information, this weighs against 
the overall objectivity of the opinion. For example, 
in Minnesota Mining and Mfg. v. Johnson & Johnson, 
the court affirmed that objectivity was compromised 
when counsel “obtained his information … not from 
an independent expert, but from the president of [the 
company] who had a stake in the outcome.”23

III. Conclusions
To have exculpatory value, an opinion must 

be sufficiently thorough, competent, and objective. 
Thoroughness and competence typically require that 
at a minimum, an opinion should compare the claims 

at issue with both the prior art and any potentially 
infringing products, state the correct legal tests for 
the any bases of invalidity asserted, and weigh any 
obvious counterarguments. Objectivity may be ques-
tioned if the opinion is written by in-house counsel, 
or by outside counsel who gives the appearance of 
being “captive counsel” by, for example, participating 
heavily in the litigation, having a financial stake in 
the outcome of the litigation, or relying on subjective 
sources of information. If these pitfalls are avoided, 
the opinion should help to fend off a charge of will-
fulness by convincing a fact-finder that “a prudent 
person would have had sound reason to believe that 
the patent was not infringed or was invalid or unen-
forceable, and would be so held if litigated.”24

Endnotes

1. Ph.D. 1996, University of California; M.S. 1990, B.S. 
1989 with honors and distinction, Columbia University. 
Lewis & Clark Law School, J.D. expected 2006. The 
author would like to thank Elizabeth Tedesco for her 
research contributions.

2. 35 U.S.C. §§ 284285 (2005).

3. Knorr-Bremse Systeme Fuer Nutzfahrzeuge GmbH v. 
Dana Corp., 383 F.3d 1337, 1341 (Fed. Cir. 2004).

4. 970 F.2d 816, 827 (Fed. Cir. 1992).

5. SRI Int’l v. Adv.Tech. Laboratories, 127 F.3d 1462, 
1465 (Fed. Cir. 1997).

6. Id.

7. Ortho Pharm. v. Smith, 959 F.2d 936, 944 (Fed. Cir. 
1992).

8. Critikon, Inc. v. Becton Dickinson Vascular Access, Inc., 
120 F.3d 1253, 1259 (Fed. Cir. 1997).

9. SRI Int’l, 127 F.3d at 1466.

10. Id.

11. Comark Communs., Inc. v. Harris Corp., 156 F.3d 
1182, 1191 (Fed. Cir. 1998).

12. Read, 970 F.2d at 829, n. 9.

13. Id. at 829.

14. Underwater Devices, Inc. v. Morrison-Knudsen Co., 
Inc., 717 F.2d 1380, 1390 (Fed. Cir. 1983).

15. S.C. Johnson & Son, Inc. v. Carter-Wallace, Inc., 614 
F.Supp. 1278, 1309 (D.C.N.Y. 1985), aff’d, 781 F.2d 
198, 199 (Fed. Cir. 1986).

16. Ethan & Lester Horwitz, Patent Litigation: Procedure & 
Tactics, § 9.07 (10) (2003).

17. Dr. Marta E. Delsingnore, et al., Selected Aspects of 
the Impact of Patent Prosecution on Patent Litigation 
Issues, 833 Practicing Law Institute 241, 290 (2005).

18. 268 F.Supp.2d 1117, 1125 (E.D. Cal. 2002).

19. Id.

20. Id.

21. 21 F.Supp.2d 366 (S.D.N.Y. 1998).

22. Id. at 377.

23. 976 F.2d 1559, 1581 (Fed. Cir. 1992).

24. SRI Int’l, 127 F.3d at 1465.
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Two divergent lines of cases emerged in the 
Federal Circuit in the wake of Markman v. Westview 
Instruments2 on the proper methodology to use 
for defining disputed terms of patent claims. Many 
of these opinions purported to be consistent with 
Federal Circuit precedent, yet obvious inconsisten-
cies appeared, causing much uncertainty for patent 
litigators and prosecutors. The dispute focused on 
whether a trial court should primarily consider 
intrinsic evidence—the claims, the specification, and 
the prosecution history—or extrinsic evidence—mainly 
general use and technical dictionaries and treatises—
to properly construe terms found in patent claims. 

On July 21, 2004, the Federal Circuit granted 
rehearing en banc in Phillips v. AWH Corp.3 in part 
to resolve this claim construction conflict. Ultimately, 
the court issued a new opinion on July 12, 2005, 
that held that intrinsic evidence must be the primary 
source for construing patent claims. The court 
further reasoned that while extrinsic evidence may 
be consulted to assist the court in understanding a 
particular technology, it must be afforded its appro-
priate weight—subordinate to all of the intrinsic 
evidence. Although the Federal Circuit in Phillips 
provided practitioners guidance on which to base 
future claim construction attempts, it admittedly 
constructed a loose framework designed to be applied 
on a case-by-case basis. 

After Phillips, claim construction jurisprudence 
remains in disarray as the Federal Circuit appears 
to be applying different parts of its Phillips ruling in 
different cases. The effects of the holding in this case 
will not be totally clear for some time, as evidenced 
by the convoluted holdings being handed down post-
Phillips. To be successful under the current case 
law, patent litigators must master a comprehensive 
understanding of Phillips and keep abreast of pending 
decisions applying Phillips. Furthermore, patent pros-
ecutors must write precise specifications, focusing 
on the consistent use of terms between the claims 
and the remainder of the specification. Although the 
court may have disappointed many observers when it 
refused to provide clear guidelines for claim construc-
tion in Phillips, the case’s legacy will be defined more 
by what it failed to say rather than by its explicit 

holdings. The days of the dictionary presumption are 
over, but where claim construction goes from there 
remains unclear. 

 I. Phillips I—A Bird that Didn’t Fly 
In its order granting rehearing en banc in the 

initial Phillips case, the Federal Circuit vacated its 
previous judgment entered April 8, 20044 and with-
drew the opinion of the first panel that affirmed the 
grant of summary judgment after a claim construction 
hearing.5 In the Federal Circuit’s order, the majority 
invited the parties to file additional briefing and any 
other interested parties to file amicus curiae briefs 
on seven questions.6 Many of the court’s questions 
focused on the proper weight to assign to different 
types of evidence used in claim construction.7

In the en banc Phillips case, the majority held 
that intrinsic evidence consisting of the claims them-
selves, the specification, and the prosecution history 
must be given greatest weight in claim construction.8 

Further, the majority stated that dictionaries and 
other extrinsic evidence may be consulted to assist 
the court in understanding a particular technology.9 

The court settled upon loosely structured claim 
construction rules, focusing mainly upon affording 
each type of evidence its appropriate weight.10 The 
majority expressly reaffirmed its decision in Vitronics 
Corp. v. Conceptronic, Inc.11, which held that intrinsic 
evidence is to be consulted first to construe the 
claims and that extrinsic evidence is to be used only 
if the intrinsic evidence fails to provide an adequate 
definition of a claim term or merely to assist the court 
in understanding the technology in question.12 

The en banc court openly criticized the claim 
construction methodology presented in Texas Digital 
Sys., Inc. v. Telegenix, Inc.13 The court explained 
that “the methodology [Texas Digital] adopted placed 
too much reliance on extrinsic sources such as 
dictionaries…and too little on intrinsic sources.”14 The 
court acknowledged that looking to intrinsic evidence 
first may lead a court to mistakenly read limitations 
from the specification into the claims, but expressed 
confidence in the district courts to properly perform 
that task.15

The facts of Phillips allowed the issue of the 
proper methodology to use for claim construction to 
be squarely presented. Edward H. Phillips invented 
vandalism-resistant panels that may be welded 
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together to form walls capable of fire and noise insu-
lation.16 After obtaining a patent on the invention, Mr. 
Phillips disclosed his invention to AWH Corporation, 
Hopeman Brothers, Inc. and Lofton Corporation 
(collectively hereinafter “AWH”) and agreed to allow 
AWH to make and sell the products.17 This agreement 
ended in 1990.18 In 1991, Mr. Phillips came across 
AWH advertising indicating that AWH continued to 
make and sell his invention without his consent.19 After 
failed negotiations, Mr. Phillips filed suit against AWH 
in 1997 alleging in pertinent part that AWH infringed 
his patent.20 After determining that the claims at 
issue contained “means-plus-function” language, the 
trial court considered the disclosures in the specifica-
tion that corresponded to the “structure, material, 
or acts” as required under 35 U.S.C. § 112, 6.21 The 
trial court concluded that the specification failed to 
disclose baffles found within the wall that were placed 
at a 90° angle.22 Moreover, the specification referred 
to baffles placed at any angle other than 90°.23 Upon 
ruling that the scope of the claims at issue failed to 
include baffles placed at a 90° angle, the trial court 
granted AWH’s motion for summary judgment.24 

II. Claim Construction Before Phillips—
Clear as Mud

Before Phillips was redecided in July of 2005, 
two distinct claim construction methodologies had 
evolved25: the so-called “dictionary disciples”26 and 
those abiding by the “specification über alles” rule.27 
The “dictionary disciples” support defining claim 
terms primarily by referencing a dictionary, as long 
as the dictionary definition is not inconsistent with 
the specification.28 In contrast, those advocating the 
“specification über alles” rule maintain that the trial 
court must first consult the intrinsic evidence of a 
patent. Only upon failure to find a definition from the 
intrinsic evidence, may the court consider extrinsic 
evidence to help define a claim term.29 Many Federal 
Circuit cases construed claims by one methodology or 
the other. And while such opinions expressly acknowl-
edged the conflict between the two, they failed to 
definitively resolve the conflict, thereby leaving the 
door open for a different panel to further tweak the 
already-murky rule.

For example, in Renishaw PLC v. Marposs Societa’ 
per Azioni30, the Federal Circuit recognized two 
classic claim construction canons, “(a) one may 
not read a limitation into a claim from the written 
description, but (b) one may look to the written 
description to define a term already in a claim limi-
tation.” The Renishaw court heralded these canons 
as being “at the core of claim construction meth-
odology…provid[ing] guideposts for a spectrum of 
claim construction problems.”31 The court quoted 

with approval from a 1958 CCPA case that “indis-
criminate reliance on definitions found in dictionaries 
can often produce absurd results,” and further stated 
that “where there are several common meanings for 
a claim term, the patent disclosure serves to point 
away from the improper meanings and toward the 
proper meaning.”32 Similarly, in Astrazeneca AB v. 
Mutual Pharmaceutical Co., Inc.33, the Federal Circuit 
held that “extrinsic evidence…is useful insofar as 
it ‘can shed useful light on the relevant art—and 
thus better allow a court to place itself in the shoes 
of a person of ordinary skill in the art’ reading the 
claims alongside the rest of the specification.”34 The 
Astrazeneca court acknowledged that some of the 
Federal Circuit’s recent cases “suggest[ed] that the 
intrinsic record…should be consulted only after the 
ordinary and customary meaning of claim terms…is 
determined” and cited a “presumption in favor of a 
dictionary definition.”35 (emphasis added). 

Other cases leaned more directly toward one 
methodology over the other. In V-Formation, Inc. v. 
Benetton Group SPA36, the Federal Circuit held that 
the “intrinsic record…is [the] primary tool to supply 
context for interpretation of disputed claim terms…to 
one of ordinary skill in the art at the time of the 
invention.” On the other hand, in Superguide Corp. 
v. DirecTV Enter., Inc.37, the court held that “diction-
aries are often helpful in ascertaining the plain and 
ordinary meaning of claim language.” 

In 2002, the Federal Circuit decided Texas Digital, 
which attracted much attention and established itself 
as the seminal case for the “dictionary disciples.”38 

The court stated that the terms of a claim “bear a 
‘heavy presumption’” that the definition intended in 
the claim is consistent with the ordinary meaning to a 
skilled person in the art and the trial court should give 
a claim term such a meaning unless the presump-
tion is properly rebutted, regardless of whether 
the dictionary definitions have been offered into 
evidence.39 The court acknowledged that dictionaries 
may be one of “the most meaningful sources of infor-
mation to aid judges in better understanding…the 
technology.”40 The court further reasoned that the 
intrinsic evidence relating to the patent should be 
examined, but only to determine whether it rebuts 
the presumption in favor of the dictionary meaning.41 
The court concluded that a dictionary definition may 
only be rebutted where intrinsic evidence clearly uses 
words that are inconsistent with the ordinary meaning 
of the claim term found by consulting a dictionary.42 

Roughly two years after Texas Digital, the Federal 
Circuit again changed its spots when it decided C.R. 
Bard, Inc. v. U.S. Surgical Corp.43, which held that 
“extrinsic evidence cannot alter any claim meaning 
discernible from intrinsic evidence.” The court credited 
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a long line of precedent indicating that “the intrinsic 
record is the primary source for determining claim 
meaning.”44 In criticizing the plaintiff’s argument that 
Texas Digital “held” that dictionaries should primarily 
be consulted when construing claim terms, the court 
stated that the Texas Digital court merely “advised” 
that such a method would be preferred.45 However, 
this court also failed to clearly state the basis upon 
which C.R. Bard was decided and can possibly be 
considered dicta itself. Rather interestingly, the C.R. 
Bard court noted that the claim construction issue 
might soon be resolved by the grant of an en banc 
rehearing in the Phillips case.46 

The lack of consistency from the Federal Circuit 
on claim construction methodology pre-Phillips was 
a function of the ever-changing panels of judges 
assigned to a particular case.47 As a result of the 
obvious disagreement over the proper method to 
interpret claim terms by members of the Federal 
Circuit, many observers anxiously awaited claim 
construction guidance from Phillips that might yield 
some certainty.48 Some even heralded Phillips as the 
most important patent case of the decade.49 

III. Has the Federal Circuit Merely 
Rearranged the Furniture? 

The consequences of Phillips were anticipated 
to be grand, yet they failed to meet the expecta-
tions of those who hoped for a monumental change 
in claim construction jurisprudence.50 Rather, Phillips 
signified a departure from the “experiment”51 that 
the Federal Circuit was conducting as marked by its 
decision in Texas Digital.52 Since Phillips, the Federal 
Circuit has revisited claim construction issues several 
times, resulting in varying outcomes. In Nystrom v. 
Trex Co., Inc.53, decided only two months after the 
Phillips decision, the Federal Circuit granted rehearing 
for “the limited purpose of addressing the effects of 
Phillips.” Only two days after Nystrom, the Federal 
Circuit again tested its holding in Phillips in Free 
Motion Fitness, Inc. v. Cybex Intern., Inc.54 This time 
the court incorporated a dictionary definition into the 
claim construction analysis while claiming to follow 
the Phillips rule merely by stating that the specifi-
cation comported with the dictionary’s definition of 
the disputed claim term. Ultimately, claim construc-
tion methodology remains uncertain and unresolved 
post-Phillips. 

 A. Is Phillips Making a Name for Itself?

The Federal Circuit granted rehearing in Nystrom 
as a result of its holding in Phillips.55 The court with-
drew its pre-Phillips opinion in Nystrom and affirmed 
the district court’s grant of summary judgment of 

non-infringement.56 In its withdrawn 2004 opinion, 
the Nystrom court claimed that the district court 
“erroneously construed certain claim limitations” 
when it defined the terms at issue by following the 
Texas Digital methodology.57 The court reasoned that 
in the absence of a clear definition or disavowal of a 
meaning in the disclosure, a term must be interpreted 
from the perspective of a person having ordinary skill 
in the art at the time of the filing of the application.58 

The perspective of the ordinary skilled artisan may 
be found by “reviewing a variety of sources, including 
the claims themselves; dictionaries and treatises; 
and the written description, drawings, and prosecu-
tion history.”59 (emphasis added). These statements 
imply that dictionaries are higher in priority than the 
specification for purposes of claim construction.60 

Upon reconsideration of Nystrom post-Phillips, 
the Federal Circuit reversed its claim construction 
ruling, holding that a claim term must be interpreted 
in “light of the entire intrinsic record.”61 The court 
further noted that the “construction that stays true 
to the claim language and most naturally aligns with 
the patent’s description of the invention will be, in 
the end, the correct construction.”62 However, the 
court also noted that “resort to dictionaries may be 
helpful.”63 The court stated that “[w]hat Phillips now 
counsels is that in the absence of something in the 
written description or the prosecution history…that 
the inventor intended a disputed term to cover 
more than the ordinary and customary meaning 
revealed…[in] the intrinsic records, it is improper 
to read the term to encompass a broader definition 
simply because it may be found in a dictionary, trea-
tise, or other extrinsic source.”64 In lieu of further 
explanation of Phillips, the court in Nystrom merely 
applied the principles already established in Phillips 
and reiterated its policies.65 

After Nystrom appeared to reaffirm Phillips, 
the Federal Circuit decided Free Motion Fitness in 
which the court construed the definition of the word 
“adjacent” by relying heavily on a dictionary defini-
tion. The court began by announcing its adherence 
to the claim construction methodology presented 
in Phillips, yet concluded without explanation that 
the term “adjacent” was not defined in the intrinsic 
evidence or the relevant art and so resorted to a 
dictionary.66 The court focused its Phillips-based 
analysis on the freedom to incorporate dictionary 
definitions into claim construction and even pointed 
out that a court may afford a term the full breadth of 
its ordinary meaning, while presumptively receiving 
“its broadest dictionary definition or the aggregate 
of multiple dictionary definitions.”67 The court settled 
on the meaning of “adjacent” to be “not distant.”68 In 
reaching this construction, the court merely referred 
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to the specification to make sure the dictionary defini-
tion did not contradict the one found in the specifica-
tion.69 While the Free Motion Fitness court mentioned 
the Phillips methodology, it did not actually apply that 
methodology.70

Since Phillips, the Federal Circuit appears to 
have selected portions of the Phillips claim construc-
tion methodology to conduct its analysis. On occa-
sion, the court emphasizes that “the specification 
necessarily informs the proper construction of the 
claims” and that it is “appropriate for the court…to 
rely heavily on the written description for guidance 
as to the meaning of claims.”71 (emphasis added). 
It has even criticized parties for failing to rely upon 
definitions that may be found within the intrinsic 
evidence.72 In other instances, the court has held that 
dictionaries may be used to help define claim terms if 
given proper weight, but that intrinsic evidence is of 
“central importance” and therefore must be consulted 
first.73 On the other hand, the Federal Circuit has 
criticized a trial court for improperly importing limita-
tions from the specification into the claims, thereby 
restricting the claims’ scope to coverage of a single 
embodiment.74 In early January 2006, the majority 
opinion in nCube Corp v. Seachange Intern., Inc.75 
did not even cite Phillips. The dissent noted that fact 
and itself relied on Phillips to support the dissenting 
opinion, quoting from Phillips “the specification is 
always highly relevant to…claim construction…[and 
is] usually dispositive.”76 

 B. The Bottom Line

At this point, practitioners may be wondering 
what practical information may be extracted from 
Phillips and its progeny. The Phillips majority opinion 
failed to completely clarify claim construction meth-
odology and claim construction still appears to be 
approached by the court on a case-by-case basis.77 

The specification remains crucial and must be care-
fully written because it apparently will be the focus 
of any claim construction. One thing that is clear is 
that the previous presumption in favor of dictionary 
definitions has been jettisoned. Therefore practitio-
ners should carefully use terms consistently in the 
specification and claims. 

Ideally, patent prosecutors would properly antici-
pate the points of novelty in the invention before 
filing so that they may properly define claim terms as 
intended in the specification. Prosecutors may wish to 
consider referring to technical or general use diction-
aries when choosing language to describe elements 
of the invention. Additionally, use of such phrases 
as “the present invention” or “the preferred embodi-
ment” in the application might best be replaced by 
“an embodiment,” which is likely to be deemed less 

restrictive in the context of litigation. Many prosecu-
tors may cringe at the thought of providing explicit 
definitions of claim terms because they wish to 
provide litigators with some flexibility for interpreta-
tion of the terms in the future. 

  Claim construction jurisprudence continues to 
“percolate,” although recent panel decisions post-
Phillips do have fewer dissenting opinions. In patents 
today, it is crucial that both prosecutors and litigators 
have a comprehensive working knowledge of Phillips 
and its progeny. Definitions of claim terms advocated 
by trial attorneys ideally will be a nicely meshed 
hybrid of the definition ascertainable from intrinsic 
evidence and that gleaned from extrinsic evidence 
such as a dictionary. And the trial attorney’s job can 
be made much easier if the patent drafter puts careful 
thought into crafting a patent application that applies 
the Phillips and post-Phillips principles. 
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I. Introduction

Almost anyone who has installed computer soft-
ware has seen a “clickwrap” license. Clickwrap licenses 
require that software users assent to contract terms 
by clicking a button labeled “I agree” before installing 
and using the software. Lexmark International 
(Lexmark) uses a similar technique in its Prebate 
program, in which customers assent to a license 
agreement simply by opening a package containing 
a toner cartridge. The Prebate license restricts the 
customer to a single use of the toner cartridge and 
prohibits refilling the cartridge. The Arizona Cartridge 
Remanufacturers Association (ACRA) recently chal-
lenged the Prebate license as unenforceable, claiming 
unfair and deceptive business practices. This case 
highlights the interaction of patent law, contract law, 
and economics. It leaves open the question of how 
changes in retail purchasing may affect the concepts 
of contract formation and notice.

Although the U.S. District Court for the Northern 
District of California2 and the Ninth Circuit Court of 
Appeals3 held that the Prebate contract appeared to 
be enforceable and rejected ACRA’s claims, the deci-
sions of those courts raise serious concerns about the 
Prebate program’s effect on consumers. First, courts 
should require something more than simply opening 
a box to form a contract because purchasers do not 
expect physical goods to be governed by license 
agreements. Second, the Prebate license agreement 
significantly increases Lexmark’s market power. Since 
purchasers do not know of the restrictions on the 
cartridges when buying the original printer, they may 
undervalue the future operating costs of the printer 
and give Lexmark a competitive advantage. Third, 
Lexmark’s competitive advantage allows it to force 
premature printer upgrades. For example, Lexmark 
could sell only Prebate cartridges and decline to refill 
them. As the only source of cartridges, Lexmark could 
artificially drive up prices or discontinue produc-
tion, forcing users to buy new printers. In sum, the 
Prebate contract gives Lexmark significant market 
power beyond its patent rights to the detriment of 
the consumer.

II. Summary of the case
Lexmark manufactures new printers and toner 

cartridges. ACRA is an association of wholesalers 
who sell remanufactured toner cartridges. Some of 
Lexmark's toner cartridges are sold under a Prebate 
program in which customers are charged a lower 
price in exchange for agreeing to contract terms4 
printed on the outside of the toner cartridge box. 
The agreement requires the customer to “return the 
empty cartridge only to Lexmark.”5

ACRA filed suit against Lexmark and claimed 
that the Prebate license was a “deceptive and unfair 
business practice” because the post-sale contract 
restrictions were not enforceable.6 Since the toner 
cartridge was patented, the District Court in ACRA I 
held that the enforceability of the post-sale restriction 
“hinge[d] on whether or not it [fell] within Lexmark’s 
patent rights.”7 The patentee retains different rights 
after the sale depending on whether the sale quali-
fies as an unrestricted or conditional sale. Goods 
purchased in an unrestricted sale are subject to the 
“patent exhaustion” or “first sale” doctrine which 
allows purchasers to use, repair, resell, or dispose of 
the products in any way they wish because the paten-
tee’s rights were “exhausted” by the unconditional 
sale.8 In contrast, conditional sales allow the patentee 
to impose restrictions on use that are enforceable 
under patent law.9

To evaluate the unfair business practice claim, 
the District Court sought to balance the harm to the 
alleged victim against the “reasons, justifications, 
and motives of the alleged wrongdoer.”10 For the 
deceptive business practice claim, the District Court 
looked for practices likely to mislead consumers in a 
matter affecting customer choice or conduct.11 Both 
analyses involved deciding whether the contract was 
enforceable on its face. The District Court held the 
single-use condition enforceable and reasoned that 
the contract terms, clearly printed on the outside 
of the box, provided end users notice of the single-
use condition and provided a subsequent opportu-
nity to reject the condition.12 Since the single-use 
condition was enforceable, the District Court found 
that Lexmark’s statements regarding enforceability 
were not a deceptive or unfair business practice and 
therefore granted Lexmark’s motion for summary 
judgment.13

ACRA appealed the grant of summary judgment 
to the Ninth Circuit. On appeal, ACRA raised the 
issue of contract validity but did not claim Lexmark’s 

Contractual Restrictions on Paired Patented Goods
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actions were beyond its patent rights. The Ninth 
Circuit held that the contract appeared to be enforce-
able because customers had notice of the condition, 
had a chance to reject the contract, and received 
consideration in the form of a reduced price.14 The 
court’s holding did not explicitly preclude future chal-
lenges to the contract raised by an end user.15 The 
Ninth Circuit held that ACRA failed to raise a triable 
issue of fact that the Prebate licenses were deceptive 
or unfair competition and affirmed the District Court’s 
grant of summary judgment.

III. Harm to consumers
The single-use restriction upheld in this case 

poses a significant possibility of consumer harm. 
First, though not addressed by the court, modern 
purchasing conditions raise questions about contract 
formation and notice. Second, the single-use restric-
tion potentially confers two economic benefits to 
Lexmark: subsequent toner cartridge sales to printer 
purchasers unaware of Lexmark’s market power and 
subsequent printer sales through forced upgrades. 

A. A detailed analysis of contract 
formation and notice must incorporate 
modern purchasing methods.

Neither the District Court’s nor the Ninth Circuit’s 
opinions addressed notice in detail. This was justified 
given that both courts were deciding only the facial 
enforceability of the contract in the abstract. The 
Ninth Circuit expressly noted that “the contract on its 
face appears to be enforceable”16 and that customers 
were not precluded from challenging the contract.17 

However, on detailed analysis, significant contract 
issues are likely to be raised.

Customers have no reason to expect to encounter 
contract terms on the top of a product box. Although 
computer software is often licensed rather than 
sold, virtually all tangible consumer goods are sold 
outright. Stepladders often have “this is not a step” 
printed on the top support, but most consumers 
consider this an instruction regarding intended use 
rather than a binding contract or conditional sale. 
A reasonably prudent customer, expecting to find 
contract terms, would certainly read all of the instruc-
tions on a product box prior to use. However, without 
a reasonable expectation of finding contract terms, 
customers are unlikely to look for them.

If the print is large enough, a purchaser cannot 
reasonably avoid notice even if contract terms are 
unexpected. However, normal size type should not be 
sufficient notice given the purchaser’s lack of reasons 
to look for such terms.18 Customers should not be 
presumed to have a duty to read text that is merely 

readable or visible when the language is expected to 
have a different function or appears in an unusual 
location. It is unfair to presume a simple duty to read 
a contract when customers are not expecting to see 
a contract.

Additionally, given the unique purchasing condi-
tions of toner cartridges, a customer may make a 
purchasing decision before examining the license 
agreement on the box. In this way, timing and notice 
are related. Customers may not be able to look at 
a toner package easily before making a purchasing 
decision, so notice of the contract terms comes 
before purchase but after a purchasing decision has 
been made. Because toner cartridges are small and 
expensive, they are also prime targets for shop-
lifting. Many stores keep toner cartridges behind the 
counter or in glass display cases, requiring customers 
to ask to examine the box. However, even though 
customers can ask to see the box to compare contract 
terms, they have no reason to since contract terms 
are unexpected. Since customers have no reason to 
expect a contract, it is possible to make a purchase 
decision without seeing the contract terms. Even if 
the customer sees the contract terms after making 
a purchasing decision, the customer has already 
mentally committed to purchase by that point. 
Though not properly a notice issue, the timing issue 
may affect the customer’s decision process.

Finally, the purchaser may buy the toner cartridge 
sight unseen over the Internet. Expensive items like 
toner cartridges are especially likely to be purchased 
over the Internet because the cost savings more than 
make up for the price of shipping. The purchaser does 
not need to see the box in person because compat-
ibility is based on printer model number and there 
are no aesthetic considerations. Lexmark shows the 
Prebate agreement on its website during internet 
purchasing.19 However, resellers vary widely in their 
treatment of the Prebate terms. Some resellers 
include the word “Prebate” in the product title but 
lack any indication of a single-use restriction or the 
Prebate terms.20 Other resellers indicate the cartridge 
is only for single-use, omitting the actual terms of 
the agreement.21 Customers unwilling to agree to 
the license terms will likely be required to send the 
product back at their own expense and pay the resell-
er’s restocking fee. Lexmark achieves a windfall if 
customers are unwilling to suffer the additional incon-
venience and expense of the return procedure. This 
windfall may be significant since internet purchasing 
is rapidly assuming a larger role in the economy.

In summary, presuming notice of contract terms 
by their presence on a box top ignores the realities 
of modern purchasing. A detailed analysis of contract 
formation and notice should account for this.
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B. Prebate contract grants Lexmark 
additional economic benefits beyond 
the rights conveyed by the patent.

The Prebate agreement gives Lexmark additional 
market power that it would not otherwise have as a 
patent holder.22 To illustrate the nature of Lexmark's 
market power, consider the situation of a Lexmark 
printer owner when the toner cartridge needs to 
be replaced. The toner cartridges are covered by 
Lexmark’s patent, which grants Lexmark a monopoly 
on the manufacture of new cartridges. A printer 
owner has three choices when a toner cartridge runs 
out of toner. The printer owner can purchase a new 
Lexmark toner cartridge from Lexmark. Alternatively, 
the printer owner can purchase a refurbished toner 
cartridge from a third party. Finally, the printer owner 
can purchase a toner refill kit. Only the first choice 
is permissible under the Prebate license. Lexmark’s 
ability to limit customer choices gives it power in the 
market to extract additional money from customers.

Lexmark’s market power is mitigated somewhat 
by competition from other printer manufacturers 
if customers are making fully informed decisions. 
Customers may assume that competition will equalize 
prices and that extensive research is not necessary. 
Customers may also investigate the printer itself but 
not the toner cartridge market dynamics. Finally, 
customers may be confused by the large amount of 
information needed to reach a decision. Customers 
may find it difficult to factor all necessary information 
into a purchasing decision regarding assent to the 
Prebate agreement.

Even if a customer makes a fully informed choice 
in purchasing the original printer, the market situation 
could change at any time because Lexmark is able 
to exert significant control over the remanufactured 
toner cartridge market by controlling the supply. 
Though Lexmark sells some unrestricted cartridges 
that are available to cartridge remanufacturers, it 
also sells Prebate cartridges that are unavailable to 
them. Lexmark could eliminate the Prebate program 
or sell all of its cartridges under the Prebate program. 
The latter would completely eliminate the supply 
for remanufacturers such as ACRA and lock them 
completely out of the market. Even if Lexmark did 
not stop selling unrestricted cartridges, it could exert 
subtle control on the market by changing the supply 
of Prebate cartridges slightly and by altering prices. 
Customers may end up being forced to pay higher 
prices or buy a different printer. Because the market 
shift could happen after a printer has been purchased, 
even a fully informed purchaser of the original printer 
may be later caught by surprise.

Lexmark’s toner cartridge patent does not grant 
this market power so it must rely on the contrac-
tual license agreement to do so. Lexmark uses a 
microchip in its Prebate cartridges that performs a 
“secret handshake” with the printer to ensure the 
customer complies with the single-use restriction; 
however this microchip very likely could be replaced 
without infringing the patent.23 The “right of repair” 
or “first sale” doctrine allows purchasers to make 
minor repairs to patented devices without infringing, 
although major refitting is barred.24 The District Court 
in ACRA I noted that Hewlett-Packard was unable 
to stop a competitor from refurbishing and reselling 
patented HP toner cartridges that were not covered 
by a license agreement similar to the Prebate.25 

Similarly, in Jazz Photo Corp. v. International Trade 
Commission, the Federal Circuit held that Jazz Photo's 
refurbishment of a patented “disposable” camera to 
prepare it for resale was non-infringing repair even 
though the repair was not performed by the original 
purchaser.26 These cases suggest the microchip can 
be replaced without infringing the patent. Therefore, 
the only barrier to doing this is the Prebate agree-
ment. In the absence of the Prebate license agree-
ment, customers could refill the toner cartridge 
despite Lexmark’s patent.

IV. Preventing consumer harm.
Although examining detailed solutions is out of 

the scope for a paper of this length, one way to stop 
Lexmark and other manufacturers from acquiring 
market power over unpatented goods is to give 
consumers a right, which cannot be contracted away, 
to perform minor repairs. An advantage of this solu-
tion is that courts already handle the distinction 
between major and minor repairs in patent infringe-
ment cases. Another advantage of using the courts 
for enforcement is that implementation costs are 
concentrated on economically significant business 
areas compared with other solutions that spread 
implementation costs more widely. This is likely the 
best solution. Another solution would be for courts to 
refuse to enforce “product tying” provisions similar to 
the “patent misuse” doctrine.

V. Conclusion
Contractual restrictions like the Lexmark Prebate 

agreement can give a manufacturer significant market 
power. The manufacturer may use this power to cause 
significant harm to consumers. The best solution 
appears to be a law preventing private contracts from 
restricting the right of repair. In any case, manufac-
turers are just starting to exploit license agreements 
on physical goods, so ACRA I and ACRA II are just the 
first of many cases to come on this issue.
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IPXL Holdings, L.L.C. (IPXL) 
sued internet marketer Amazon.
com, Inc. (Amazon)  on January 
22, 2004, alleging that Amazon’s  

“1-click system” for streamlining its customer-order 
procedure infringed U.S. Patent No. 6,149, 055 (“the 
055 patent”).2 Amazon counter-claimed that the rele-
vant claims were invalid, either as anticipated or as 
indefinite. Following its resolution of numerous claim 
construction issues, the District Court for the Eastern 
District of Virginia first granted summary judgment 
for Amazon and then, finding the case to be “excep-
tional,” awarded Amazon attorney fees and costs. The 
Federal Circuit affirmed the summary judgment, but 
reversed the award of fees and costs.3

The ‘055 patent, entitled “Electronic Fund Transfer 
or Transaction System,” is directed to self-service 
financial systems such as automatic teller machines 
(ATMs). In essence, it allows a user to execute a trans-
action in fewer steps with repeated use. It does this 
by storing information defined in a prior transaction, 
e.g., withdrawing $20 from a checking account, and 
displaying it as a choice on a single screen.4 Amazon’s 
system allows customers to store information such as 
credit card numbers and shipping addresses for use 
in making future “1-click” purchases.5

On summary judgment, Amazon argued that four 
of the five disputed claims were invalid as anticipated 
by prior art under §102 6 of the Patent Act.7 During 
patent prosecution, the patentee had argued the prior 
art did not disclose “displaying transaction informa-
tion on a single screen.”8 However, the district judge 
held that the claims were anticipated by the Coutts 
patent, which also relates to self-service systems 
such as ATMs.9 The appeals court affirmed, because 
the Coutts patent disclosed a system wherein “no 
transaction information need be entered before the 
single screen displays a plurality of predicted transac-
tions, which are based on previously entered transac-
tion information.”10 

Amazon also argued that claim 25 was invalid for 
indefiniteness under §112 of the Patent Act,11 because 
it combined an apparatus and a method of using that 
apparatus in a single claim, and therefore did not 
“reasonably apprise those skilled in the art of its 

scope.”12 This question was one of first impression for 
the appeals court, which adopted the rule contained in 
the Manual of Patent Examination Procedure (MPEP)13 
that “[a] single claim which claims both an apparatus 
and the method steps of using [it] is indefinite … 
.”14  The relevant language of claim 25 reads, “The 
system of claim 2 [including an input means] wherein 
… the user uses the input means to either change [or 
accept a transaction].”15  The court held that because 
“it is unclear whether infringement of claim 25 occurs 
when one creates [an infringing] system … or when 
the user actually uses the input means,” the claim 
was invalid under §112, paragraph 2.16

It is worth noting that §2173.05 (p)(II) of the 
MPEP gives a second reason to reject claims of this 
type under 35 U.S.C. § 101, although it was not 
cited by the court. It specifies that such a claim 
should also be rejected because it “embraces or 
overlaps two different statutory classes of inven-
tion.”17  By contrast, §2173.05 (p) opens by stating 
that “[t]here are many situations where claims are 
permissively drafted to include a reference to more 
than one statutory class of invention.”18  In particular, 
subsection (p)(I) states that “[a] claim to a device, 
… may contain a reference to the process in which 
it is intended to be used without being objectionable 
under 35 U.S.C. 112, second paragraph, so long as it 
is clear that the claim is directed to the product and 
not the process.”19 Claim 25 of the ‘055 patent made 
no such clear distinction between the system and the 
process by which it was to be used.

Amazon was also awarded attorney fees by the 
district judge under 35 U.S.C. §285. The appeals 
court reversed this award because Amazon filed its 
motion 17 days after final judgment was entered, in 
violation of the 14 day limit required under the Federal 
Rules of Civil Procedure.20 Amazon also failed to file a 
motion under Rule 6(b) to enlarge the filing time on 
the basis of “excusable neglect.”21 The court held that 
the district court abused its discretion by enlarging 
the time because §285 does not exempt requests for 
attorney fees from compliance with Rule 54.22

The district court’s grant of summary judgment 
for Amazon was affirmed based on invalidity of the 
claims at issue. The court did not reach the issue 
of whether the claims were infringed by Amazon’s 
1-click system. The district court’s grant of attorney 
fees was reversed because the motion was untimely 
filed. The court did not reach the issue of whether the 
case was “exceptional” under 35 U.S.C. § 285.

IPXL Holdings, L.L.C. v. Amazon.com, Inc.1
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14  IPXL Holdings, 430 F.3d at 1384.

15 Id. (citing the ‘055 patent, col. 22, 11. 8-13).

16   IPXL Holdings, 430 F.3d at 1384.
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