with the type of mark, typically a patent number, used by patentees to
indicate that the object is protected from copying by a U.S. patent. 35
U.S.C. § 292 makes such an act a criminal offense. Generally, in order
to be liable for false marking under 35 U.S.C. § 292 (past and present),
a party must (1) mark an unpatented article with a patent number or
text suggesting the article is or may be patented and (2) intend to de-
ceive the public.! Prior to passage of the America Invents Act (AIA)
in 2011, section 292(b) provided a qui tam enforcement mechanism,
whereby a private individual could sue to enforce the false-marking stat-
ute. The successful qui tam plaintiff was entitled to one-half of the penalty
assessed to the defendant, which was “not more than $500 for every
such offense.” Prior to 2009, these qui tam suits were fairly rare, due
to the judicial interpretation most often given to the term “every such
offense.” Then a 2009 Federal Circuit ruling changed the prevailing
interpretation, giving rise to the potential for astronomical penalties and
leading to an exponential increase in false-marking suits filed by qui
tam plaintiffs. It was not until after the enactment of the AIA that false-
marking lawsuits returned to historical levels.

Prior to 2009, courts had generally interpreted the “not more than
$500 for every such offense” language in § 292 as limiting recovery un-
der the statute to $500 for each “single and continuous act” of false
marking. Under the “London test,” as it came to be known from the case
in which it originated, “in order to recover more than a single penalty”
a plaintiff must give proof “sufficiently specific as to time and circum-
stances to show a number of distinct offenses.” This approach provided
little incentive to qui tam plaintiffs unimpressed by the possibility of
recovering only $500. In response, some courts actually tried to increase
the number of such lawsuits using a time-based approach, breaking
continuing production of a falsely marked good into separate offenses.*
However, even with the time-based approach, few false-marking cases
were filed each year.?

This all changed in 2009 when the Federal Circuit decided Forest
Group Inc. v. Bon Tool Co.5 In that case the Federal Circuit rejected
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previous interpretations, which typically resulted in small penalties, and

interpreted the “not more than $500 for every such offense” false-mark-
ing penalty to mean a maximum penalty of $500 per falsely marked
unit or object. The Forest Group interpretation led to an immediate
and dramatic increase in false-marking cases filed, as evidenced by the
fact that one such case was filed in December 2009 (the month Forest
Group was decided), six in January 2010, 65 in February 2010, and 66
in March 2010.7

The Forest Group decision created a potential for truly astronomi-
cal damage awards, which provided powerful incentives to future liti-
gants. In one notable 2010 false-marking case, Pequignot v. Solo Cup
Co. B Pequignot sued Solo, claiming that Solo produced more than 21.8
billion falsely marked units (i.e., plastic cups) with expired or invalid
patent numbers. Under Forest Group, Pequignot sought an award of
$500 per cup, or approximately $10.9 trillion. As the Federal Circuit
noted in its decision, if such an award were granted, the United States’
portion would be $5.4 trillion, or approximately 42 percent of the coun-
try’s national debt at the time. Fortunately for Solo, Pequignot was
unable to prove that Solo falsely marked its products with an intent
to deceive the public. Many false-marking cases followed a similar nar-
rative, in which qui tam plaintiffs were unable to prove that the de-
fendant’s false marking stemmed from a desire to intentionally deceive
the public. Even so, the lure of the potential payday was sufficient to
result in many similar qui tam lawsuits, requiring companies to either
defend, incurring defense costs, or, as was more often the case, settle
for an amount less than what it would cost to defend against the suit.
In all, 674 false-marking cases were filed in the year following Forest
Group (2010), whereas only 45 false-marking cases, in total, were
filed between 2000 and the 2009 Forest Group decision.”

In 2011, Congress passed the AIA, which, among other things,
revised the false-marking statute to remove the qui tam enforcement
mechanism. Rather than permitting any person to bring a suit for false
marking, only the United States government now has standing to sue
for the penalty authorized in the subsection. Additionally, 35 U.S.C.



§ 292(b) was revised to explicitly enable lawsuits from plaintiffs that
suffer competitive injury resulting from false marking. Further, Con-
gress explicitly stated that the changes apply to all pending and future
cases, instantly stripping most qui tam plaintiffs of any legal standing to
sue under the false-marking statute.

In response to the changes to § 292, plaintiffs with then-pending
false-marking claims made various arguments in hopes of retaining
their legal standing to keep their cases from being dismissed. In Pre-
sidio Components v. American Technical Ceramaics Corp., the
plaintiff argued that Congress did not actually intend the changes to
the false-marking statute to apply to pending cases.' In Brooks v. Dun-
lop Manufacturing the plaintiff attempted to argue that retroactive
application violated the Due Process Clause of the United States Consti-
tution.! The plaintiff in Rogers v. Tristar Products Inc., on the other
hand, argued that retroactive application violated both the Due Pro-
cess Clause and the Takings Clause of the Constitution because qui tam
plaintiffs had a vested property right in the suit in progress.'? Finally,
in Stauffer v. Brooks Bros Group, the plaintiff argued that retroactive
application constituted a constitutionally impermissible pardon granted
by Congress to false-marking defendants.'®

In responding to the argument made by the plaintiff in Presidio,
that Congress didn't actually intend for the false-marking amendments
to be retroactive, the Federal Circuit cited Landgrafv. USI Film Prod-
ucts.* In Landgraf, the Supreme Court held that an act must clearly
indicate its retroactive application. The court concluded that there was
clear intent for the ATA amendment to apply to pending cases, such as
the one it dealt with in Presidio. The court came to its conclusion based
on Congress’s explicit statement that the false-marking amendments in
the ATA “shall apply to all cases, without exception, that are pending on,
or commenced on or after, the date of enactment.”'® On that basis, the
court in Presidio vacated the district court’s judgment in favor of the
qui tam plaintiff as moot.

In Brooks, the Federal Circuit dealt with the argument that retroac-
tive application of the false-marking amendment violated the plaintiff’s
due process rights under the Constitution. The argument put forth by
the plaintiff trying to maintain his qui tam cause of action was that, by
filing suit against the defendant, he entered into a binding contract with
the United States. Under this novel theory, the retroactive elimination
of the qui tam action was a repudiation of the contract, which violated
the plaintiff’s due process rights. The plaintiff relied on a Ninth Circuit
holding that qui tam provisions operate as unilateral contracts, but the
Federal Circuit was not convinced. The court concluded that without
“some clear indication that the legislature intended to bind itself con-
tractually,” the plaintiff’s due process argument was unavailing.

The plaintiff in Rogers took a slightly different tack, arguing that he
had acquired a property right in the suit upon filing it, and Congress’s
elimination of the qui tam action therefore amounted to a taking by
the government. Rogers argued this retroactive application violated his
due process rights. However, the Federal Circuit held that the AIA did
not violate the Takings Clause because, under McCullough v. Virginia,
a property right in a lawsuit does not vest until a “final, unreviewable
judgment” is obtained.!® The court also rejected Rogers’ due process
claim, finding he had not explained how Congress acted irrationally
when it amended the false-marking statute eliminating his claim. In
fact, the court found that Congress had a legitimate justification for the
amendment in attempting to reduce the flood of litigation that com-
menced after Forest Group.

The last argument attempted by plaintiffs hoping to maintain their

pending qui tam actions was that the retroactive elimination of such
suits would amount to an impermissible pardon of false markers by
Congress. This was the argument made by the plaintiff in Stauffer.”
In that case, the court rejected characterization of the amendments as
a pardon, holding that they were more akin to repeal of the law, which
is “an action undoubtedly within Congress’s power.” The court cited
to Landgraf for the proposition that “it has long been held that Con-
gress has the power to repeal a penal provision (whether criminal or
civil) and that such repeals are understood to preclude punishment or
acts antedating the repeal” (internal quotation marks omitted). Since
Congress did not attempt to set aside finalized verdicts in making the
false-marking amendments retroactive, its actions did not constitute an
impermissible pardon.

Finally, after concluding that the AIA applied retroactively to all
pending cases and was not unconstitutional for any of the reasons
argued by plaintiffs, some courts evaluated whether plaintiffs had
standing under the amended false-marking statute of the AIA. Even
though qui tam standing was removed, “a person who has suffered a
competitive injury as a result of a violation” may still pursue a claim
for “recovery of damages adequate to compensate for the injury.” If a
plaintiff satisfied this requirement, some courts allowed the claim to
survive. By contrast, other courts dismissed qui tam claims regard-
less of whether the plaintiff could prove a “competitive injury,” stating
that the plaintiff was free to refile a new false-marking complaint, if
applicable.

The changes to the false-marking statute enacted by the AIA ulti-
mately had the desired effect. Prior to Forest Group, there were, on
average, seven or eight false-marking claims per year. In the two years
between Forest Group and the enactment of the AIA, the average
jumped to approximately 430 cases per year. Following the enactment
of the AIA, the average returned to six or seven claims per year. Addi-
tionally, of the 865 false-marking claims that were filed between For-
est Group and the enactment of the AIA, only about 20 false-marking
claims remained pending one year after the AIA was enacted. Overall,
the AIA resulted in a marked improvement. ®
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