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False Marking Bares Its Teeth: The Federal Circuit Mandates 

Potentially Huge “Per Article” Damages Calculation  

BY ASLAN BAGHDADI AND GABRIEL S. SUKMAN  

After eluding review by the Court of Appeals for the Federal Circuit for decades, a key provision of the 
false marking statute concerning the limits on available damages has finally been considered – with 
arguably devastating consequences for haphazard marking practices. In Forest Group, Inc. v. Bon Tool 
Company, Case No. 2009-1044 (Fed. Cir. 2009), the court held that the false marking statute requires 
courts to impose penalties on a per article basis, overruling various other creative methods of 
calculating damages devised by several district courts. The Federal Circuit also relied upon its holding 
in Clontech Labs. Inc. v. Invitrogen Corp., 406 F.3d 1347 (Fed. Cir. 2005), wherein the “purpose of 
deceiving” element in the false marking statute (quoted below) could be proven under an objective 
standard upon showing that the accused party did not have a reasonable belief that the articles were 
properly marked. 

Any manufacturing or importing company that marks or advertises products it sells in the United 
States as being covered by an issued or pending U.S. patent, when in fact the products are not so 
covered, may be liable for up to $500 for each such product that is falsely marked and sold: 

Whoever marks upon, or affixes to, or uses in advertising in connection with any 
unpatented article, the word “patent” or any word or number importing that the same 
is patented, for the purpose of deceiving the public … [s]hall be fined not more than 
$500 for every such offense. 

35 U.S.C. § 292(a). The statute also provides for a private right of action:  

Any person may sue for the penalty, in which event one-half shall go to the person 
suing and the other to the use of the United States.  

35 U.S.C. § 292(b). In principle, the potential liability arising from such false marking may be huge. 
For example, if a company was to falsely mark and sell one million products, its liability could be as 
high as $500 million, and the person filing the qui tam action would receive a $250 million windfall as 
a result of filing the action. 

Prior to Forest Group, that provision of the patent statute did not appear to give rise to substantial 
liability. For example, some U.S. District Courts were construing the statute as limiting the courts to 
imposing only a one-time fine of no more than $500 for a single continuous offense (A.G. Design & 
Assocs., LLC v. Trainman Lantern Co., 2009 U.S. Dist. LEXIS 8320 (W.D. Wash.) (imposing a single 
fine although 15,000 products had been falsely marked)), while other U.S. District Courts imposed 

January 2010 



 

  2 
 

2 

fines at incremental periods of production of marked products (see, e.g., Icon Health & Fitness, Inc. v. 
Nautilus Group, Inc., 2006 WL 753003 (D. Utah) (imposing a $500 fine for each of 650 weeks of 
violation of the statute)). Under those interpretations of the statute, the false marking provision had 
no teeth because a liability on the order of $500 or even $500 per week may not have a significant 
impact on a company’s bottom line, and would hardly have the deterrent effects that were intended by 
Congress. 

However, the Federal Circuit’s December 28, 2009, decision in Forest Group made clear that the $500 
limit applied to each article sold, such that the potential liability could be huge, as noted above. In 
that decision, Judge Moore ruled in no uncertain terms that the penalty is up to $500 per article sold 
and not $500 per decision to mark, as the district court held, or $500 per week as determined in other 
cases. The court vacated the $500 fine imposed by the lower court and remanded for determinations 
consistent with its newly established rule. 

In her decision, Judge Moore made the following points: 

 Because the courts have discretion to assess the penalty below $500 per article, the concerns 
of those that argue that the penalty could be disproportionately large for inexpensive items 
produced in large quantities is misplaced; courts may simply impose a lesser penalty, for 
example at a fraction of a penny for each such article. Under Judge Moore’s reasoning, for 
example, a court could impose a fine of $0.01 per article for a product that sells for $1.00. 

 By explicitly permitting qui tam actions, the statute encourages members of the public to sue 
on behalf of the government to help control false marking. Because it would be unlikely that 
any qui tam plaintiffs would undertake the enormous expense of patent litigation in order to 
split a $500 fine with the government, a “per decision” construction would render the qui tam 
provision completely ineffective. 

 The marking and false marking statutes exist to give the public proper notice of patent rights. 
Because acts of false marking deter innovation and stifle competition in the marketplace, 
potentially requiring competitors to unnecessarily incur costs in designing around or analyzing 
the validity of the false-marked patents, the statute must be interpreted such that the penalty 
for false marking is an effective deterrent. 

Given the wide range of discretion available to the district courts, it may be difficult at this time to 
predict the effect that the Forest Group decision will have on the amount of fines that may be imposed 
for false marking. Courts may be guided by Judge Moore’s comments, and could determine that the 
amount imposed must be large enough to create an effective deterrent to false marking. Courts may 
also take into account factors such as the degree of culpability of a company found to have falsely 
marked its products, the profitability of the falsely-marked products, or the overall financial condition 
of the company. 

The degree of culpability of a party accused of falsely marking its products will likely play out in the 
context of analyzing the “intent to deceive” element of a § 292 claim, which is established when a 
party acts with sufficient knowledge of the falsity. As set forth in detail in Clontech, the knowledge test 
is objective and allows the factfinder to draw an inference when the marked product is not covered by 
any reasonable interpretation of the patent claims. “An assertion by a party that it did not intend to 
deceive, standing alone, ‘is worthless as proof of no intent to deceive where there is knowledge of 
falsehood.’” Forest Group, 2009-1044 at 6 (citing Clontech, 406 F.3d at 1352). 
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In Forest Group, the lower court found that Forest acquired the requisite knowledge of false marking 
only after receiving two claim construction orders and two summary judgment orders of non-
infringement in two different cases, given the relative lack of sophistication in patent law of the 
individuals involved. On review, the Federal Circuit left the district court’s factual finding intact, 
affording it deference under a clearly erroneous standard of review, but suggested that they might 
have found knowledge at an earlier date in view of the various indications suggesting that Forest’s 
product was not covered by the patent at issue. In any event, the Federal Circuit reaffirmed the 
Clontech holding that effectively imposes upon marking parties the obligation to maintain a continuous 
good faith rationale for its marking practices.  

Together, the Clontech and Forest Group decisions have put teeth into the false marking statute. This 
makes it highly advisable for manufacturing or importing companies that sell large quantities of 
products in the United States to establish a practice of routinely auditing the patents listed on their 
products, to remove any patent numbers for patents that have expired,1 and to make sure that each 
patent listed on the products contain at least one claim that they, in good faith, believe covers the 
article marked with that patent number. The risk arising from not removing patent numbers for 
expired patents is particularly high, since a potential qui tam plaintiff would only need to note that a 
product is marked with an expired patent to have a basis for filing an action for false marking. 
Potential qui tam plaintiffs could thus stroll down the aisles of retail outlets, pick up products that are 
sold in large quantities, and note whether they are marked with expired patents. Such plaintiffs would 
develop bases for potentially lucrative lawsuits without even owning any patents, or having to do any 
analyses other than determining that certain articles are marked with an expired patent number. 

 

  

If you have any questions concerning these developing issues, please do not hesitate to contact any of 
the following Paul Hastings Washington, D.C. lawyers: 

Aslan Baghdadi  
202-551-1708 
aslanbaghdadi@paulhastings.com 
 
 

Gabriel S. Sukman 
202-551-1951 
gabrielsukman@paulhastings.com 

 

 
1 See Pequignot v. Solo Cup Co., 540 F. Supp. 2d 649 (E.D. Va. 2008) (construing the statutory phrase, “unpatented 

article,” to include an article for which a once valid patent has expired). 
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