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SPRING SEMINAR 

March 26, 2001, MICHIGAN STATE BAR INTELLECTUAL PROPERTY SECTION 
SPRING SEMINAR. (Kellogg Center in East Lansing, Michigan). The seminar will feature a 
review of the recent U.S.P.T.O. patent rule changes, including an introduction to the new 
electronic filing system (EFS) by Hiram Bernstein, Senior Legal Advisor, Special Program Law 
Office, of the U.S.P.T.O. The Patent Office presentation will be followed by concurrent sessions: 
"Update on Inequitat!le Conduct" presented by John Gatz, Jenkins & Gilchrist, Chicago; and 
"Trademarks: An update on Domain Names" by Sheldon Klein of Arent Fox, Washington, DC. 
The luncheon speaker is Judge David McKeague from the Michigan U.S. District Court, Western 
District who will address "Case Management Approach in IP Litigation." After the luncheon, 
Elaine McChesney of Sidley & Austin of Chicago will provide a presentation on "Technology 
Licensing." The last session "Defensive Strategies with Respect to Patents Asserted in Patent 
Infringement Litigation" will be presented by Jeffrey Sheldon of Sheldon & Mak of Pasadena, 
California. The registration fee for the seminar is $50.00. Credit Cards are not accepted. 
Registration must be received by March 5, 2001. For !)lore information, please contact: Sharon 
K. Severance, Dow Corning Corporation, 2200 Salzburg Road, Midland, MI 48686-0994, Phone: 
(517) 496-8120, Fax: (517) 496-6354, email: sharon.severance(dldowcorning.com or Steven L. 
Underwood, Price, Heneveld, Cooper, DeWitt & Litton, 695 Kenmoor SE, Grand Rapids, MI 
49501, Phone: (616) 94.9-9610, Fax: (616) 957-8196, email: sunderwood@priceheneveld.com. 
The registration form is available on our website at www.michbar.org (select Members Resources: 
Committees, Sections, Task Forces: Intellectual Property Section). 

PTO WORKSHOP 

The IPLS will be hosting two, 2-day PTO workshops on the Patent Electronic Filing 
System (EFS) and the new rules. These workshops will be beneficial to not only the patent 
practitioner but also to administrative assistants and paralegals. You will be able to register for 
one or both days of the workshop. The first of these sessions will be held on May 14th and 15th, 
2001 at the Amway Grand in Grand Rapids. The second session will be held on May 17tb and 
18th, 2001 in a location to be determined in a northern Detroit suburb (e.g. Auburn Hills). More 
information on how to register, costs and exact times and locations will be forthcoming or watch 
our web site at www.michbar.org (select Members Resources: Committees, Sections, Task 
Forces: Intellectual Property Section). 

SUMMER WORKSHOP 

The 2001 SUMMER WORKSHOP is scheduled for July12-14 at the Grand Hotel on Mackinac 
Island. More information will be forthcoming in the next Proceedings. 

A VIEW FROM THE CHAIR 

by Norm Sims 

I became a lawyer because I believed the legal profession is an honorable profession. Histori
cally, lawyers were viewed as community leaders who provided a civilized means for resolving 
and preventing human disputes in an ethical and moral manner. In the latter half of the 20th 
century the reputation of the legal profession has become tarnished. I perceive that several 
factors have contributed to this. There is an apparent Jack of civility in today' s society in general, 
and this impacts how many members of the legal profession conduct their practices. Historically, 
most lawyers used high standards of ethics and morality to determine whether or not it would be 
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A VIEW FROM THE CHAIR 
continued from page 1 . 

appropriate to take on certain clients and their causes 
and how to conduct their handling of client matters. More 
recently ethics and morality seems to have been 
replaced with a win-at-all-cost attitude. Lawyers tend to 
follow the letter of the law but not the spirit of the law. 
Competition has caused some attorneys to be unwilling to 
turn away clients regardless of the merits or social 
consequence of the clients' claims or pursuits. Recent 
articles in the Bar Journal by Tom Ryan, the President of 
the State Bar have highlighted the role of civility in the 
practice of law and the role oflawyers as counse1ors. He 
points out these are issues we in the Bar can improve 
upon I agree with and support his position anabelieve 
that public support of his position is necessary. 

I chose to practice Intellectual Property Law because 
I felt it was a positive legal practice. The Intellectual 
Property Bar is not immune to the forces described above, 
and members of the Intellectual Property Bar can act in a 
way that do not reflect well on the legal profession as a 
whole. Nevertheless, because of the nature of our 
practice, and the ethics with which we must practice, the 
Intellectual Property Bar is in a unique position to 
provide leadership with respect to these issues. We can 
conduct our practices with civility and use ethics and 
morality as a compass in deciding what matters we take 
on and the manner in which we conduct our practice. We 
can set an example for other members of the Bar by the 
way in which we practice law and actively encourage the 
lawyers to practice law in a civilized, ethical and moral 
manner. We can correspond with opposing counsel in a 
civil, ethical and moral manner; not berate or harass our 
opponents or their clients; use civil telephone and 
writing etiquette and conduct ourselves in a civilized 
fashion in meetings with opponents and clients. With 

respect to litigation matters, we can show appropriate 
respect for judges, conduct our arguments and exami
nations in a civilized manner and present our arguments 
in a fashion consistent with our ethical and moral views. 
When addressing issues of ethics, we should put the 
spirit behind the ethical obligations into practice rather 
than acting with a begrudging compliance of the ethical 
rules. Furthermore, we should not tolerate uncivilized 
behavior from opposing counsel and other lawyers that 
we deal with; We should make it clear to opposing 
counsel that this reflects badly on them personally 
and the rest of the Bar and demand that they act in a 
civilized and a moral manner. --

By practicing law in a civilized, moral and ethical 
manner, we can have a positive impact on the percep
tion of the Intellectual Property Bar and the Bar 
generally. I challenge you to make whatever efforts you 
can do to demonstrate the positive impact that we as 
lawyers can have in our society. 

this diversion of fees and allow the U.S. Patent 
Office to sufficiently perform its important function. 

When politicians, in order to get elected, are 
arguing on how to split up the present government 
surplus, it is shortsighted and potentially damaging 
to the economy to divert fees from the U.S. Patent 
Office. This puts the technology of our future at risk 
as a result of the uncertainty created when the U.S. 
Patent Office is unable to perform its responsibilities 
in a efficient and quality manner. It is time to put 
politics aside and invest the necessary resources in 
our future to make sure that the patent system is run 
in a quality and efficient manner. 

NEWS FROM THE COUNCIL 

Council Meetings 

The council reminds the membership that all 
section members are invited to attend Council meetings. 
Council meetings are generally held on the first 
Thursday of each month at 9:30 a.m. Due to renovation of 
the State Bar Building, meeting locations vary. Please 
contact a Council member for location if you plan on at
tending. Dates and locations for upcoming meetings are 
listed in the IPLS Planning Calendar in each issue of 
Proceedings. 

Submission to Proceedings 

Articles of interest to the membership are actively 
solicited for publication in this newsletter. If you have 
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recently researched a topic of interest to our member
ship please consider a submission. Submissions 
should be sent directly to the editor: Sharon K. 
Severance, c/o Dow Corning Corporation, 2200 W. 
Salzburg Rd., Auburn, MI 48611 or e-mail to • 

sharon.severance@dowcorning.com. 

IPLS Web Page 

We encourage you to visit us on the web at 
www.michbar.org/sections/ (select Intellectual Property) 
for information on IPLS, upcoming events, and copies of 
presentations from our spring seminars. 
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IPLS PLANNING CALENDAR 

WHAT WE'VE DONE ... WHAT WE'LL DO 

9/20/2000: Annual Meeting, Cobo Hall, Detroit 
10/5/2000: Council Meeting, Lansing 
11/2/2000: Council Meeting, Lansing 
12/7/2000: Council Meeting, Lansing 
1/4/2001: Council Meeting, Lansing 
2/1/2001: Council Meeting, Lansing 
3/1/2001: Council Meeting, Lansing 

3/26/2001: Spring Seminar, Kellogg Center, E. Lansing 
5/14-15/2001: PTO Workshop, Amway Grand, Grand Rapids 
5/17-18/2001: PTO Workshop, Location TBD 
7/12-14/2001: Summer Workshop, Mackinac Island 

9/12/2001: IPLS Session at the Annual Meeting, Lansing 
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PRICELINE.COM vs. MICROSOFT 

IS THE SKY l<i\LLING OR IS IT JUST A PASSING STORM? 

by Proprietary Rights Committee 

Computer Law Section 
State Bar of Michigan 

Chairman 

David R. Syrowik 
Brooks & Kushman P.C. 
-Southfield, Michigan 

Committee Members 

Mitchell A. Good kin 
William M. Hanlon,Jr. 

Ronald M. Nabozny 
Paul]. Raine 

I. INTRODUCTION 

On October 13, 1999, priceline.com ("Priceline") filed 
a complaint in the United States District Court for the 
District of Connecticut alleging that Microsoft 
("Microsoft") and Expedia ("Expedia"), a subsidiary of 
Microsoft, infringe Priceline's U.S. Patent No. 5, 794,207 
(hereinafter "the '207 patent", see Appendix A) by 
operating the defendants' "Hotel Price Matcher" ser
vice, and that tbe defendants' conduct toward Priceline 
violated the Connecticut Unfair Trade Practices Act. In 
the lawsuit, Priceline is seeking declaratory relief, 
permanent injunctive relief, and actual and punitive 
damages. priceline.com Incorporated v. Microsoft Corpo
ration and Expedia, Inc., Case No. 399CV1991 (AWT). 

Shortly thereafter, in the November 8, 1999 issue of 
the WALL STREET JouRNAL, an article appeared entitled 
"Battles Over Patents Threaten to Damage Web's Inno
vative Spirit." The author quoted JayS. Walker, founder 
of Priceline and one of the inventors named on the '207 
patent, as follows: "The sky isn't falling" and "[t]he 
system self-regulates." The author also cited Harvard 
Law School Professor Lawrence Lessig for the proposi
tion that such patents are "ridiculous." 
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State Bar of Michigan 
65th Annual Meeting 

September 20th, 200.0 
Detroit, Michigan 

Subsequently, in the March 12, 2000 issue of THE 
NEw YoRK TIMES MAGAZINE, in an article entitled "Patently 
Absurd," the well-known author James Gleick went a 
step further by stating that such patents were "being 
applied to thoyghts and ideas in cyberspace. It's a ridicu
lous phenomenon, and it could kill e-commerce." Gleick 
also quoted Professor Lessig as saying "This is a 
disaster" and "[i]t is the single greatest threat to innova
tion in cyberspace." 

In another article entitled "Software Patents Tangle 
the Web" published in the March/April 2000 issue of 
TECHNOLOGY REVIEW, the author offered the following 
quotes: 

"The Patent Office is issuing patents for 
blindingly obvious things." 

American University law professor fames .Boyle 

uwe are going to do the best job we can, just as 
we have with e'Cery technology that has blown 
onto the scene." 

PTO Commissioner Q. Todd Dtckinson 
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"No matter how bogus they may seem, patents 
can be powerful weapons." 

Patent commentator Greg Aharonian 

This public debate about business software patents 
is not just an academic exercise. The january-February 
2000 issue of the HARVARD BuSINESS REVIEW contained an 
excerpt from a recent book by Rivette and Kline entitled 
"Discovering New Value in Intellectual Property". The 
excerpt includes a quote by Richard Thoman, the new 
CEO of Xerox: 

"My focus is intellectual property. I'm convinced 
that the management of intellectual J11'Qperty is 
how value added is going to be created at Xerox. 
And not just here, either. Increasingly, compa
nies that are good at managing IP will win. The 
ones that aren't will lose." 

The author goes on to state that: 

" ... the strategic management and use of patents 
can significantly enhance a company's success 
in three broad ways: by establishing a propri
etary market advantage, by improving financial 
performance, and by enhancing overall competi
tiveness." 

With specific reference to the Priceline patent 
infringement suit against Microsoft, the authors suggest 
that that suit is an example of how one company estab
lishes a proprietary market advantage by using a patent 
"as a shield to keep rivals at bay." 

Just to make things just a little more complicated, 
intellectual property is becoming an increasingly impor
tant component in corporate transactions and financing. 
For example, look at the !PO's of Internet-based 
companies whose chief or only assets are their ideas or 
computer-implemented business models. Priceline's 
"business processes - both present and future - were 
based in part" on its portfolio of issued patents and 
pending patent applications as recited in its complaint 
against Microsoft. 

Not one to remain quiet in this debate, the 106th 
Congress, during its First Session, enacted the "First 
Inventor Defense Act of 1999," codified at 35 U.S.C. 
§ 273, which provides a limited defense to a defendant 
accused of infringing a business method patent under 
certain circumstances. 

Not to be outdone, as reported in the March 29, 2000 
issue of THE WALL STREET JoURNAL, the U.S. Patent and 
Trademark Office is overhauling the way it reviews 
applications for many on-line practices, and will now 
require a broader search of past practices and inventions 
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before awarding patents. Examiners reviewing applica
tions in the business-method area will now have to follow 
new procedures, including searching on-line databases 
for similar technological ideas. 

In view of the above, the Proprietary Rights Commit
tee of the State Bar of Michigan's Computer Law Section 
decided to enter the fray. After first reviewing "A Little 
History" in Section II of this report so that it wouldn't be 
"condemned to repeat it," in Section III the Committee 
seeks to determine "what all tbe shouting is about" by 
defining the invention to which the '207 patent claims 
protection. The Committee concludes that perhaps the 
protected invention is not so broad after all. For example, 
the protected invention does not appear to cover." digital 
cash., 

II. A LITTLE HISTORY 
INCLUDING A LITTLE PATENT LAW 

A Patentable Subiect Matter 

35 U.S.C. § 101 sets out four main categories of 
technical subject matter for which utility patents can be 
granted. These are "process, machine, (article o(] manu
facture, or composition of matter," usually termed "the 
statutory classes." It had long been accepted that a 
"method of doing business" did not fall within any of the 
statutory classes. But that exception was laid to rest in 
State Street Bank & Trust Co. v. Signature Financial 
Group, Inc., 149 F.3d 1368,47 USPQ2d 1596 (Fed. Cir. 
1998), cert. denied, 119 S.Ct. 851 (1999). 

However, as pointed out by Professor Roberta]. 
Morris of the University of Michigan Law School in her 
materials, "Business Method Patents: Old or New, Good 
or Bad?", presented at the PLI CoNFERENCE: PATENTING 
THE NEw BusiNEss MoDEL, New York City, February 9, 
2000, this "black letter law" was really based on "lore," 
not on the law. 

Professor Morris indicated that the Patent and 
Trademark Office has in fact been issuing such business 
method patents for a long time. Professor Morris con
cluded that like other new technologies ofthe past, given 
time to develop good prior art databases (including those 
on the Internet) and a group of examiners with sufficient 
expertise in the business method patent area, the Patent 
Office would be up to the task of issuing "good" business 
method patents. 

In February, 1991, the League for Programming 
Freedom and others were calling for the abolition of 
patents for software-related technologies. This Commit
tee published a report entitled "SuRVEY OF U.S. BusiNESS 
SoFTWARE PATENTS: PosT-DIEHR THROUGH DECEMBER 1990" 
in September 1991, which identified 206 business method 
patents which the Patent office issued in the 1981-1990 
time frame. -
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The validity of one of the patents identified by the 
Committee (U.S. Patent No. 4,346,442, the Merrill-Lynch 
Cash Management Account (CMA) patent) was the sub
ject of the lawsuit Paine, Webber, jackson & Curtis, Inc. v. 
Merrill, Lynch, Pierce, Fenner & Smith, Inc., 556 F.Supp. 
1358 (D.Del. 1983). In that case, the patent withstood 
the defendant's validity attack based on non-statutory 
subject matter under 35 U.S. C.§ 101. 

Coincidentally, one of the patents cited by the Patent 
Office during prosecution of the Priceline '207 patent
U.S. Patent No. 4,903,201 to Wagner- was identified by 
the Committee as being a "pure" business software 
patent. In other words, it was a patent which "specifically 
disclosed and claimed software used to effectua!i; a busi
ness activity." In the conclusion· of its 1991 report, this 
Committee stated that "[t]he patentability of business 
software is now firmly established." 

In view of the above, it's difficult, at least from an 
intellectual property lawyer's point of view, to get overly 
excited about the current debate over business software 
patents. 

B. It's the Claims! 

The "claims" (i.e., the numbered paragraphs) ap
pearing at the end of a patent describe an invention and 
recite all features necessary to distinguish the new 
invention from what is old. See, 35 U.S.C. § 112. This 
means that the claims must define the "invention" in 
such detail that the world of prospective infringers are 
on notice as to what the claimed subject matter is; that is, 
what is forbidden territory and what is open. In other 
words, the claims define the boundaries of an invention 
much like the description of property in a deed defines 
the boundaries of real estate. Claims, however, cannot be 
interpreted in a vacuum. An accurate reading of claims 
must be done in the context of the specification of the 
patent by someone skilled in the invention's technology. 
Indeed, because the examination and interpretation of 
patents are a complex amalgam of science and patent 
law, one needs a specially trained "surveyor" and not a 
mere "pundit" to define the metes and bounds for the 
protection granted in the patent. While the pundits are 
good at grabbing one's attention, they are not necessar
ily good at defining the legal rights conveyed in a patent. 

The complexity associated with the interpretation of 
patent claims is often brought out during litigation in 
"Markman" hearing (i.e., Markman v. Westview Instru
ment, Inc., 52 F.3d 967 (Fed. Cir. 1995) (en bane}, aff'd, 
517 U.S. 370 (1996)) which can be "mini-trials" which 
extend over several days and generate extensive 
evidentiary records. 

wro ascertain the meaning of, or construe, patent 
claims, the intrinsic evidence of record should be consid-
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erect first, i.e., the patent itself, including the claims, the 
specification and the prosecution history." Vitronics Corp. 
v. Conceptronic, Inc., 90 F.3d 1576, 1582 (Fed. Cir. 1996). 
"For claim construction purposes, the [specification] 
description may act as a sort of dictionary, which 
explains the invention and may define terms used in the 
claims." Markman, 52 F.3d at 979. "[l]it is only fair (and 
statutorily required) that competitors be able to ascertain 
to a reasonable degree the scope of the patentee's right 
to exclude." Markman, 52 F.3d at 978. 

Ill. CONSTRUING THE '207 PATENT 

A The Independent Claims ofthe '207 Patent 

Independent claims 1 and 12 of the '207 patent are 
set forth below. 

1. A method for using a computer to facilitate a 
transaction between a buyer and at least one of 
[sic] sellers, comprising: 

• inputting into the computer a conditional 
purchase offer which includes an offer price; 

inputting into the computer a payment iden
tifier specifying a credit card account, the 
payment identifier being associated with the 
conditional purchase offer; 

• outputting the conditional purchase offer to 
the plurality of sellers after receiving the 
payment identifier; 

inputting into the computer an acceptance 
from a seller, the acceptance being respon
sive to the conditional purchase offer; and 

pr-oviding a payment to the seller by using 
the payment identifier. 

12. An apparatus for facilitating a transaction 
between a buyer and at least one of a plurality of 
sellers, comprising: 

a storage device; and 

a processor connected to the storage de
vice, the storage device storing a program 
for controlling the processor; and 

• the processor operative with the program to 
receive a conditional purchase offer which 
includes an offer price; 

receive a payment identifier specifying a 
credit card account, the payment identifier 
being associated with the conditional pur
chase offer; 
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• make the conditional purchase offer avail
able to the plurality of sellers after receiv
ing the payment identifier; 

• receive an acceptance from a seller, the 
acceptance being responsive to the condi
tional purchase offer; and 

• provide payment to the seller by using the 
payment identifier. 

As noted above, both claims 1 and 12 require "a 
payment identifier specifying a credit card account 
wherein the payment identifier is assocjated with a 
conditional purchase offer." Subsequently, payment is 
provided "to the seller by using the payment identifier." 

Independent claims 23 and 34 of the '207 patent 
read as follows: 

23. A method for using a computer to facilitate a 
transaction between a buyer and at least one of a 
plurality of sellers, comprising: 

• inputting into the computer a conditional 
purchase offer which includes an offer price; 

inputting into the computer a payment 
identifier specifying a financial account, the 
payment identifier being associated with the 
conditional purchase offer; 

• outputting to the buyer a request for autho
rization to use the payment identifier to 
provide a payment [it] if an acceptance is 
received; 

inputting into the computer authorization 
from the buyer in response to the request; 

• outputting the conditional purchase offer to 
the plurality of sellers after receiving the 
payment identifier; 

• inputting into the computer an acceptance 
from a seller, the acceptance being respon
sive to the conditional purchase offer; and 

• providing the payment to the seller by using 
the payment identifier. 

34. An apparatus for facilitating a transaction 
between a buyer and at least one of a plurality of 
sellers, comprising: 

OU L I · d 

a storage device; and 

a processor connected to the storage de
vice, the storage device storing a program 
for controlling the processor; and 

the processor operative with the program to 
receive a conditional purchase offer which 
includes an offer price; 
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receive a payment identifier specifying a 
financial account, the payment identifier 
being associated with the conditional 
purchase offer; 

output to the buyer a request for an authori
zation to use the payment identifier to pro
vide a payment if an acceptance is received; 

receive the authorization from the buyer in 
response to the request; 

transmit the conditional purchase [otter] 
offer to the plurality of sellers after receiv
ing the payment identifier; 

receive an acceptance from a seller, the 
acceptance being responsive to the trans
mitted conditional purchase offer; and 

provide the payment to the seller by using 
the payment identifier. 

As noted above, both claims 23 and 34 require "a 
payment identifier specifying a financial account" 
wherein the payment identifier is "associated with the 
conditional purchase offer." Note the payment identifier 
need not specify a credit card account as in tbe case of 
claims 1 and 12. Also, both claims require "output to the 
buyer a request for authorization to use the payment 
identifier" and reception of "the authorization from the 
buyer." As in the case of claims 1 and 12, subsequently, 
payment is provided "to the seller by using the payment 

identifier." 

B. The Specification and Drawings of the '207 Patent 

Figure 13 of the '207 patent illustrates an exem
plary payment method of the invention. Block 1315 
of Figure 13 states that the method of payment may 
include a "credit card number" or a "bank account 
number.Jl 

The text of the '207 patent associated with Figure 
13, entitled "Payment Preferences," is located at columns 
20 and 21 of the '207 patent and is reproduced below: 

Payment Preferences 

FIG. 13 illustrates a protocol in which central 
controller 200 establishes buyer account 297. At 
step 1300, the buyer selects his preferred 
method of payment. Preferred methods might 
include credit cards, personal checks, electronic 
funds transfer, digital money, etc. At step 1310, 
the buyer transmits payment data correspond
ing to his preferred method of payment to 
central controller 200. As indicated by box 1315, 
such payment data mightinclude credit tard 
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number or bank account number. These pay
ment methods are meant to be merely illustra
tive, however, as there are many equivalent 
payment methods commonly known in the art 
which may also be used. If the buyer wants to 
pay by credit card, for example, payment data 
would include his credit card account number, 
expiration date, name of issuing institution, and 
credit limit. For electronic funds transfer, pay
ment data includes the name of the buyer's bank 
and his account number. At step 1320, central 
controller 200 stores payment data and pay
ment preferences in payment database 285. 

At step 1330, central controller 200 establishes 
buyer account 297 which either stores money 
transferred by the buyer or serves as a pointer 
to an account of the buyer outside the system. 
For buyers using credit cards, for example, buyer 
account 297 contains the credit card number, 
expiration date, and name of issuing institution. 
Buyers could also transfer money to central 
controller 200 to be stored in buyer account 297, 
which would operate like a conventional check
ing account. Central controller 200 would send a 
check to the seller written on buyer account 
297. Alternatively, central controller 200 could 
electronically move the funds directly from 
buyer account 297 to seller account 298. At step 
1340, central controller 200 contacts the bank or 
card issuer to confirm that funds are available. 
A buyer is thus unable to use a credit card with. 
no credit available to establish buyer account 
297. 

The above protocols may be similarly applied to 
sellers, allowing for the creation of seller account 
298. The primary difference being that seller 
account 298 is primarily used for deposits, with 
money flowing from seller to buyer in the case of 
deposit returns or refunds when the buyer does 
not find the received goods acceptable. Verifi
cation of funds available is therefore not as 
important for sellers. 

Although the on-line embodiment describes a 
protocol in which central controller 200 trans
mits credit card information to the seller for 
processing, there are of course many payment 
protocols under which payment may be trans
ferred from buyer to seller. In one embodiment, 
processing the credit card is performed by 
central controller 200, not the seller. Central 
controller 200 looks up the credit card number 
of the buyer in payment database 285. This credit 
q1rd number is transmitted to payment processor 
230. Payment processor 230 contacts the credit 
card clearinghouse to get an authorization 
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number. The billable amount appears on the 
credit card statement of the buyer in his monthly 
statement. The clearinghouse posts this amount 
to seller account 298. Central controller 200 
updates payment database 285 to indicate that 
payment has been made. Central controller 200 
could also arrange for payment to be made 
directly between buyer and seller by providing 
payment information to each party. The buyer, 
for example, might receive the checking account 
number of the seller. Account information could 
also be embedded into CPO 100 and seller 
response 110, allowing buyer and seller to 
complete payment once they each had a copy of 
CPO 100. 

Another method of payment involves procedures 
using digital cash. Central controller 200 looks 
up the buyer's electronic delivery address in 
payment database 285. This address is trans
mitted to payment processor 230, with the digital 
cash being downloaded from the buyer. Central 
controller 200 updates payment database 285 to 
indicate that payment has been made. This 
address might be an electronic mail address if 
the digital cash is to be transferred by electronic 
mail, or it could be an Internet Protocol address 
capable of accepting an on-line transfer of digital 
cash. This electronic delivery address is sent to 
payment processor 230. The digital cash is down
loaded to seller account 298 or directly to the 
seller. Central controller 200 then updates pay
ment database 285 to indicate that payment has 
been made. Using these digital cash protocols, it 
is possible for the buyer to include payment 
along with CPO 100 in electronic form. 

The practice of using digital cash protocols to 
effect pay,;,ent is well known in the art and need 
not be described here in detail. For reference, 
one of ordinary skill in the art may refer to Daniel 
C. Lynch and Leslie Lundquist, Digital Money, 
John Wiley & Sons, 1996; or Seth Godin, Pre
senting Digital Cash, Sams Net Publishing, 1995. 

Also, the Summary of the Invention portion of the 
Priceline '207 patent at column 9, lines 33-44, provides: 

Various methods of payment may be utilized by 
the invention, including credit cards, personal 
checks, electronic funds transfer, debit cards, 
and digital cash. The payment system may also 
involve the use of an escrow account associated 
with the buyer wherein funds advanced by the 
buyer to cover the purchase of a desired good 
can be kept pending acceptance by a qualified 
seller. Moreover, the timing of payment to the 
seller can be varied. The se~r can be paid. 
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immediately after the seller accepts the CPO or 
payment can be delayed until after the seller 
performs his obligations under the contract. 

As previously noted, the title of the '207 patent is 
"Method and Apparatus for Cryptographically Assisted 
Commercial Network System Designed to Facilitate 
Buyer-Driven Conditional Purchase Offers." Also, 
Figures 2, 3, 4, 14, and 15 all describe the use of a 
cryptographic processor and a cryptographic key data
base, both of which one might assume would be required 
components of the invention of the Price line '207 patent. 

However, as noted above, none of the inde{lendent 
claims 1, 12, 23 or 34 includes a crypto~phic system 
limitation. It is somewhat ironic that {latents in the busi
ness software art often are criticized because their titles 
are too broad. Here, the title of the '207 patent is actually 
too narrow because of its inclusion of the word "crypto
graphically." 

The Abstract of the '207 patent states (emphasis 
added): 

The present invention is a method and appa
ratus for effectuating bilateral buyer-driven 
commerce. The present invention allows pro
spective buyers of goods and services to 
communicate a binding purchase offer globally 
to potential sellers, for sellers conveniently to 
search for relevant buyer purchase offers, and 
for sellers {lOtentially to bind a buyer to a con
tract based on the buyer's purchase offer. In a 
preferred embodiment, the apparatus of the 
present invention includes a controller which 
receives binding purchase offers from pros{lec
tive buyers. The controller makes purchase 
offers available globally to potential sellers. 
Potential sellers then have the option to accept a 
purchase offer and thus bind the corresponding 
buyer to a contract. The method and apparatus 
of the present invention have applications on 
the Internet as well as conventional communi-

None of the independent claims 1, 12,23 or 34 of the 
'207 patent are broad enough to cover "conventional 
communication systems such as voice telephony." How
ever, the purpose of a patent abstract is to enable the 
Patent and Trademark Office and the public generally ~o 
determine quickly from a cursory inspection the nature 
and gist of the technical disclosure, and not for inter
preting the scope of the claims. See, 37 C.F.R. § 1. 72(b). 

One could also reasonably expect that the following 
.statement that appears in the '207 patent specification at 
column 8, lines 18-21, could be relied upon to interpret 
the claims: "Another object of the present invention is to 
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show how all or part of the system can be {lracticed using 
non-electronic means such as printed media or adver
tisements in news(lapers." However, as noted above this 
is not the case since the claims are much narrower. 

Even in the Summary of the Invention portion of the 
'207 patent at column 8, lines 57-61, it is stated that 
"[t]he buyer then attaches a user identification to the 
CPO and transmits the CPO to the central controller. 
Under the {lresent invention, the CPO may be trans
mitted via numerous means including a world-wide-web 
interface, electronic mail, voice mail, facsimile, or {lostal 
mail." However, again the claims are much narrower in 
scope. 

Furthermore, as noted in column 10, lines 17-21, 
"[a]nother embodiment of the present invention does not 
require a transfer of money from a buyer to a seller. 
Instead, the system may be used to consummate a 
contract involving an exchange of goods, services, or 
other non-monetary consideration." Again, the claims of 
the patent are much narrower than one might expect 
from various statements which appear in the patent. 

C Prosecution History o{the '207 Patent 

As previously mentioned, not only the patent's speci
fication but also the prosecution history of a patent is 
important to ascertain the meaning of the patent's claims. 
The application resulting in the '207 patent was filed on 
September 4, 1996 and contained 96 claims. The patent 
Examiner initially rejected all 96 claims in an Office 
Action dated August 25, 1997. In response, the appli
cants' attorney filed an Amendment canceling pending 
claims 1-96 and adding new claims 97-113. Each of the 
new independent claims required the input of "a 
payment identifier specifying a financial account, the 
payment.identifier being associated with the conditional 
purchase offer." In the "Remarks" section of this Amend
ment, the Applicants' attorney stated that "the buyer's 
purchase offer has an associated payment identifier, 
such as a credit card number, S{lecifying a financial 
account for.paying the buyer's specified price if the offer 
is acceptable." The Applicants' attorney also stated that 
"a seller conveniently receives payment via the pay
ment identifier in exchange for accepting the conditional 
purchase offer." 

In addition, applicants' attorney argued that a 
"significant advantage" of the invention was "the inclu
sion of a {layment identifier to provide sellers a reason
able assurance that the buyer was willing to commit to a 
sale." The attorney further represented that "such an 
assurance was not provided in other buyer-driven com
merce systems known to the Applicants." 

After a tele{lhone interview between the Examiner 
and Applicants' attorney on March 16, 1998, the-aftorney 
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filed a second Amendment which further amended inde
pendent claims 1 and 12 to expressly state that the 
payment identifier specifies a credit card account which 
is input into a computer. In other words, the financial 
account is limited to a credit card account. However, in 
independent claims 23 and 34, the financial account is 
not so limited. Rather, these claims were amended to 
require the additional step of outputting to the buyer a 
request for authorization to use the payment identifier to 
provide payment if acceptance was received. 

In the remarks accompanying the second Amend
ment, the applicants' attorney indicated that it _was the 
Examiner who suggested the aforementioned amend
ments to independent claims 1, 12, 23 and 341:Ll.avoid a 
rejection in light of the Examiner's interpretation of prior 

art financial trading systems. 

IV. CONCLUSION 

With respect to the Priceline '207 patent, it appears 
to he limited to the use of a credit card as a payment 
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identifier (i.e. claims 1 and 12) or the need for a "request 
for authorization" from a buyer (i.e. claims 23 and 34). 
Presumably, most real commercial transactions would 
not require such authorization. Consequently, at least at 
the present time, the only practical invention covered by 
the patent is one in which credit cards are used. How
ever, such credit card transactions are covered by claims 
1 and 12 in a fairly broad manner. 

The '207 patent itself seems to point out how to 
avoid using a "financial account" and, consequently, avoid 
infringement. The '207 patent discusses an anonymous 
form of payment - that is, electronic or digital cash. 
Also, non-monetary transactions such as "barter" are 
discussed. 

While good at getting one's attention, the pundits' 
"rush to judgment" about the patent system, including 
business method patents like the Priceline '207 patent, 
must be tempered. Such tempering must be done with 
not only a view to history, but also the actual legal rights 
conveyed in a patent- the claims. 
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IPLS ACTIVITIES 

SPRING SEMINAR 

The 2001 Michigan State Bar Intellectual Property Section SPRING SEMINAR is 
scheduled for March 26, 2001 and will be held at the Kellogg Center in East Lansing, 
Michigan. Registration forms will be mailed out early next year and will also be available on 
the Michigan State Bar web site (www.michbar.org). Our tentative schedule includes an 
update on patent jl.t:actice by a representative from U.S.P.T.O. and also by a J!_rivate 
practitioner. We also have planned concurrent sessions on a trademark law update and an 
update on confidentiality. A lunch and reception is schedule between 12:15 and 2:00PM, 
which we anticipate will be followed by topics including an update on the effects and reach 
of file history estoppel under recent federal circuit case law; a litigator's perspective on 
the dos and don'ts of writing a patent application; how to handle obviousness rejections; 
alternatives to utility patent protection; and an update on inequitable conduct. We also plan 
on having a break-out session for student attendees on career paths in intellectual property 
law. If you have any suggestions for topics that you would like to see presented please 
contact an IPLS Council Member. The registration fee for the seminar is $50.00. More 
information will be forthcoming in the next Proceedings. 

SUMMER WORKSHOP 

The 2001 SUMMER WORKSHOP is scheduled for julyl2-14 at the Grand Hotel on 
Mackinac Island. More information will be forthcoming in the next Proceedings. 

A VIEW FROM THE CHAIR 

by N orm.Sims 

I want to thank you for the opportunity to serve as the Chairperson of the Intellectual 
Property Law Section of the State Bar of Michigan. There is a great deal of dedication and 
talent among the members of the council, and for this reason I look forward to a great year. 
We plan to provide effective leadership and programs that can benefit all practitioners of 
intellectual property law. In order to fully capitalize on this opportunity we need your 
assistance. We need you to tell us how we have done, how we are doing and how we can 
improve. You can do this by filling out the evaluation forms at our programs and by 
contacting us with your comments and ideas. I can be contacted at 248/391-6455, by 
telefax at 248/391-6550 and by e-mail at nlsims@dow.com. I look forward to hearing'from 
you with your comments and suggestions. If you would like to contact other members of 
the section, their phone numbers and e-mail addresses can be found in our council roster 
which is available on our webpage; at the internet address of http://www.michbar.org, 
choose the Sections link and select the Intellectual Property Section page. Our webpage 
also contains a calendar of events, minutes from the council meetings, selected papers 
from past seminars and registration forms for the seminars that we sponsor. In addition, 
all members of the Intellectual Property Law Section are welcome to attend our council 
meetings. Our council meetings are scheduled for the first Thursday of every month. You 
can confirm the time and place by contacting me. 

continued on p&gC--2 . 
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A VIEW FROM THE CHAIR 
continued from page 1 . . 

On October 19, I had the honor of attending the 
National Council of Intellectual Property Law 
Association's meeting in Washington, D.C, as a repre
sentative of the State Bar of Michigan Intellectual 
Property Law Section. The primary speaker at the 
meeting was Todd Dickenson, Commissioner of 
Patents. One particular topic that is of major concern 
to the Intellectual Property community is the diver
sion of fees from the USPTO. At the time of writing 
the final federal budget had not been apprqved for 
fiscal 2001. The Houe of Representatives' proposal 
diverted 25% of the fees generated by the.. Patent 
Office for other federal programs. The Intellectual 
Property community in the United States engaged in 
a campaign to contact their Congressional represen
tatives to complain about this misuse of user fees. As 
a result the Senate proposal diverted only 30 million 
dollars of user fees from the U.S. Patent Office. This 
leaves the U.S. Patent Office with a significantly larger 
percentage of its anticipated fees to be collected for 
Patent Office operation. Commissioner Dickenson was 
of the opinion, based on the contacts in Congress, that 
the 2001 funding would be closer to the Senate 
version than the House version. Thus, the efforts of 
the Intellectual Property community to protest this 
fee diversion resulted in lessening of the impact of 
the fee diversion on the Patent Office for 2001. Corn
missioner Dickenson congratulated the lnellectual 
Property community for its efforts and impact and he 
pointed out that the job is not finished. There are 
proposals in Congress to prevent further diversion of 
user fees from patent office operations. The Commis
sioner expects that the bills will not be acted upon in 
the present Congress. The task is to raise this issue 
to high enough priority in the next Congres.s so that 
the bills are re-introduced and acted upon. The only 
way this will occur is if the Intellectual Property 
community continues to pressure Congress to address 
the issue. Therefore, there is a need for each of you 
to contact your representative in the House and 
Senate to inform them that this is an important need to 
be addressed so that we can have the opportunity in 
the United States to have a patent office which is 
capable of efficiently functioning in the 21st century. 

The Commissioner explained the practical impact 
of the fee diversions on patent office operations. 
Filings of U.S. patent applications continue to increase 
year over year. In an effort to cope with the increased 
workload and to prepare for increased workload in the 
future, the patent office has the strategy offully imple
menting a paperless office, improving its search 
capability and hiring additional examiners. Because of 
the fee diversions, the patent office has not been able 
to hire necessary examiners to handle the workload, 
the paperless office project is behind schedule and 
the patent office has been unable to implement all-of 
its goals relative to search capability. Furthermore, it 
is taking longer on average for examiners to issue 
First Office Actions. Many of the gains of the patent 
office in customer service and satisfaction are at risk 
without adequate funding. The ultimate impact on the 
Intellectual Property community is that the patent 
office may not be equipped to properly evaluate the 
patentability of claims either because of inadequate 
search resources, inadequate numbers of properly
trained examiners and inadequate resources to 
perform their assigned tasks. This means that the 
quality of examination could be at risk, that pendency 
of patents and appeals will go up, and the quality of 
services provided will go down. All of this creates 
uncertainty for our clients which is bad for business. 
Therefore, it is incumbent upon the Intellectual 
Property community to pressure Congress to prevent 
this diversion of fees and allow the U.S. Patent Office 
to sufficiently perform its important function. 

When politicians, in order to get elected, are 
arguing on how to split up the present government 
surplus, it is ~hortsighted and potentially damaging to 
the economy to divert fees from the U.S. Patent 
Office. This puts the technology of our future at risk 
as a result of the uncertainty created when the U.S. 
Patent Office is unable to perform its responsibilities 
in a efficient and quality manner. It is time to put 
politics aside and invest the necessary resources in 
our future to make sure that the patent system is run 
in a quality and efficient manner, 

NEWS FROM THE COUNCIL 
···································-···--· ........................ _ 

Council Meetings 

The council reminds the membership that all 
section members are invited to attend Council meetings, 
Council meetings are generally held on the first 
Thursday of each month at 9:30a.m. Due to renovation of 
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the State Bar Building, meeting locations vary. Please 
contact a Council member for location if you plan on 
attending. Dates and locations for upcoming meetings 
are listed in the IPLS Planning Calendar in each issue of 
Proceed£ngs. 

~continued on page 4 ._. . 
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NEWS FROM THE COUNCIL 

<-"Ontinuedfrom page 2, 

Articles of interest to the membership are actively 
solicited for publication in this newsletter. If you have 
recently researched a topic of interest to our member
ship please consider a submission. Submissions 
should be sent directly to the editor: Sharon K. 
Severance, c/o Dow Corning Corporation, 2200 W. 
Salzburg Rd., Auburn, Ml 48611 or e-mail to 
sharon.severance@dowcorning.com. 

Proceedings Publication 

In the past you have received your Proceedings of 
the Intellectual Property Law Section of the State Bar of 
Michigan on a quarterly basis. To support these 
quarterly publications, members and the IPLS student 
paper contest have provided us with articles of interest 
for publication. Over the past several years we have 
received a limited number of articles from our members 
and IPLS no longer sponsors the student paper contest. 
Due to this lack of articles for publication the Council has 
decided to publish the Proceedings approximately three 
limes per calendar year. 
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IPLS Web Page 

We encourage you to visit us on the web at 
www.michbar.org/sections/ (select Intellectual Property) 
for information on IPLS, upcoming events, and copies of 
presentations from our spring seminars. 

2000 Summer Worl.<§hQl' 

The 2000 Intellectual Property Law Section/ICLE 
Summer workshop was a great success. The work
shop at the Grand Hotel was attended by 219 lawygs 
from all over the country, this was the second largest 
attendance ever. In addition to the traditional state of 
the law updates in Trademark law, Copyright law and 
Patent Law. The Saturday morning program featured 
speakers on international patent and trademark practice 
and internet law. Price, Heneveld, Cooper, Dewitt and 
Litton sponsored the Thursday night reception and 
Dykema Gossett PLLC sponsored the Friday reception. 
Thank you to both firms for their sponsorship. 
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