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Soverain Software LLC v. Newegg Inc.  
705 F.3d 1333 (Fed. Cir. 2013) 

SARAH K. LEE* 

BACKGROUND 

Defendant Newegg Inc. (“Newegg”) is an electronic commerce 
company that sells computer software and hardware online. Newegg allows 
its purchasers to utilize a digital shopping cart to create, modify and 
complete purchase transactions through a series of system requests and 
receipts sent through an interconnected network. 

Plaintiff Soverain Software LLC (“Soverain”) is a software patent 
holding company. In 2001, Soverain acquired ownership and patents of a 
software system called “Transact,” previously owned by Open Market, 
Inc., which similarly utilizes an electronic commerce system to facilitate 
online purchases. After acquiring Transact, Soverain subsequently brought 
suit for patent infringement stemming from the Transact system against 
seven electronic commerce companies, including Newegg. Six of those 
companies settled for paid-up licenses to the patents, leaving Newegg as 
the sole defendant in this suit. 

The specific patent infringement claims brought by Soverain fall 
under U.S. Patents No. 5,715,314 (“the ‘314 patent”), No. 5,909,492 (“the 
‘492 patent”) and No. 7,272,639 (“the ‘639 patent”), which relate to 
electronic commerce where products are offered and sold online via an 
interconnected computer network. Newegg disputed the claims on the 
grounds that its electronic commerce system was materially different from 
that of Transact and that it, in fact, was outside the realm of the claims 
because it operated on an entirely different principle by utilizing “cookies” 
to collect shopping data. Newegg further asserted that Soverain’s patents 
were invalid because prior art rendered Soverain’s patent claims obvious 
and “the Transact software was generally abandoned.” 

Obviousness is a question of law and, using the factors set out in the 
case Graham v. John Deere Co.1, the U.S. District Court for the Eastern 
District of Texas found in favor of Soverain as a matter law; awarding it 
$2.5 million in damages. The jury found Newegg to be liable for 
infringement of both the ‘314 and ‘492 patents, but not the ‘639 patent. 
However, the district court removed the question of obviousness from the 
jury and ruled as a matter of law, under Federal Rule of Civil Procedure 50, 
that the patent claims were not invalid due to obviousness. 

 
 
 1.  Graham v. John Deere Co., 383 U.S. 1 (1966). 
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Newegg appealed and the parties separated the claims in to three 
groups: the “shopping cart” claims, relating to claims 34 and 51 of the ‘314 
patent and claim 17 of the ‘482 patent; the “hypertext claims,” relating to 
claims 41 and 61 of the ‘492 patent; and the “session identifier” claims, 
relating to claim 79 of the ‘639 patent. 

ISSUE 

The main issue the U.S. Court of Appeals for the Federal Circuit 
addressed was whether the district court correctly determined the question 
of obviousness as a matter of law in regards to the infringement claims 
brought against Newegg and in light of the evidence and testimony 
provided by both parties. 

DECISION 

The United States Court of Appeals for the Federal Circuit held that 
Newegg, through clear and convincing evidence, had rendered the 
“shopping cart,” “hypertext statement,” and “session identifier” claims to 
be obvious. Secondary considerations, such as favorable market response, 
did not preclude conclusion that Soverain’s patent was obvious. Therefore, 
the Federal Circuit reversed the district court’s ruling of validity in 
Soverain’s patent, and vacated the patent infringement and damage 
judgment. 

REASONING 

In determining each group of patent claims, the Federal Circuit 
reassessed obviousness as a question of law in light of the evidence and 
expert witness testimony submitted by both parties, noting that expert 
opinions are not conclusive in matters of law. In doing so, the Federal 
Circuit reviewed the Graham obviousness factors: “(1) the scope and 
content of the prior art, (2) the difference between the prior art and the 
claimed invention, (3) the level of ordinary skill in the field of the 
invention, and (4) any relevant objective considerations.” The district court, 
finding all of Soverain’s patent claims valid and determining that Newegg 
had failed to show a prima facie case of obviousness, did not discuss the 
claims or prior art at the trial level. 

In regards to the “shopping cart” patent claims, which targeted the 
overall system in regards to the process in which a merchant offers goods 
and buyers select and pay for the goods online, the court of appeal 
reviewed the testimony from both parties’ expert witnesses. Soverain’s 
expert witness, Dr. Michael Shamos, argued that Newegg’s “shopping cart” 
patent claim was distinguishable from the elements found in the prior art, 
CompuServe Mall’s 1984 e-commerce system, because it lacked a 
shopping cart message that served as a product identifier as well as a 
shopping cart database, two elements of claim 34 of the ‘314 patent. 
However, upon review, the Federal Circuit found that the product identifier 
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message in the claim was not distinguishable from the message in 
CompuServe Mall. Additionally, in relation to the shopping cart database, 
the Federal Circuit found that Newegg’s CompuServe Mall system 
contained a personal holding file system, which “fit easily within [the] 
definition [of a shopping cart database].” The Federal Circuit further held 
that utilizing a database and “conducting previously known methods 
through an Internet web browser was obvious because it amounted to no 
more than applying the use of the Internet to existing electronic processes 
at a time when doing so was commonplace.” Upon review of these 
elements, the Federal Circuit held that Newegg had presented clear and 
convincing evidence rendering the “shopping cart” claims obvious. 

In regards to the “hypertext statement” claims, which related to how 
the buyer computer receives transaction statements from the server 
computer in following a buyer request, Newegg argued that it was common 
practice to utilize hypertext and URLs to send and receive information in 
the World Wide Web. The Federal Circuit agreed that Newegg’s use of 
hypertext was “a routine incorporation of Internet technology into existing 
processes,” and found that Newegg had presented clear and convincing 
evidence of obviousness, reversing the ruling of nonobviousness. 

In regards to the “session identifier” patent claims, which related to 
the methods of receiving and processing buyer requests sent to a server 
system through an interconnected network, Newegg relied on U.S. Patents 
No. 5,560,008 to Johnson and No. 5,724,424 to Gifford as prior art. 
Newegg argued that either Johnson alone, or Johnson in light of Gifford, 
rendered the “session identifier” claim obvious. Soverain disputed this 
argument, claiming that neither Johnson nor Gifford relates a “session 
identifier,” and that the “credential identifier” of Johnson specifies a “user 
rather than a session.” However, the court of appeals drew no distinction 
between the “session identifier” claims and either Johnson alone, or 
Johnson in light of Gifford and ultimately held that claim 79 of the ‘639 
patent was invalid on the ground of obviousness. 

Finally, the Federal Circuit rejected Soverain’s argument that a 
favorable market response to Transact, its e-commerce system software, 
negated a finding of obviousness in their patent. The evidence showed that 
initial licensees purchased the license to avoid costly litigation, and not to 
actually use the software. 

 


