Patentable Subject Matter Post-Alice

An event hosted by BAIMA and Oracle exclusively for in-house counsel

Help yourselves to lunch provided by our panelists




Moderator
Eric Sutton, Patent Counsel
Oracle Corp.

Eric Sutton is in-house patent counsel at Oracle Corp. and a proud member of BAIMA. At
Oracle Corp., Mr. Sutton manages prosecution of a large portfolio of software-related patent
assets. Mr. Sutton also serves as adjunct professor of “Software Patents,” a JD course at lIT
Chicago-Kent College of Law. Last year, he presented to the U.S. Patent Office on topics
related to claim clarity at the Software Partnership Meeting. Before working in-house, Mr.
Sutton served his time on the outside at Hickman Palermo.

Panelists

* Michael Brandt, Patent Attorney at Hickman Palermo Becker Bingham LLP
* Varun Shah, Founding Principal at Precision IP

 Karl Rees, Partner at Wong & Rees LLP

e Ahsan Shaikh, Partner at McDermott Will & Emery LLP




Parts 1-4: Alice at the Supreme Court,
Federal Circuit, District Courts, and USPTO

Part 5: Q&A (but, as usual with BAIMA
events, questions are welcome throughout!)




Part 1: Alice at the Supreme Court

Michael Brandt, Patent Attorney
Hickman Palermo Becker Bingham LLP

Mr. Brandt is a patent attorney with Hickman Palermo Becker Bingham LLP. His practice
concentrates on patent preparation, prosecution and counseling. Mr. Brandt also sits on an
advisory board for SimX, which creates medical simulation software for augmented reality

platforms.




SUBJECT MATTER ELIGIBILITY:
AN EVOLVING FRAMEWORK FROM BENSON TO ALICE
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Origins of Software Patents
* 1968:

— First “software” patent to Martin Goetz
— Filed April 9, 1965
— Granted April 23, 1968 (U.S. Patent No. 3,380,029)

— Data processing system comprising program for sorting data
before it is stored to tape

« 1972-1981:

— Benson-Flook-Diehr Trilogy

— First SC cases to directly address eligibility of processes
implemented in software
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Benson-Flook-Diehr Trilogy

« Gottschalk v. Benson 409 U.S. 63 (1972)

— Conversion of binary coded decimal into pure binary form using computer

— “[P]atent would wholly pre-empt the mathematical formula and in practical
effect would be a patent on the algorithm itself’

» Parker v. Flook 437 US 584 (1978)

— Alarm limit values updated during catalytic conversion
— Only novel feature is a mathematical formula

« Diamond v. Diehr 450 US 175 (1981)

— Rubber-molding press operated with the aid of a digital computer control
heating times for the rubber

— “Employs a well-known mathematical equation”
— “IDoes] not seek to preempt the use of that equation”
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Proliferation of Tests

* Freeman-Walter-Abele Test (1982)

— Two-part test:
* Determine whether claim recites an algorithm

» If so, determine whether the algorithm is applied in any manner to
physical elements or process steps

* Inre Alappat (Fed. Cir. 1994)
— Software executing on a computer creates a “new machine”

« State Street (Fed. Cir. 1998)

— Established a “useful, concrete and tangible result” test that could
be satisfied by “business method” inventions
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Test Consolidation
 In re Bilski (Fed. Cir. 2008)

— A claimed process is patent-eligible if
(1) it is tied to a particular machine or apparatus, or
(2) it transforms a particular article into a different state or thing

— Court rejects other tests

» “Useful, concrete and tangible result' analysis should no longer be relied
on”

« Technological arts test rejected

— “The meanings of the terms ‘technological arts’ and ‘technology’
are both ambiguous and ever-changing”

» Categorical exclusions and “physical steps” tests also rejected
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Bilski’s Claims and the MoT Test

* No recitation/disclosure of computing device or other machine

« Claim 1:

A method for managing the consumption risk costs of a commodity sold by a commodity
provider at a fixed price comprising the steps of:

(a) initiating a series of transactions between said commodity provider and consumers of
said commodity wherein said consumers purchase said commodity at a fixed rate based
upon historical averages, said fixed rate corresponding to a risk position of said consumer;

(b) identifying market participants for said commodity having a counter-risk position to said
consumers; and

(c) initiating a series of transactions between said commodity provider and said market
participants at a second fixed rate such that said series of market participant transactions
balances the risk position of said series of consumer transactions
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Rejection of Sole Test:
Bilski v. Kappos (U.S. 2010)

* Majority opinion
— Machine-or-transformation test is not the sole test of patentability, but rather
a “useful and important clue”

— Rejects categorical exclusions:

* “[A] business method is simply one kind of "method" that is, at least in some
circumstances, eligible for patenting under § 101.”

— Fundamental economic practices are unpatentable abstract ideas

+ “Hedging is a fundamental economic practice long prevalent in our system of
commerce and taught in any introductory finance class.”

« Stevens’ concurrence
— “Process” is interpreted too broadly by majority
— Business methods should be categorically excluded from patentability
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Mayo v. Prometheus (U.S. 2012)

« Claims involve
(1) Administering drug with thiopurine to patient
(2) Determining the blood level of 6-thioguanine
(3) wherein the blood level of 6-thioguanine indicates need to adjust amount of drug

» Correlation between 6-TG and drug dosage unpatentable “law of nature’

« Claims do not recite “significantly more” than a law of nature
— “Administering,” simply refers to relevant audience (i.e., doctors)
— “Determining” step is well-understood routine and conventional
— “Wherein” clause simply tells doctor about relevant natural laws

» Machine or transformation test does not trump the “law of nature”
exclusion
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Alice v. CLS Bank: Background

« Patents-in-suit claim directed to mitigating settlement risk

—Intermediary creates and updates “shadow” records to reflect the value of each party’s
actual accounts held at “exchange institutions”

—Transactions are permitted only if parties have sufficient resources, as determined
from shadow records

—At the end of each day, intermediary issues irrevocable instructions to exchange
institutions to carry out permitted transactions

» Art Units of patents-in-suit: 2765, 3624, 3693

« All claims are implemented using a computer as stipulated by
parties
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Alice v. CLS Bank: Fed Cir. (2013)

* En banc review of “manifestly evident” standard for computer-
implemented inventions

« 7 of 10 judges found the method and CRM claims ineligible
— Lourie Opinion (joined by 4 other judges)
» First identify abstract idea represented in claim
» Next, determine whether balance of claim adds “significantly more”
— Rader Opinion (joined by Moore)
* Relevant inquiry is whether claim includes meaningful limitations
restricting it to an application
* Meaningful when:
— Computer is part of solution,
— Integral to the performance of the method, or
— Contains an improvement in computer technology

« 3 0of 10 judges (Linn, O’Malley, Newman) would have found method and
CRM claims eligible

HickmaN PALERMO
BECKER BINGHAM .r

INTELLECTUAL PROPERTY LAW



Alice v. CLS Bank: Fed Cir. (2013)

« Split on system claims:
— Lourie Opinion
« System claims akin to stating the abstract idea and adding the words “apply it”
— Rader Opinion

» Looking at these hardware and software elements, it is impossible to conclude that
this claim is merely an abstract idea

+ System claim:
A data processing system to enable the exchange of an obligation between parties, the
system comprising:
a first party device,
a data storage unit having stored therein
(a) information about a first account for a first party, independent from a second account maintained by a
first exchange institution, and
(b) information about a third account for a second party, independent from a fourth account maintained by a
second exchange institution;
and a computer, coupled to said data storage unit, that is configured to
(a) receive a transaction from said first party device;
(b) electronically adjust said first account and said third account ..; and
(c) generate an instruction ,,,to adjust said second account and/or said fourth account ....
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Amicus Curiae Briefs
« Position #1(GOOG, AMZN, FB, VZ, et al.):

— “[C]laiming computer implementation of an abstract idea—without reciting how to
implement the idea with a computer — is [invalid under 101]”

— Look at breadth of claims
» Are there inventive limitations that are sufficiently specific and limited?
* Novel and complex programming should be recited

« Position #2 (MSFT, ADBE, HPQ) :

— “Software-implemented technological innovations are patent eligible under 101”

— “Adding ‘a Computer’ to the steps of an abstract business method does not make a
claim patent eligible”

« Position #3 (LNKD, NFLX, RAX, TWTR, et al.):

— No software should be patented

« Position #4 (IBM) :
— “Computer-implemented inventions will always fall outside the abstract idea exception
... the answers lies in section 103’s bar on obvious patents”
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Highlights from Oral Arguments

« How much of a clue does the machine-or-transformation test
provide?
— JUSTICE SCALIA: By the way, we -- have said that you can’t take an abstract
idea and then say use a computer to implement it. But we haven’t said that you

can’t take an abstract idea and then say here 1s how you use a computer to
implement it, which is basically what you’re doing.

— MR. PHILLIPS: That’s the line we’re asking the Court to draw here.... [T]he key
to the invention is the notion of being able simultaneously, dealing with it on a
chronological basis to stop transactions that will otherwise interfere with the ability
to settle on time and under the appropriate circumstances. And the only way you
can do that in a realtime basis when you’re dealing with a global economy is to use
a computer. It is necessary to the efficacy of this.

— JUSTICE KAGAN: Well, how are you saying the how? Because I thought that
your computers — that your patents really did just say do this on a computer, as
opposed to saying anything substantive about how to do it on a computer.
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Highlights from Oral Arguments

* Pencil and paper test:

— JUSTICE BREYER: [What if] we implement it by having somebody with a pencil
and piece of paper...keeping track and saying, stop, or we say, implement it in the
computer which will automatically keep track and say stop.

— MR. PERRY: Flook said exactly the same thing. If you can do it with pencil and
paper, then the computer is not offering anything that the patent laws are or should
be connected with.

« Technological Solution Test
— Claims should provide technical solution to a problem
— Business problems and social problems are genreally not “technical”

— Can business methods satisfy this test?

 MR. PERRY: Data compression and encryption may provide a technical solution to solve
business problems (e.g., to increase security of business transactions)

— Claims should recite more than just a result
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Alice Framework

« Reiterated the Mayo two-step framework for determining patent
eligibility:
(1) Determine whether the claims at issue are directed to a patent-
ineligible concept

(2) If so, search for “inventive concept” that transforms nature of claim into
patent-eligible application

« Inventive concept = “an element or a combination of elements that is
sufficient to ensure that the patent in practice amounts to ‘significantly
more’ than a patent upon the ineligible concept itself”
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Step One: Identifying Abstract Ideas

BILSKI'S ABSTRACT IDEA TEST: “I KNOW IT WHEN | SEE IT”

*“all members of the Court agree that the patent application at issue here
falls outside of § 101 because it claims an abstract idea.”

*“a business method is simply one kind of "method" that is, at least in some
circumstances, eligible for patenting under § 101.”

ALICE’'S ABSTRACT IDEA TEST: “WE KNEW IT WHEN WE SAW IT”

*“[T[here is no meaningful distinction between the concept of risk hedging
in Bilski and the concept of intermediated settlement at issue here. Both
are squarely within the realm of “abstract ideas” as we have used that
term.”

*“Intermediated settlement” is similar to subject matter (“hedging”) already
declared to be an abstract idea
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Step One: Identifying Abstract Ideas

« Court provides guidance to lower courts by pointing out
inventions that fall into the following categories ARE SIMILAR to

subject matter previously declared to be patent-ineligible
— Fundamental economic practices;
— Certain methods of organizing human activities;
— “[A]n idea of itself; and,
— Mathematical relationships/formulas

« Court relies on similarity-based comparison to conclude that
“intermediary settlement” qualifies as a fundamental economic
practice
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Step Two: Identifying Transformative
Inventive Concepts

« The following do not add “significantly more” to an ineligible abstract
idea:
— Appending conventional steps specified at a high level of generality
— Generally linking an abstract idea to a particular technological environment

— Merely reciting a generic computer performing generic computer functions —
e.g, stating an abstract idea while adding the words apply it on a computer

« The following may qualify as “significantly more”:
— Improving an existing technological process or technological field
— Improving the functioning of a computer itself

— Meaningful limitations beyond generally linking the use of an abstract idea to
a particular technological environment
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Fall of the Machine Prong for Generic
Computer Implementations

« “Machine” prong of MoT test rendered unusable for software implemented
on general purpose computers

« “[l]f a patent’s recitation of a computer amounts to a mere instruction to
‘implemen([t]’ an abstract idea ‘on . . . a computer,’ that addition cannot
impart patent eligibility.”

« “Given the ubiquity of computers, [a] wholly generic computer
implementation is not generally the sort of ‘additional featur[e]’ that
provides any ‘practical assurance that the process is more than a drafting
effort designed to monopolize the [abstract idea] itself.”
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Questions Left for Lower Courts

* When analyzing step one of the Alice framework:

— How should the categories be defined?
« What constitutes “an idea of itself’?
« Can an economic practice be non-fundamental? If so, how?
« Can a claim belong to multiple categories? If so, how would conflict be
resolved?

— What additional categories, if any, are indicative of abstract ideas?

* When analyzing step two of the Alice framework:
— What constitutes an improvement to the functioning of a computer itself?
— What are examples of non-generic computer functions in the context of
software inventions?
— How do courts distinguish between claims that generally link an idea to a
technological field and claims that improve a technological field?
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Thank You

Michael C. Brandt, Patent Attorney
Hickman Palermo Becker Bingham LLP
1 Almaden Boulevard | Floor 12 | San Jose, CA 95113
T (408) 414-1212 | F (408) 414-1076 | www.hickmanpalermo.com
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Part 2: Alice at the Federal Circuit

Varun Shah, Founding Principal
Precision IP

Mr. Shah is a highly experienced intellectual property attorney and the Founding Principal of
Precision IP, a full service Intellectual Property law firm located in the heart of Silicon Valley.
Mr. Shah has served clients ranging from startups to Fortune 100 companies including
Oracle, Apple, Dolby, Cisco, Netflix, TiVo, Fanvana, Yahoo!, Intuit, Condusiv Technologies,
Improvised Electronics, Schlumberger, and Sun Microsystems (prior to Oracle acquisition).
Formerly, Mr. Shah served as the Global Head of Intellectual Property for Aruba Networks
(NASDAQ: ARUN) where he built a patent program recognized by the Wall Street Journal.




PRECISION [P

delivering unprecedented power

Understanding the Federal Circuit
before and after Alice

June 11, 2015

VARUN A. SHAH
FOUNDING PRINCIPAL




PRECISION [P

delivering unprecedented power

Setting the Stage — Federal Circuit before Alice

* TFederal Circuit guided by U.S. Supreme Court decision in Bilski
v. Kappos (June 28, 2010)

). ¢¢

Federal Circuit’s “machine-or-transformation” requirement of
In Re Bilski (Ocotober 2008) moderated by Supreme Court as
useful but not the sole test

Supreme Court did not provide any clear definition of a patent-

eligible process but invited the Federal Circuit to develop a
definition
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delivering unprecedented power

The Federal Circuit Journey To Alice (2010-2014)

SiRF Technology v. ITC (April 2010)
* Patent directed to and reciting a “GPS receiver” for

computing the receiver’s location
* Patent-eligible — GPS recetver is a machine that 1s integral to
the method claim
Research Corp. Technologies v. Microsoft Corp. (December 2010)
* Patent directed to and reciting a “GPS receiver” for
computing the receiver’s location
* Patent-eligible — “Specific applications or improvements to
technologies in the marketplace”
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delivering unprecedented power

The Federal Circuit Journey To Alice (2010-2014)

Ultramercial v. Huln (2011 & 2013 — before Alice)
* Patent for monetizing and distributing copyrighted products

over the Internet
* (2011) Patent-eligible: “Many of these steps are likely to
require intricate and complex computer programming.”
* (2013) Stll patent-eligible (after Mayo v. Promethens) as an
application of an abstract idea
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delivering unprecedented power

The Federal Circuit’s 180 after Alice

Ultramercial v. Hulu (2014 — after Alice)
* Patent for monetizing and distributing copyrighted products

over the Internet is no longer patent-eligible subject matter
Not patent-eligible - “Application” of an abstract idea as
previously determined by the Federal Circuit 1s no longer an
application of the abstract idea

Incorporating Bilski’s machine-or-transformation test
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delivering unprecedented power

The Federal Circuit after Alice

Digitech Image Technologies v. Electronics For Imaging (July 2014)

Patent for a device profile “comprised of two sets of data
that describe a device dependent transformation”

Not patent-eligible - "recites a process of taking two data
sets and combining them into a single data set, the device

profile"

Claims do not refer to any special use of the complex data
sets involved - are the claims too broad in some respect and
too narrow 1n another respect? Are the claims thought out?
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delivering unprecedented power

The Federal Circuit after Alice

Planet Bingo v. IVKGS (August 2014)

* Patent for computer-aided management of Bingo games
* Not patent-eligible — Fails to transform the abstract idea of

managing a bingo game into patent-eligible subject matter
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delivering unprecedented power

The Federal Circuit after Alice

buyS AFE v. Google (September 2014)

* Patent for requesting and receiving a transaction

performance guarantee service

Not patent-eligible — “describes a well-known, and widely-
understood concept — a third party guarantee of a sales
transaction— and then applied that concept using
conventional computer technology and the Internet”

Describes a contractual or economic relationship
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delivering unprecedented power

The Federal Circuit after Alice

DDR Holdings v. Hotels.com, 1..P. (December 2014)
* Patent for “generating a composite web page that combines
certain visual elements of a host website with content of a
third-party merchant”

Patent Eligible - the claimed solution is necessarily rooted 1n
computer technology in order to overcome a problem

specifically arising in the realm of computer networks
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delivering unprecedented power

The Federal Circuit after Alice

DDR Holdings v. Hotels.com, 1..P. (December 2014)
*  Why is the claimed solution necessarily rooted in computer
technology? Is it simply because the problem specifically
arises in the realm of computer networks?

How can you generate a claim that 1s necessarily rooted in
computer technology even if you are not dealing with a

problem specifically arising in the realm of computer
networks?
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delivering unprecedented power

Thank You!

Varun A. Shah
Founding Principal
Precision IP

www. PrecisionIP.com

Varun(@PrecisionIP.com | 408.657.8483

640 W. California Ave., Suite 210
Sunnyvale, CA 94086



Part 3: Alice at the District Courts

Karl Rees, Partner
Wong & Rees LLP

Mr. Rees specializes in patent prosecution and strategic planning, with experience in fields
such as multimedia systems, databases, networking, enterprise systems, search engines,
bioinformatics software, healthcare effectiveness improvement, and fraud detection. He
graduated from the J. Reuben Clark Law School at Brigham Young University in 2007. Before
law school, Mr. Rees worked five years as a software engineer and documentation specialist
for a data visualization and business intelligence startup now known as Domo, Inc.
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Post-Alice
Patentable Subject Matter
Jurisprudence

Part One: General Statistics

Part Two: Trends in Applying Step One
Part Three: Trends in Applying Step Two
Part Four: Other IsSUes




An Explosion in
101 Opinions In
the District
Courts

Since Alice was decided (less
than one year), there have
been at least 108 District Court
opinions concerning 101 issues,
93 of which have cited Alice.

There have been at least 62
District Court opinions so far in
2015, 53 of which cite Alice.
Many that do not are opinions
dismissing pre-construction

invalidity motions as premature.
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Unpatentable Subject Matter
Invalidity Motion Success By Year
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Unpatentable Subject Matter
Invalidity Motion Success By Year

» Still only a relatively small percentage of the approximately 5000
cases filed each year

» No apparent corresponding decrease in 102/103 based invalidity

decisions (i.e. 101 does not appear to be substituting for 102/103
analyses)
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101-Based Invalidity Outcomes
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101-Based Invalidity Outcomes
Since Alice (By Court)

» The relatively small number of cases in E.D. Texas is somewhat
surprising.

» Between all District Courts in California, the patentsin 21 of 26 cases
have been entirely invalidated (80.7%).
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101-Based Invalidity
OQutcomes Since
Alice

(By Generadl
Subject Matter)
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Snapshot of
Patents at Issue
in 101 Decisions
Since Alice (By
Art Unit)

Data Source: Sample
Patent Set (81 patents
contested in pseudo-
random sample of 38 of
the unique cases)
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Snapshot of
Patents at Issue
in 101 Decisions
Since Alice (By
Filing Year)

Data Source: Sample
Patent Set (patents
contested in pseudo-

random sample of 38 of
the unique cases)

10

9

N

o~

w

® Premature
Patentable
Nonpatentable

Wong+Rees”

Inteffectual Property Luw




Snapshot of
Patents at Issue
in 101 Decisions
Since Alice (By
Priority Year)

Data Source: Sample
Patent Set (patents
contested in pseudo-
random sample of 38 of
the unique cases)
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Post-Alice
Patentable Subject Matter
Jurisprudence

Part One: General Statistics

Part Two: Trends in Applying Step One
Part Three: Trends in Applying Step Two
Parf Four: Other Issues




Trends In District Court
Analysis

Step 1:Is the claim directed to @
judicial exceptione

|.LE. WHAT IS THE CLAIM DIRECTED TO¢




Blind Leading the Blind?

» Courts rightly point out that the lower courts have been given
very “little guidance” on the two step test, Fairfield Ingdus. V.
Wireless Seismic, Inc. (S.D. Tex., 18 Dec. 2014), and th@aisihe
analysis is more like | know it when | see it."” Eclipse IFELC V.
McKinley Equipment Corp. (C.D. Cal., 4 Sep. 2014)

» McRO, INC. v. ATLUS USA (C.D. Cal., 22 Sep. 2014)

» “Thus, so far, the two-part test for identifying an abstract idea appears 1o
be of limited utility, while comparisons to previously adjudicated patents
— or more precisely, to past cases' characterizations of those patents —
have done the heavy lifting.”
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Types of Tests Employed

» General Purpose

» “Courts should recite a claim's purpose at a reasonably high level of
generality.” E.g. Enfish, LLC v. Microsoft Corp. (C.D. Cal., 3 Nova2014):
Smartflash LLC v. Apple Inc. (E.D. Tex., 13 Feb. 2015).

» Maijority of the Limitations

» Courts characterize the “idea(s)” that each limitation are directed to,
and determine whether the idea that the maijority of limitations are
characterized as embodying is abstract. E.g. Electric Power Group, LLC
v. Alstom, S.A., et al. (C.DC Ol 2EaEsE=iES )

» Is an Abstract Idea “Recited in” Claim?@

» Following USPTO guidelines. E.g. Celsis In Vitro, Inc. v. CellzDirect, Inc.
(N.D. llI., 13 Mar= 20 S8
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Types of Tests Employed (cont.)

» Pen-and-Paper Test

» Could a person do it with “a pen, paper, and her own brain,”” no matter
how long it may take. E.g. OpenlV, Inc. v. Apple, Inc. (N.D. Cal.,; 6 Apr.
2015).

» Preamble

» What the preamble says the method is for. E.g. Priceplay.com, IR€. V.
AOL Advertising, Inc. (D. Del., 18 Mar 2015).

» Analogizing to Prior Cases

» Without even necessarily stating what the idea is, a court may simply
say that the function of the claim is similar to Alice (or another case)
and therefore abstract. E.g. Kenexa BrassRing, Inc. v. Hire Ability.com,
LLC. (D. Mass., 28 Apis 201 5
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McROQO Test

» MCcCRO, INC. v. ATLUS USA (C.D. Cal., 22 Sep. 2014

» Used prior art to decide that “tangible” claims which were not “facially
abstract” were nonetheless directed to an abstract idea.

» Compare with Enfish, LLC v. Microsoft Corp. (C.D. Cal., 3 Nov. 2014)

» “But at step one, the court neither identifies nor disregards conventional
activity. That inquiry occurs only at step two.”
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Conclusory Statements

» A plurality of courts will cherry-pick elements of the claim and/or
statements made during pleadings or oral arguments, and
announce that the claims are directed to an abstract idea without
specifically stating what standard was used to come to that
conclusion
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Punting on the First Step

» A number of courts concede that they do not know if the claim is
abstract, and refuse to comment on it since the claim passes the
second step

» This implies that the definition of the abstract idea is not essential to
finding an inventive concept, which is problematic for certain
inventive concept tests
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Numlber of Cases
Where Claims
were Directed 1o
Judicial

Exception

Sample Case Set (54 of the
unique cases selected
pseudo-randomly)

Probably skewed against
“Directed To"” on account of
selection bias towards cases
where validity of a patent
was upheld

50
45
40
35
30
25
20
15
10

101-Based District Court Opinions

Directed To  Not Directed Maybe /
1@ Declined fo
Decide

Wong+Rees”

Inteffectual Property Luw




Average Length of
Abstract Idea /
Judicial Excepftion
(in words)

Of the 46 cases in the sample case set that
were found to be directed to judicial
exceptions, 40 cases included statement(s)
of the judicial exceptions to which the
claims were directed.

Amongst these, there were 48 total
statements of judicial exceptions to which
claims were directed, having lengths
ranging from 1 to 27 words, a mean of
10.77 words, and a median of 10.5 words.

While the data appear to show that
patentable claims were directed to shorter
abstract ideas on average, there were
only 5 cases in which all claims directed to
a stated judicial exception were found
patentable.

12

10

N

7.20

Nonpatentable Patentable (or not Partially
clearly Nonpatentable
nonpatentable)
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Examples of Statements of Judicial Exceptions
to Which Claims Were Found to be Directed

upselling (claim found non-patentable)
translation (claim found non-patentable)

encoding and decoding data for error correction (claim found
patentable)

maintaining and searching a library of information (claim found
non-patentable)

the discovery that hepatocytes are capable of surviving multiple
freeze-thaw cycles (claim found non-patentable)

asking someone whether they want to perform a task, and if they
do, waiting for them to complete it, and if they do noft, asking
someone else (claim found non-patentable)
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s the first step even necessarye

» Clearly, the vast majority of cases are not being decided on'the first
step.

» In view of this, Patentee will sometimes concede the first step 1o
more favorably frame the “abstract ideq.”

» So perhaps the first step has become more an instruction to “define
the judicial exception to which the claims are directed.”
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Post-Alice
Patentable Subject Matter
Jurisprudence

Part One: General Statistics
Part Two: Trends in Applying Step On¢e

Part Three: Trends in Applying Step Two

Part Four: Other Issues




Trends In District Court
Analysis

Step 2: Is there an inventive conceptin
the practical application of the judicial
exceptione

E.G. DOES THE CLAIM AMOUNT TO “SIGNIFICANTLY MORE" THAN THE
ABSTRACT IDEA<
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Searching for the Inventive
Concept

» Meaningful Limitations

» A “search for an ‘inventive concept’ such that the patent meaningfully limits
the "abstract idea.” E.g. Intellectual Ventures | LLC v. Manufacturers and
Traders Trust Company. (D. Del., 18 Dec. 2014).

» Ignore the Judicial Exception?

» Some courts view Mayo as requiring that the abstract idea be completely
removed from the inventive concept analysis. E.g. Genetic Techneologies
Ltd. v. Bristol-Myers Squibb Company (D. Del. 30 Oct. 2014).

» Others insist that “Courts should consider all elements as part of the ‘ordered
combination,” even those elements which, in isolation, appear abstract.”
E.g. Enfish, LLC v. Microsofif C O ESSEEsRs N oV, 2014).

» Ignore “well-understood, routine, conventional activity”
» E.g. Priceplay.com, Inc. v. AOL Advertising, Inc. (D. Del., 18 Mar 2015).

» While courts supposed to still consider the “ordered combination” of
conventional features, many fail to explicitly do so.
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What Would the Skilled Person
Have "Thought'e

» Ameritox, Ltd. v. Millenium Health, LLC (W.D. Wis., 19 Feb. 2018):

» Drug testing fechnique found “inventive” even though Defendant
argued that each step was either "established" or "conventional”
because Alice dictated that the invention is “considered as fa whole'
when assessing the second step of the framework.”

» The court argued that Alice requires asking “what would the skilled
person have ‘thought’” because Alice frowned upon “well-understood,
routine, and conventional techniques that a scientist would have
thought of,” Alice at 764, not simply “well-understood, routine, and
conventional techniques .”
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Relationship Between the Inventive
Concept and Novelty /
Obviousness

» Many courts will find that there is no “inventive concept” even when
the claims are novel because it “doesn't matter if an invention is
new if it sweeps too broadly.” Amdocs (Israel) Ltd. v. Openéet
Telecom, Inc. (E.D. Va.; 245 CiEiuu

» But how do you define sweeping “too broadly”e
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Reading Beyond Express Limitations
of Claim

» Some courts are willing to import “meaningful” limitations from the
Specification, particularly with respect to the issue of whether @

machine or other limiting context is involved in implementing a
claim.

» Ofthers, citing Accenture Global Servs., decline to do so.
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Better (Not Just Quicker) Solution to
Recognized Problem

» East Coast Sheet Metal Fabricating Corp. v. Autodesk, Inc. (D.N.H.,
15 Jan 20Sis

» Even though the patented CAD software "eliminat[ed] [the] heed to
redraw every component of an architectural drawing before
coordination, fabrication, and installation of the system," this was not a
“recognized problem” in the industry, and did not produce results “any
better than those drawn by hand”"—just a quicker result.
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Claiming a Specific Solution, Not
Just Solving the Problem

» Electric Power Group, LLC v. Alstom, S.A., et al. (C.D. Cal. 214May
2015)

» The claims “all suffer the same basic infirmity: rather than attempting to
claim a concrete solution of how to monitor and analyze data from
multiple different power grid sources, they all attempt to claim the
abstract idea of monitoring and analyzing data from multiple different
power grid sources. In so doing, they are monopolizing the abstract

idea of solving the problem rather than merely monopolizing a single
concrete solution to the problem.”
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Simply reciting “criteria” that a step

s "lbased on®™ MA@y Rel e enough

» TriPlay, Inc. v. WhatsApp Inc. (D. Del., 28 Apr. 2015)

» “Claim 12 does not purport to limit itself to a specific way of converting a
message from one layout to another — it simply covers the act of
"converting" messages, based on certain criteria relating to
communication or display capabilities of the originating or destination
devices or on the relevant communication media. "

» Cites Alice at 2354-55 (patents that claim the "building blocks of human
ingenuity ... risk disproportionately tying up the use of the underlying
ideas, ... and are therefore ineligible for patent protection”)
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Machine-or-Transformation

» Absence of MoT is typically used as further (and sometimes primary)
evidence of lack of inventive concept, with the disclaimer/that the
test is “not the sole test governing § 101 analyses” E.g. Wireless
Media Innovations, LLC v. Maher Terminals, LLC (D.N.J., 20FApPr.
20155

» Existence of MoT is rarely, but sometimes, helpful. E.g. Helios
Software, LLC v. SpectorSoft Corporation (D. Del., 18 Sep. 2014%

» Arguing that a computer executing a claimed method is “specially
programmed” is a non-starter because “all computers become
‘'specially programmed’” when executing specific instructions. E.g.
Eclipse IP LLC v. McKinley Equipment Corp. (C.D. Cal., 4 Sep. 2014)
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Rooted iIn Computer Technology

» A positive determination that the claims were “rooted in computer
technology” featured prominently in at least half of the cases with
patentable subject matter.

» i.e. Solving a problem that would not exist but for computers.

» E.g. Smartflash LLC v. Apple Inc. (E.D. Tex., 13 Feb. 2015); MobNEEEIGI=E
LLC v. Facebook Inc. (D. Del., 20 Apr. 2015).
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Preemption Analysis

» l.e. What ways of using the judicial exception are “left to the public”e

» Most courts discuss for purposes of “validating” their decision,/but the
analysis is sometimes also utilized as a “primary’” test.

» Hewlett Packard Company v. ServiceNow, Inc. (N.D. Cal., 10iMar. 2015).

» Court perfectly willing to “*grant[] HP a monopoly on a very specific
implementation of computer-automated resolution of IT incidents™ since that
would create an “incentive for others to develop a different
implementation.”

» But HP's claims were “framed in such broad, functional language as to
cover any conceivable computer-automated system for resolving IT
incidents.”

» Aftempts to imply the claims pass the second step by enumerating
what the claim “leaves” to the public have failed.
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Post-Alice
Patentable Subject Matter
Jurisprudence

Part One: General Stafistics
Part Two: Trends in Applying Step On¢e
Part Three: Trends in Applying Step Two

Part Four: Other Issues




Timing of Decisions

» Many courts, following Judge Mayer's concurrence in Ultramercial,
are deciding 101 issues as early as the pleading stage, rather than
waiting for claim construction, as a way to “conserve judicial
resources and save the parties fime and money.” E.g. Infellectual
Ventures | LLC v. Manufacturers and Traders Trust Company. (D. Del.;
18 Dec. 2014).

» However, a number of courts are still reluctant to consider 101 issues
without claim construction. E.g. Presgriber, LLC v. AO Capital
Partners LLC (E.D. Tex. 2015
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Pre-Trial 101 Challenges

» Traditionally, pre-trial validity challenges were only raised in summary:
judgment motions.

» From 2008 to 2011, courts ruled on only seven validity-based
challenges to the pleadings under Rule 12(b)(6) or a motion for
judgment on the pleadings, and granted two for a success rate of
28.6%.

» By 2014, courts ruled on 24 such motions and granted 13, for a
success rate of 54.2%.

» As of March 2015 there were rulings on 9 motions and all but two
were granted, for a success rate of 77%.

» Source: http://docketfreport.blogspot.com/2015/03/customized-
proposal-preparation-patent.html
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Inferplay Between 101 and Non-
Infringement Arguments

» In McRO, Inc. v. Atlus U.S.A., the defendants appeared to almost
lose the 101 argument because of their non-infringement
arguments:

» “And according to Defendants, [the claims] do not cover the
automated methods of lip synchronization for three-dimensional
computer animation that Defendants employ. It is hard to show that an
abstract idea has been preempted if there are noninfringing ways to
use it in the same field. "
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Did Alice Actually Change the
Lawe

» Horus Vision, LLC v. Applied Ballistics, LLC (N.D. Cal. 2014).

» Defendant denied leave to amend invalidity arguments to include 101
contentions in view of the Alice decision, parfially because it did not
show that Alice actually changed anything.

» “Alice itself indicates that the Supreme Court was applying the longtime
exception to § 101 patentability. See Alice, 134 S. Ct. at 2354 ("We have
interpreted § 101 and its predecessors in light of this exception formore
than 150 years.")” and was merely a “reiteration” of “the longstanding
rule.”
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Data Sources

» The opinions and motion success rates used in these slides were
identified through searches for cases tagged as involving 35 U.S.C. 101
in Docket Navigator (dockethavigator.com), as well as keyword
searches for “Alice” and “Mayo” in Docket Navigator and Westlaw.

» Unless otherwise noted, the remaining statistics were collected as
follows:

» Identifying 78 unique cases (“Unique Cases”) amongst the 108 opinions since
Alice (June 19, 2014) and classifying various aspects of the 78 unique cases
by court, patentability, etfc.

» Identifying 81 contested patents (“Sample Patent Set”) in a pseudo-random
sample of 38 of the 78 cases and classifying the patents.

» Selecting a pseudo-random sample of 54 cases (“Sample Cases”) for
detailed review and classifying them according to outcomes at each step,
tests employed, etc.
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Part 4: Alice at the USPTO

Ahsan Shaikh, Partner
McDermott Will & Emery LLP

Mr. Shaikh is a partner in the law firm of McDermott Will & Emery LLP and is based in the
Firm’s Silicon Valley office. Ahsan’s practice is focused on strategic patent portfolio
management and client counseling in the areas of software, computer hardware, internet
technologies and medical devices. He is a regular speaker on issues related to software

patents, computer hardware, the internet, open source, and the video game/interactive
entertainment software industry.
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Overview McDermott

Will& Emery

= Official Alice Guidance from the USPTO

— Review of USPTOQO’s Preliminary Examination Instructions and 20714
Interim Guidance on Patent Subject Matter Eligibility

— Analysis of USPTQ’s Abstract Idea: Examples
* Pre- and Post-Alice Statistics for.the USPTO

» Alice Implementation at the USPTO
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Will& Emery

OFFICIAL ALICE GUIDANCE
FROM THE USPTO
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2014 Interim Eligibility Guidance: Eligibility McDermott
Test Will& Emery

A PROCESS, MACHINE,
MANUFACTURE OR
COMPQOSITION OF

( Step 24)
[PART T Mayo lestf
IS THE CLAIM DIRECTED
TO A LAW OF MATURE, A
MATURAL PHEMNONEMOM OR AN
ABSTRACT IDEA
[ JUDICIALLY RECOGNIZED
EXCEPTICNS 7

MO

( Step 2B)
[PART 2 Mayo test]
DOES THE CLAIM RECITE
ADDITIONAL ELEMENTS THAT
AMOUNT TO SIGNIFICANTLY
MORE THAN THE JUDICIAL

YES

CLAIM QUALIFIES
AS ELIGIBLE SUBJECT
MATTER UNDER
35 USC 1M

CLAIM 1S NOT
ELIGIBLE SUBJECT
MATTER
UWDER 35 USC 101
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2014 Interim Eligibility Guidance: Eligibility McDermott
Test Will& Emery

= Step 1: Is the claim is directed to a process, machine,
manufacture, or composition of matter?

» Step 2A: Is the claim directed to an abstract idea?

» Step 2B: If claim is\directed to abstractiidea, any claim
element (or combination)sufficient to ensure claim amounts
to significantly more‘than'the-abstract idea itself?
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Abstract Idea Examples McDermott

Will& Emery

» |ssued by USPTO January 27, 2015

» Provides more information on how USPTO applies the
Eligibility Test and interprets state of the law in view of Alice.

» USPTO is going to continue to work,on, additional examples
» |ntended to showsthat not all software is an abstract idea
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2014 Interim Eligibility Guidance: Eligibility
Test (Overview)

« “Concept inextricably
tied to computer
technology” (Example 1
— Hypo.)

* “[A] claimed solution ...
necessarily rooted in
computer technology in
order to overcome a
problem specifically
arising in the realm of
computer networks”
(Example 2 - DDR)

McDermott

Will& Emery

{ Step 27
[PART 1 Mayo testf
IS THE CLAIM DIRECTED
TO A LAW OF NATURE, A
MATURAL PHEMONEMORK, OR AN
ABSTRACT IDEA
[ JUDICIALLY RECOGNIZED
EXCEPTIONS) 7

N

Fundamental economic practices

Certain methods of organizing-human activities

Mathematical relationships/formulas

“creation of a contractual relationship” (Example 7 - buySAFE)

“using advertising as an exchange or currency” (Example 8)
“‘generating a blue noise mask... produced through an iterative
mathematical operation” (Example 3 — Research Corp.)

“‘gathering and combining data by reciting steps of organizing
information through mathematical relationships” (Example 5 — Digitech)
“calculating pseudo-ranges and absolute times, and the mathematical
model” (Example 4 - SiRF)

“‘game of Bingo as recited in the claim can be performed mentally”
(Example 6 — Planet Bingo)
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2014 Interim Eligibility Guidance: Eligibility

Test (Overview)

Improvements to another
technology or technical field;
Improvements to the functioning
of the computer itself;
Meaningful limitations beyond
generally linking the use of an
abstract idea to a particular
technological environment
“transform the gray scale
image to a binary image array
and converting the binary
image array into a halftoned
image ... improve the
functioning of the claimed
computer itself... ... allows the
computer to use to less
memory [and] results in faster
computation time” (Example 3
— Research Corp.)

“limited to a mobile device
comprising a GPS receiver ...
[and] improve[s] an existing
technology (global
positioning) by improving the
signal-acquisition sensitivity of
the receiver” (Example 4 - SiRF)

YES

( Step 28)
[PART 2 Mayo lest]
DOES THE CLAIM RECITE
ADDITIONAL ELEMENTS THAT
AMOUNT TC SIGNIFICANTLY

McDermott

Will& Emery

Adding the words "apply it"
(or an equivalent) with an
abstract idea,

Mere instructions to
implement an abstract idea
on a computer

“[Clreate a contract on a
computer and send it over a
network.” (Example 7 -
buySAFE)

“using advertising as an
exchange or currency with
routine, conventional activity
specified at a high level of
generality in a particular
technological environment.”
(Example 8 - Ultramercial)
“generic computer
components are claimed to
perform their basic functions”
(Example 6 — Planet Bingo)
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Will& Emery

PRE- AND POST-ALICE
STATISTICS AT THE USPTO
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McDermott

Pre- and Post-Alice Statistics’ Will& Emery

Number of Office Actions and Patentable Subject Matter
(“PSM”) Rejections By Month by Tech Center

9000
8000

B Feb 2015 OA
7000
6000 H Feb 2015 PSM

Rejections

5000 m July 2014 OA
4000 -

M July 2014 PSM
3000 Rejections

1000 H May 2014 PSM

Rejections

1600 1700 2100 2400 2600 2800 3600 3700

Tech Center

*According to information provided by LexisNexis PatentAdvisor for publicly accessible patent applications at the USPTO
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McDermott

Pre- and Post-Alice Statistics™ Will& Emery

Number of PSM Rejections and Notices of Allowance By Month of
Business Method Art Units Compared to Other Art Units

4000
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M Feb 2015 NOA
3000

B Feb 2015 PSM
2500

Rejections
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2000

M July 2014 PSM
Rejections

1500

1000 H May 2014 NOA
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*According to information provided by LexisNexis PatentAdvisor for publicly accessible patent applications at the USPTO
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McDermott

Pre- and Post-Alice Statistics™ Will& Emery

Number of PSM Rejections and Notices of Allowance Within
the 3600 Tech Center Over Time

250

200 M Feb 2015 OA

H Feb 2015 NOA
M Feb 2015 PSM Rejections

150 -
m July 2014 OA
W July 2014 NOA

100 - M July 2014 PSM Rejections
® May 2014 OA

50 = May 2014 NOA
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0
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*According to information provided by LexisNexis PatentAdvisor for publicly accessible patent applications at the USPTO
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McDermott

Pre- and Post-Alice Statistics™ Will& Emery

Current Disposition of Applications Receiving Alice-type PSM
rejections

.

July 2014

B Cite Alice ®Pending m Abandoned ™ Patented

*According to information provided by LexisNexis PatentAdvisor for publicly accessible patent applications at the USPTO
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ALICE IMPLEMENTATION AT
THE USPTO
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Alice Implementation at the USPTO” %ﬁ?&fﬂﬁy

» Training
— Alice training at least once is mandatory for each examiner.

— Some tech centers having recurring training (e.g., monthly).

« Tech centers having recurring training appear to be Alice heavy tech
centers, such as the 3600 tech center that includes e-commerce patents.

— In these tech centers, interpretation of claims by Examiners in view of Alice
based on that training changes significantly each month.

This information is anecdotal and is collected based on conversations with Examiners and practitioners
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Alice Implementation at the USPTO* %ﬁ?&fﬁlﬁy

» /[ssuance of Rejections and Review of Responses

— Each tech center has at least one examiner designated as “Subject
Matter Eligibility Point of Contact” or “Alice expert”.

— Review by an Alice expert forian, Alice-type 101 rejection or response
thereto is not mandatory in'some tech centers.

— At least one tech centeriis reported to'have an “Alice board” of three
examiners designated for reviewing responses to Alice-type 101
rejections, and for assisting with identification Alice-type 101 rejections
to be made.

This information is anecdotal and is collected based on conversations with Examiners and practitioners
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Alice Implementation at the USPTO* %ﬁ?&fﬁlﬁy

» [ssuance of Rejections and Review of Responses (cont’d)

— About half of Alice-type 101 rejections use boilerplate language
without addressing the specific limitations of the rejected claim(s).

— Examiners do not have clear guidance on what:is sufficient to
overcome an Alice-type-101 rejection

— Accordingly, any claim amendments madeto address Alice-type 101
rejections may be “dead on arrival®, or their sufficiency may differ
based on when they are considered

This information is anecdotal and is collected based on conversations with Examiners and practitioners
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Alice Implementation at the USPTO* MeDermott

Will& Emery

» [ssuance of Rejections and Review of Responses (cont’d)

— Alice experts are reportedly not accepting arguments traversing Alice-
type 101 rejections, but instead are withdrawing Alice-type 101
rejections in response to claim amendments made to recite a machine
that is not a general purpose computer

« Example: “an ultrasound probe which transmits an ultrasound signal to an
object and receives ‘an ultrasound echo signal reflected from the object”

— Business method art unit examiners apparently do not merely require
an additional specialized widget, but instead demand a novel/non-
obvious physical component

This information is anecdotal and is collected based on conversations with Examiners and practitioners
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Alice Implementation at the USPTO” %ﬁ?&fﬂﬁy

= Allowance

— Initially after the Alice decision, allowed applications were pulled from
allowance, although this practice appears to have ended.

— In some tech centers, a review of any allowance for an application in
which an Alice-type 101 rejection is issued-is‘'mandatory and is done
by a board of specialists

* These appear to be the Alice heavy tech centers

This information is anecdotal and is collected based on conversations with Examiners and practitioners
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Issued patents that overcame Alice 101- McDermott
rejections Will& Emery

= As of May 2015, 63 patent applications were identified as
having overcome an Alice-type 101 rejection and passed to
iIssuance.”

» Breakdown of these Issued patents by tech center:

w40
"q:';30
-520
|
¥ gl 0 m B m B W |ssued
Q O O O O O O
Q7 \ Q7 Q7 Q7 Q7 Q7 AQ
S ARG IR S
Tech Center

*According to data provided by LexisNexis PatentAdvisor
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Issued patents that overcame Alice 101- McDermott
rejections Will& Emery

» Of the 63 identified patents, overwhelmingly:

— (1) Alice-type 101 rejections were withdrawn when amendments
overcame the cited prior art;

— (2) only had Alice-type 101 rejections,-and the claims were amended
to either recite a special purpose machine or to'include a detailed
algorithm (i.e., “meaningful limitations beyond generally linking the use
of an abstract idea'to'a particular technological environment”) in order
to overcome the Alice-type 101 rejection.
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McDermott

Questions? Will& Emery

Ahsan A. Shaikh
RPartner & Patent Attorney
McDermott Will & Emery LLP*
650.815.7506
ashaikh@mwe.com | mwe.com

*One of Only Four Tier 1 IP Patent Prosecution Law Firms (Legal 500)
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Part 5: Q&A

Feel free to stick around until 1:30.
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