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USPTO Guidance (35 U.S.C. § 101)

* Patent eligibility has been a great source of controversy since Mayo
v. Prohmetheus and Alice v. CLS Bank Int'l
— These Supreme Court decisions made it more difficult to patent certain types of
inventions (specifically, diagnostic methods, software, and business methods).
* Two Step Analysis after Mayo and Alice:

— Step 1: Is claim directed to one of four statutory categories (process, machine,
manufacture, or composition of matter)?
— Step 2: Alice/Mayo Test (claim must not be directed to subject matter
encompassing a judicial exception)
* Step 2A: Is claim directed to a judicial exception (Abstract idea, law of
nature, natural phenomenon)?

* Step 2B: Does the claim recite additional elements that amount to
substantially more than the judicial exception?

* USPTO issued new guidance on eligibility on January 7, 2019
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What remains the same
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What has changed: Revised Step 2A
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* 2019 PEG revises Step 2A:

— Creates new two-prong inquiry for
determining whether a claim is
“directed to” an exception

MMMMMM 23 — Groups abstract ideas
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MPEP flowchart including revised Step 2A
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Does The Claim
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PRONG TWO
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Application?
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I
USPTO's Alice/Mayo Test

* Step 2A - Determining if a Claim is "Directed To" an Abstract
Idea - Has Two Prongs:

* First Prong - Evaluate whether the Claim Recites a Judicial Exception

— Identify the specific limitations in the claim (individually or in combination) that are believed to recite
an Abstract Idea

— Determine whether the identified limitation(s) fall within Specific Subject Matter
Groupings of (1) fundamental mathematics (Bensen), (2) basic “methods of organizing
human activity” (Bilski and Alice) or (3) pure mental processes

* Second Prong — Evaluate whether the Judicial Exception is@
Integrated into a Practical Application

*  Step 2B - Determining if a Claim has an "Inventive Concept"
remains the same

* Berkheimer Guidance continues to apply — Examiner must show the
concept is well-understood, routine or conventional (i.e., "WURC")
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USPTQ's Step 2A: First Prong

¢ The First Prong:

— What Specific Judicial Exceptions for Abstract Ideas must the claim be "directed
to" under 2019PEG?

* Mathematical Concepts — mathematical relationships; mathematical formulas
or equations; mathematical calculations [Bilski, Digitech, Bancorp].

* Methods of Organizing Human Activity — fundamental economic principles or
practices (hedging, mitigating risk, insurance); commercial or legal interactions
(agreements, legal obligations; advertising, marketing or sales activities or
behaviors and business relations); managing personal behavior or
relationships or interactions (social activities, teaching, following rules or
instructions) [Alice, Inventor Holdings, OIP Tecs, buySAFE, Ultramercial, Voter
Verified, Interval Licensing].

* Mental Processes — concepts performed in the human mind (observation
evaluation, judgment, opinion) [Mayo, Flook, Benson, Synopsys, Mortgage
Grader]

IF NOT IN THESE CATEGORIES - THE SUBJECT MATTER IS ELIGIBLE
L
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USPTO's Step 2A: Second Prong
* The Second Prong:

— How is the Judicial Exception for Abstract Ideas Integrated into a Practical
Application under 2019PEG?

* Does it Apply, Rely on or Use the Judicial Exception? — does it provide a
meaningful limit such that it is more than a drafting effort designed to monopolize
the exception?

* Is There a Practical Application?— does an additional element(s)
— Improve a technology, a particular machine or manufacture?

— Effect a transformation or reduction of a particular article to a different state
or thing?

— Do more than "apply it," or add insignificant extra-solution activity or only
generally link to a particular technological environment or field of use

* Does not include considerations of "well-understood, routine or conventional"—
that is only relevant to Step 2B

IF INTEGRATED —> THE SUBJECT MATTER IS ELIGIBLE
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Prong Two considerations: Details

Limitations that are indicative of integration
into a practical application:

Improvements to the functioning of a computer,
or to any other technology or technical field -
see MPEP 2106.05(a);

Applying or using a judicial exception to effect a
particular treatment or prophylaxis for a disease
or medical condition — see Vanda Memo;

Applying the judicial exception with, or by use
052 );;argciculajr machine - spee MPEP 2106.’65(b);

Effecting a transformation or reduction of a
particular article to a different state or thing -
see MPEP 2106.05(c); and

Applying or using the judicial exception in some
other meaningful way beyond generally linking
the use of the judicial exception to a particular
technological environment, such that the claim
as a whole is more than a drafting effort
designed to monopolize the exception - see
MPEP 2106.05(e) and Vanda Memo.

Limitations that are not indicative of
integration into a practical application:

Adding the words "apply it" (or an equivalent)
with the judicial exception, or mere
instructions to implement an abstract idea on
a computer, or merely uses a computer as a
tool to perform an abstract idea - see MPEP
2106.0§f);

Adding insignificant extra-solution activitg( to
the judicial exception - see MPEP 2106.05(g);
an

Generally linking the use of the{'udi_cial
exception to a particular technological
environment or field of use — see MPEP
2106.05(h)

(USPTO training materials)
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* The Current Analysis Remains the Same:

Step 2B

In a third step, the analysis would be conducted under step 2 of Alice in view
of the guidance from Berkheimer (2018).

The invention would be evaluated for its advance in a technology or a
computer, looking for "significantly more" than the abstract idea .

Significantly more is beyond "well-understood, routine, and conventional
(WURC) to a skilled artisan at the time of the patent" and is a factual
determination.

Whether a particular technology is well-understood, routine, and
conventional goes beyond what was simply known in the prior art.

The mere fact that something is disclosed in a piece of prior art, for
example, does not mean it was well-understood, routine, and conventional
— it may convey "significantly more."

11/26/2019
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October 2019 Update

* October 17, 2019 — Subject Matter Eligibility
Update
— Additional clarifications of the previous guidance

— Additional comments regarding Mental Processes

— Additional comments regarding integration into a
practical application
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Mental Processes

* Examples that do not recite Mental
Processes:
— Calculating absolute position of GPS receiver

— Detecting suspicious activity using network monitors
and analyzing network packets

— Data encryption method

— Rendering a halftone image of a digital image




Mental Processes

* Examples that do recite Mental Processes:

— Collecting, analyzing, and displaying information at a
high level

— Comparing genetic sequences to each other
— Collecting and comparing known information

— ldentifying head shape and applying hair designs

11/26/2019
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Improvement in Function of Computer or
Technology

* |f the specification sets forth an improvement in a
conclusory manner (i.e., bare assertion without necessary
detail), then Examiner should not determine that there is
an improvement

* If claim recite components or steps that lead to
improvement, it is not necessary to recite what is
improved in the claim (e.g., increasing bandwidth)
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Take-Aways

* New Guidelines have decreased rejections under § 101

* Recommendations for specification drafting
— Describe particular improvement in the specification

* Include practical application
* Explain the advantage of the new technology (e.g., describe the technical problem solved by

the invention)
— Describe algorithm in originally filed application (written description and/or
drawings) that includes the practical application

— Describe structure in specification
* Processor, memory, microcontroller

* Recommendations for claim drafting
— Include a practical application of the invention in the claim so that the
invention is applied to do some action.
— For example, include new structure or action based on process that may be
considered a "mental process."
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to invalidate patents

Patent Eligibility at the District Court

* Alice decision has given Defendants in patent lawsuits a big weapon

Robert B, Sachs (2013]

Pre-Alice: Dedsions

Pre-Alice vs. Post-Alice
Federal Court Section 101 Decisions & Litigated Patents

Post-Alice: Decisions Pre-Alice Patents Post-Alice: Patents

mineligible mEligible
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Patent Eligibility at the District Court

* Defendants have had great success challenging patent invalidity
early on in litigation; over half the District Court decisions coming on
Rule 12 motions for judgments on the pleadings or to dismiss

Summary of Section 101 motion outcomes and appeals: July 2014 - June 2019

| Total Decisions | Eligible [ Ineligible | % Invalid
District 682 295 387 56.7%
Motion for JOP 132 45 87 65.9%
Motion to Dismiss 365 165 200 54.8%
MSJ 163 69 94 57.7%
Post-Trial Motion 17 14 3 17.6%
Other 5 2 3 60.0%
Fed. Cir. 156 23 133 85.3%
Appeal . il 0 0.0%
Appeal-CBM 16 0 16 100.0%
Appeal-JOP 29 & 23 79.3%
Appeal-MS] a6 7 39 B4.8%
Appeal-MTD a7 6 a1 87.2%
Appeal-Prelim Inj. 1 a 1 100.0%
Appeal-PTAB 11 a 11 100.0%
Appeal-Post Trial Motion 5 3 2 40.0%

Robert R. Sachs (2019)
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Patent Eligibility at the District Court

* February 2018 Federal Circuit decisions in Berkheimer v. HP and
Aatrix Software v. Green Shades Software reversed the trend; Rule
12 and Summary Judgment motions cannot be granted if there is a
factual dispute over whether inventive concept is claimed.

— “The second step of the Alice test is satisfied when the claim limitations
involve more than performance of well-understood, routine, [and]
conventional activities previously known to the industry.”

— "While patent eligibility is ultimately a question of law, the district court
erred in concluding there are no underlying factual questions to the § 101
inquiry. Whether something is well-understood, routine, and conventional
to a skilled artisan at the time of the patent is a factual determination."

HhER &S 1T DFFEFEAE 1
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Patent Eligibility at the District Court

Patents Invalidated Under Alice Before and After Berkheimer by Procedural Stage

Pre-Berkheimer

Rule 12
Post-Berkheimer
Pre-Berkheimer
Summary
Judgment

Post-Berkheimer

0 100 200 300 400 500
uNot Invalid = Mixed by Claim  m Invalid

Source: RPX
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Patent Eligibility at the District Court

Patents Invalidated Under Alice Before and After Berkheimer

Pre-Berkheimer

Post-Berkheimer

0 100 200 300 400 500 600 700 800
u Not Invalid ~ m Mixed by Claim = Invalid

Some percentages add up to more than 100%, as patent claims occasionally see multiple Alice rulings with different outcomes.
(For example, a claim may be found not invalid in one case and invalid in another.)

Source: RPX
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Patent Eligibility at the District Court

Increase in District Court patent lawsuits and NPE activity has
coincided with recent Federal Circuit decisions favoring Patent

Owners on § 101 eligibility

Defendants Added to US District Court Litigation Campaigns Quarterly
1,250
1,148

1477

1.005
w i

2016 2006 206 2006 217 2007 2017 2017 2018 2018 2018
(=1} Qz Q3 4 L=} Qz Q3 Q4 [=}] Qz Q3

= Operating Compary = NPE

1.007
m i

2018 2019 2019 2019
Q4 al Qz Q3

Source: RPX
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Patent Eligibility at the District Court

* Additional recent Federal Circuit decisions may further weaken
§ 101 invalidity challenges at the Courts

— Cellspin Soft, Inc. v. Fitbit, Inc. (June 25, 2019): presumption of patent
validity also extends to the issue of patent-eligibility

— MyMail v. ooVoo (August 16, 2019): "if the parties raise a claim construction
dispute at the Rule 12(c) stage, the district court must either adopt the non-
moving party's constructions or resolve the dispute to whatever extent is
needed to conduct the § 101 analysis."

— Athena Diagnostics, Inc. v. Mayo Collaborative Servs. (Feb. and July 2019):
While claims directed to law of nature and invalid under Supreme Court's
2012 Mayo decision, Federal Circuit issued an 81 page order on rehearing
with individual judges criticizing Supreme Court's Mayo decision.

HhER &S 1T DFFEFEAE 1
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Tillis-Coons Bill

* Draft bill text to reform § 101 released by bipartisan group of U.S.
Senators and Representatives on May 22, 2019
» Stated goal of draft text was to solicit feedback

* Senate Judiciary Subcommittee on Intellectual Property hearings
onJune 4, 5, and 11 to solicit additional feedback from a total of
45 witnesses

Tillis-Coons;E =
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Tillis-Coons Bill

* Draft bill makes following changes:

Section 100:

* (k) The term “useful” means any invention or discovery that
provides specific and practical utility in any field of technology
through human intervention.

III

Section 101:

* (a) Whoever invents or discovers any useful process,
machine, manufacture, or composition of matter, or any useful
improvement thereof, may obtain a patent therefor, subject to the
conditions and requirements of this title.

* (b) Eligibility under this section shall be determined only
while considering the claimed invention as a whole, without
discounting or disregarding any claim limitation.

Tillis-Coons;£ZE
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Tillis-Coons Bill

* Draft bill makes following changes:

Section 112:

e (f) Functional Claim Elements — An element in a claim
expressed as a specified function without the recital of structure,
material, or acts in support thereof shall be construed to cover the
corresponding structure, material, or acts described in the
specification and equivalents thereof.
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Tillis-Coons Bill

* Additional Legislative Provisions:

= The provisions of section 101 shall be construed in favor of
eligibility.

= No implicit or other judicially created exceptions to subject
matter eligibility, including “abstract ideas,” “laws of nature,” or
“natural phenomena,” shall be used to determine patent
eligibility under section 101, and all cases establishing or
interpreting those exceptions to eligibility are hereby
abrogated.

= The eligibility of a claimed invention under section 101 shall be
determined without regard to: the manner in which the
claimed invention was made; whether individual limitations of
a claim are well known, conventional or routine; the state of
the art at the time of the invention; or any other
considerations relating to sections 102, 103, or 112 of this title.
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Tillis-Coons Bill

e Highlights from June 4, 5, and 11 Hearings
* General agreement that § 101 in state of crisis and Alice test
too hard to apply consistently
* General concern that § 101 has had or could have negative
impact on U.S. innovation and leadership in Al, quantum
computing, diagnostic methods, and genetics

* Concern that "practical utility" language (Section 100) too
vague and invites the Courts to create a new Alice-type test

11/26/2019
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Tillis-Coons Bill

* Current Status
* Sen. Tillis stated in September: "We haven’t really figured out a
timeline at this point. We're still working on it."
* Sen. Coons in September: "We need to reach comprise in order
to be able to move forward. And it’s my hope we’ll have that
done by the end of this month."
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