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PATENTABLE SUBJECT MATTER ELIGIBILITY IN
THE AFTERMATH OF BILSKI AND PROMETHEUS
Stephen C. Durant, Warren D. Woessner, Ph.D.,
Robin A. Chadwick, Ph.D., and William E. Kalweitt
Schwegman, Lundberg & Woessner, San Jose, CA

I. INTRODUCTION*
The information technology world has been revolutionized in the
thirty years since the Supreme Court decided the Benson, Flook,
and Diehr trilogy of cases in which it first addressed the
application of35 U.S.C. § 101 to modem computer-implemented
inventions. Those cases involved algorithms embedded in
computer programs to control relatively simple discrete processes:
converting from BCD to binary (Benson), computing an alarm
limit, (Flook) and determining when to open a mold press (Diehr).
Since then, the personal computer happened; the Internet
happened; ecommerce happened; social media happened; and now,
it's all gone mobile. Each of these emerging fields is enabled by
information technology innovations that involve complex systems
of computer software, firmware, and hardware.
In the decade following the Supreme Court trilogy, the Court of
Appeals for the Federal Circuit evolved the so-called Freeman-

See Warren D. Woessner's Patents4Life blog at
http://www.patents4life.com/ for further discussion of these and
other patent law issues.
• This article is intended for educational purposes only, and not to
provide legal advice with respect to any particular matter or
question of law. It only reflects the views of the authors and not of
other members of the firm, the firm itself, or its clients.
3
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Walter-Abele 1 two-part test to define the line between statutory
methods and abstract ideas for software-based inventions.
However, through a series of decisions, including In re Alappat ,2
In re Warmerdam/ and, In re Lowry,4 the Federal Circuit demoted
that test in favor of the approach articulated in the State Street
Bank v. Signature Financial decision, which required only a
"useful, concrete and tangible result" to satisfy the statutory
subject matter requirement. 6 The result was a flood of patents
directed to software-based innovations developed within the new
revolutionized information economy. In recent years, it has
become commonplace to obtain patent protection for softwarebased information processing innovations.
More than ten years later, following hints of dissatisfaction with
the State Street Bank ruling expressed by the Supreme Court in
LabCorp. v. Metabolite Labs. 7, and after thousands of software
patents had issued and many more applications had been filed in
1

In re Schrader, 22 F.3d 290, 292 (Fed. Cir. 1994). Using the two
part test, the first step is to determine "whether a mathematical
algorithm is recited directly or indirectly in the claim." Id If it is
stated directly, the nest step is to determine ''whether the claimed
invention as a whole is no more than the algorithm itself." Id If
the claimed invention is comprised wholly of an algorithm, then it
is not patent-eligible. Id
2
33 F.3d 1526 (Fed. Cir.1994) (en bane) (holding that the USPTO
is obligated to apply the provisions of35 U.S.C. § 112,6 during§
101 determinations).
3
33 F.3d 1354 (Fed. Cir. 1994) (holding that a data structure
stored in memory that is produced by a novel process is statutory).
4
32 F.3d 1579 (Fed. Cir. 1994) (holding that a data structure
encoded in memory is a patentable article of manufacture and not
mere printed matter).
5
149 F.3d 1368 (Fed. Cir. 1998) (dealing with a computer
configured to implement a business method involving a 'hub and
spoke' financial construct for the management of mutual funds).
6
Id at 1373.
7
126 S. Ct. 2921 (2006).
4

reliance upon the State Street Bank decision, the Federal Circuit
threw the interpretation of statutory subject matter into turmoil
when it abruptly changed course, reversed State Street Bank and
announced that heretofore, the 'machine or transformation' ('M or
T') test would be used to assess whether a method claim recites an
unpatentable abstract idea. 8
The Supreme Court affirmed the Federal Circuit's ruling that the
patent claims at issue involving a method for hedging risk failed to
recite statutory subject matter, but in reaching the holding, it
declared that the M or T test is not the definitive test for patentable
subject matter determinations but is merely a clue as to
patentability. 9 The Supreme Court in Bilski abstained from
providing guidance as to what constitutes an abstract idea and
instead encouraged the Federal Circuit to develop criteria
consistent with its precedent, primarily Benson, Flook, and
Diehr. 10
Following close on the heels of the Bilski decision, the Supreme
Court again addressed statutory subject matter questions in Mayo
Collaborative Servs. v. Prometheus Labs., Inc. 11 in which it
considered whether claims directed to a method for optimizing the
dosing of a drug are eligible for patenting where the method
involved administering a drug to determine the level of the
metabolite in the blood and then correlating dosage levels with the
determined metabolite level. In holding the claim to be nonstatutory, the Supreme Court in Prometheus concluded that the
patent claims at issue effectively claimed the underlying laws of
nature themselves. 12
In a series of decisions following the Bilski and Prometheus
holdings, the Federal Circuit has split as to the approach to take to
8

In re Bilski, 545 F.3d 943 (Fed. Cir. 2008).
Bilskiv. Kappas, 130 S. Ct. 3218 (2010).
10
/d. at 3231.
11
132 S. Ct. 1289 (2012).
12
/d. at 1305.
5
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evaluate whether claims satisfY the eligibility requirements under
§ 101 . This paper addresses the question: what are the rules to
evaluate the statutory subject matter eligibility of a patent claim in
the aftermath of Bilski and Prometheus?
Section II of this paper sets forth the statutory language that forms
the basis for statutory subject matter under the Patent Act. 13
Section III summarizes the main court cases that have developed
the statutory subject matter determination into what it is today, 14
starting with the more "ancient" Supreme Court cases and
progressing to the most recent Prometheus decision. It then
discusses the post-Bilski and post-Prometheus Federal Circuit
cases, including the yet-to-be-resolved Myriad, as well as the lTC
case of SiRF Tech. v. Broadcom.
Section IV outlines the USPTO' s policy regarding statutory
subject matter in light of recent Supreme Court decisions, 15
beginning with the PTO's guidance after the Federal Circuit's
decision in In re Bilski and culminating with its explanation of the
Supreme Court's ruling in Prometheus.
Section V explains the Federal Circuit' s approach to determining
patent-eligibility in view of Bilski and Prometheus, where the court
is split between the "coarse eligibility filter" and the "abstracted
claim concept" approaches. It then finishes up with a discussion of
the challenges facing drafters and practitioners going forward .16

II. THE STATUTE: 35 U.S.C. § 101
Whoever invents or discovers any new and useful
process, machine, manufacture, or composition of
matter, or any new and useful improvement thereof,
13

See
See
15
See
16 see
14

irifra, section II
infra, section III
irifra, section IV
mifra, sectiOn v
0

0
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may obtain a patent therefor, subject to the conditions
and requirements of this title. 17

III. RECENT COURT CASES DISCUSSING
STATUTORY SUBJECT MATTER
a. Supreme Court Cases:
Gottschalk v. Benson
In 1972 the Supreme Court first considered the patentability of
18
computer programs in Gottschalk v. Benson ("Benson"). The
19
Benson application's subject matter involved a method of
programming a general purpose digital computer to convert si~nals
from binary-coded decimal (BCD) form to pure binary form?
The Court assessed that the Benson claims were seeking patent
protection over an "algorithm" that represented "a generalized
formulation for programs to solve mathematical problems of
converting one form of numerical representation to another. " 21 In
this assessment the Court noted that the claims were not limited to
any particular art or technology, to any particular apparatus or
machinery, or to any particular end use. 22 The Court also noted
that the conversion of BCD numerals to binary numerals can be
performed mentally. 23 The Court found that as a general rule,
"phenomena of nature, though just discovered, mental processes,
and abstract intellectual concepts are not patentable, as they are the
basic tools of scientific and technological work". 24 The Court
expressed concern that "the 'process' claim is so abstract and
17

35 U.S.C. § 101
409 U.S. 63 (1972).
19
The application included method claims only.
20
See Benson, 409 U.S. at 64.
21
!d. at 65.
22
/d. at 64.
23
/d. at 67.
24 !d.
18
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sweeping as to cover both known and unknown uses."25 Further,
the Court was concerned that the claims were directed to a
mathematical conversion itself and not to a physical embodiment
or a "transformation and reduction of an article to a 'different state
or thing."'26 Finally, in acknowledgement of the Court's
preemption concern regarding abstract ideas, the Court observed
that the mathematical formula involved has no substantial practical
application except in connection with a digital computer, and that
the patent would wholly pre-empt the mathematical formula and in
7
practical effect would be a patent on the algorithm itseif?
Although the Court expressly indicated that its ruling does not
preclude the patenting of a computer program, 28 the decision in
Benson has had the consequence of suggesting that computer
programs are unpatentable.

Parker v. Flook
In Parker v. FlooK 9 ("Floo/C'), the Supreme Court considered a
method claim for updating the alarm limit of at least one variable
involved in a process for the catalytic conversion of
hydrocarbons. 30 The Court assumed that the only novel feature is a
mathematical algorithm for calculating the alarm limit. 31 The
Court noted that although "the computations can be made by
pencil and paper calculations, the abstract of disclosure makes it
clear that the formula is primarily useful for computerized
calculations producing automatic adjustments in alarm setting."32
The Court ruled that a claim for an improved method of
calculation, even when tied to a specific end use, is unpatentable
subject matter and that a discovery of a novel and useful
25

ld. at 68.
ld. at 70.
27
Jd. at 71-72.
28
Jd. at 71- 73 .
29
437 U.S. 584 (1978).
30
Jd. at 585-86.
31
Jd. at 588.
32
ld. at 586.
26
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mathematical formula may not be patented unless there is some
other inventive concept in its application.33 The Court also ruled
that incorporation of "post-solution" activity did not render the
formula patentable. 34 The Court rejected the idea that "postsolution activity, no matter how conventional or obvious in itself,
can transform an unpatentable principle into a patentable
36
process."35 As later explained by the Court in Diamondv. Diehr
37
("Diehr") and Bilski v. Kappos ("Bilski"), Flook stands for the
proposition that the prohibition against patenting abstract ideas
cannot be circumvented by attempting to limit the use of the
formula to a particular technological environment or adding
insignificant post-solution activity.

Diamond v. Chakrabarty
In Diamond v. Chakrabarty38 ("Chakrabarty"), the Court
emphasized that the exceptions to patentability are limited to laws
of nature, physical phenomena, and abstract ideas. 39 The subject
matter of Chakrabarty's application involved genetic
engineering. 40 The Court rejected the notion that Flook stands for
the proposition that patent rights cannot be extended to
technologies not contemplated by Congress.41 The Court indicated
that the courts should not create new exceptions to patentability
and famously quoted the Congressional record, saying that

33

Id at 595 (citing In re Richman, 563 F.2d 1026, 1030 (C.C.P.A.
1977)).
34
Id at 590.
35 Id
36
Diamondv. Diehr, 450 U.S. 175, 191-192 (1981).
37
Bilski v. Kappos, 130 S. Ct. 3218, 3231 (20 10).
38
Diamond v. Chakrabarty, 447 U.S. 303 (1980).
39
Id at 309.
40
Id at 305.
41
/dat315.
9

Congress intended statutory subject matter "to include anything
under the sun that is made by man." 42

Diamond v. Diehr
In Diamond v. Diehr,43 the Supreme Court ruled for the first time
that a computer process is patentable. 4"' The Court upheld as
patentable subject matter a process for molding, or "curing," raw
synthetic rubber into a product that would retain its shape.45 The
process involved using the well-known variable of time,
temperature, and a mathematical formula, but combined them with
a previously uncontrollable variable (i.e., the temperature inside of
a rubber press) and use of a programmed computer.46 Although
the invention incorporated a well-known mathematical formula,
the Court concluded that the patent constituted eligible subject
matter because it sought process protection over the formula's use
solely in conjunction with the other steps of the process. 47
Referring to Benson, the Court observed that an algorithm
programmed to run on a general purpose computer is like a law of
nature that cannot be the subject of a patent.48 However, a "claim
drawn to subject matter otherwise statutory does not become
nonstatutory simply because it uses a mathematical formula,
computer program, or digital computer.',49
The Court did provide some guidance to determine whether a
claim that contains an algorithm is statutory. The act of
"transforming or reducing an article to a different state or thing"

42

Id at 309 (citing S. Rep. No. 1979, 82d Con g., 2d Sess., 5
(1952); H. R. Rep. No. 1923, 82d Cong., 2d Sess., 6 ( 1952)).
43
450U.S.175,(1981).
44
Id at 187.
45
Id at 177.
46
Id at 177-79.
47
Id at 187.
48
Id at 185-86.
49
Id at 187.
10

was evidence of statutory subject matter. 5° In the analysis, claims
must be considered as a whole; it is inappropriate to dissect claims
into old and new elements and then to ignore the presence of the .
old elements in the analysis. 5 1 Further, the novelty of any element
or step of a method is irrelevant in determining whether a claim
meets the statutory subject matter requirements. 52 However, the
Court cautions that claiming an unpatentable principle (e.g., a
formula) limited only by application to a particular technological
environment or recitation of insignificant post-solution activity
does not transform the unpatentable principle into a patentable
process.53 The Court stated that "when a claim containing a
mathematical formula implements or applies that formula in a
structure or process which, when considered as a whole, is
performing a function which the patent laws were designed to
protect (e.g., transforming or reducing an article to a different state
54
or thing), then the claim satisfies the requirements of§ I 01. "

Bilski
Starting with In re Bilski55, the Federal Circuit, and then the
Supreme Court (in Bilski), considered the patentability of business
methods and specifically, the patentability of method claims
directed to mental processes and claims reciting mental steps.
Bilski's patent application involved a method for managing (or
hedging) the consumption risks associated with selling a
commodity at a fixed price. 56 The claimed method allowed for a
commodity to be sold to consumers at a fixed price based on
historical averages by identifying market participants that can act
50

Id at 192-93 .
Id at 188.
52
!d. at 193 n.l5.
53
Id at 191-92.
54
Id at 192.
55
545 F. 2d 943 (Fed. Cir. 2008), cert. granted sub nom. Bilski v.
Doll, 129 S. Ct. 2735 (2009).
56
In re Bilski, 545 F.2d at 949-50.
11
51

in counter-risk positions to offset the risks of fluctuations in supply
and demand. 57 The method recited "managing the consumption of
risk costs of a commodity," such as coal to produce electricity, but
was not limited to this field. 58
Claim I recited:
(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. 59
The Federal Circuit's en bane decision held that Bilski's claims
failed to recite patentable subject matter.60 In arriving at this
result, the Federal Circuit also announced that the so-called
machine or transformation (M or T) test as the definitive test for
determining whether patent claims directed to a process recite
statutory subject matter.61 In adopting the machine or
transformation test, the Federal Circuit overruled its earlier
decision in State Street Bank & Trust Co. v. Signature Financial
Group, Inc. 62 to the extent that it deemed its previous "useful,
tangible and concrete result" test to be an inadequate test under

!d.
Id.
59
Id at 949 .
60
Id at 964-65.
61
Id at 959-60.
62
149 F.3d 1368 (Fed. Cir. 1998).
12
57
58

which to determine whether an alleged invention recites patent
eligible subject matter. 63
The provided M or T test stated that a method is "surely patenteligible under § 101 if: (1) it is tied to a particular machine or
apparatus, or (2) it transforms a particular article into a different
state or thing." 64 In formulating theM or T test, the Federal
Circuit relied upon a number of Supreme Court rulings including
Benson and Diehr. 65 The Federal Circuit noted that in Benson, the
Supreme Court held that transformation or reduction of an article
to a different state or thing is the clue to patentability of a process
that does not involve a particular machine. 66
The Federal Circuit clarified that there is no prohibition against
patent claims that recite a mental process in the absence of
significant physical steps. 67 However, methods involving purely
mental processes, like fundamental principles, are not patentable
subject matter. 68 The court reasoned that the proper approach to
determining whether a process constitutes patentable subject
matter is not measured against the existence of physical steps, but
rather is measured according to the machine or transformation
test. 69
As to the transformation prong of the machine or transformation
test, the Federal Circuit clarified what constitutes an "article". 70 In
63

In re Bilski, 545 F.2d at 959-60.
!d. at 954 (citing Gottschalk v. Benson, 409 U.S. 63, 70 (1972);
Diamondv. Diehr, 450 U.S. 175, 192 (1981); Parker v. Flook, 437
U.S. 584, 589 n. 9 (1978); Cochrane v. Deener, 94 U.S. 780, 788
(1876)).
65 !d.
66
In re Bilski, 545 F.2d at 954 (citing Benson, 409 U.S. at 70).
67
!d. at 960 (discussing In re Comiskey, 499 F.3d 1365, 1371 (Fed.
Cir. 2007)).
68
!d. at 965-66.
69
/d. at 960-61 .
70
/d. at 962.
13
64

this discussion, the Federal Circuit stated that it "is virtually selfevident that a process for a chemical or physical transformation of
physical objects or substances is patent-eligible subject matter." 71
However, the Federal Circuit questioned the patent-eligibility of
"many information-age processes .... [a]nd some so-called business
methods," the raw materials of which it respectively characterizes
as "electronic signals and electronically-manipulated data," and
"even more abstract constructs such as legal obligations,
organizational relationships, and business risks."72 By way of
explaining its precedent, the Federal Circuit discusses In re
Abele. 73 The In re Abele decision held that independent claim 5which broadly claimed displaying variances of data from average
values-was "directed solely to the mathematical algorithm
portion of appellants' invention and is, thus, not statutory subject
matter under§ 101."74 However, dependent claim 6 required "Xray attenuation data" that "is available only when an X-ray beam is
produced by a CAT scanner, passed through an object, and
detected upon its exit," was found to be patent-eligible. 75 With
respect to In re Abele, the Federal Circuit noted that transformation
of raw data into a particular visual depiction of an underlying
physical object is sufficient to render the claim patentable without
requiring the transformation of the underlying physical object that
the data represented. 76
In a strongly worded dissent, Judge Newman criticized the
majority, arguing that the M or T test is not supported by the
statutory language of§ 10 1, is inconsistent with Supreme Court
precedent, fails to keep pace with new technology, and links patent
eligibility to technologies of a bygone era.77

!d.
!d.
684 F.2d 902 (C.C.P.A. 1982).
74
!d. at 908.
75 !d.
76
In re Bilski, 545 F.2d 943 , 962-63 (Fed. Cir. 2008).
77
See generally id. at 976-98 (Newman, J. dissenting).
14
71

72
73

In its decision, the Supreme Court unanimously affirmed the
Federal Circuit's ruling that Bilski's claims failed to recite
statutory subject matter. 78 Also, the Court unanimously rejected
theM or T test as the sole test for patentability of process claims. 79
In spite of these agreements, the rationale for the ruling was highly
fragrnented. 80 The majority reviewed the provisions of§ I 0 I that
set forth patent eligible categories and concluded that the broad
terms demonstrate Congress' intent to give the patent laws wide
reach, and that the three excluded categories articulated by the
Court-namely, laws of nature, physical phenomena, and abstract
ideas-are consistent with the requirements that a patentable
process must be new and usefu1. 81
In the majority opinion, authored by Justice Kennedy, the Court
held that, while the M or T test is not the sole test for deciding
whether a process is patent eligible, it is a useful investigative tool
to provide a useful and important clue as to patentability.82 In
disapproving the M or T test as the sole test for process
patentability, the Court indicated that it did not intend to prohibit
the Federal Circuit from developing other limiting criteria
consistent with this decision. 83
The Court was less than unanimous on the question of whether
business methods are patentable, the issue being decided by a 5-4
vote. Five of the nine judges expressed the view that business

78

Bilski v. Kappas, 130 S. Ct. 3218, at 3231, 3258 (20 10).
Jd. at 3227, 3232, 3258-59.
80
The opinion included two concurrences respectively joined by
Justices Stevens, Ginsburg, Breyer, and Sotomayor, and Justices
Breyer and Scalia.
81
Bilski v. Kappas, 130 S. Ct. at 3225.
82
!d. at 3227.
83
!d. at 3231.
15
79

methods are not an excluded category of subject matter. 84 The
remaining four expressed the view that they are excluded. 85
The Court, by a 5-4 majority, held that Bilski's claims are
unpatentable because they are "abstract."86 The majority reasoned
that claim I was directed to the concept of hedging a risk, which is
an abstract idea. 87 The Court also reasoned that allowing
"petitioners to patent risk hedging would pre-empt use of this
approach in all fields , and would effectively grant a monopoly over
an abstract idea." 88
Writing a concurring opinion on behalf of the remaining four
judges, Justice Stevens preferred to reject the claims on the basis
that they invoke a business method. 89 Justice Stevens argued that
the majority "never provides a satisfYing account of what
constitutes an unpatentable abstract idea" .90 According to Justice
Stevens, the majority interpreted the claimed method as, "the basic
concept of hedging or protecting against risk" and "discounts [the]
application ' s discussion ofwhat sorts of data to use, and how to
analyze those data, as mere ' token post-solution components' ." 91
According to Justice Stevens, the majority' s rationale may lead to
the conclusion that, "any process that utilizes an abstract idea is
itself an unpatentable, abstract idea," which he asserted was never
before suggested by the Supreme Court. 92

84

!d. at 3228.
!d. at 3232 (Stevens, J., Ginsburg, J., Breyer, J., & Sotomayor, J.
concurring).
86
!d. at 3229-30 (majority opinion).
87 !d.
88
!d. at 3213.
89
!d. at 3232 (Stevens, J., Ginsburg, J., Breyer, J., & Sotomayor, J.
concurring).
90
!d. at 3236.
91
!d. at 3235.
92 !d.
16
85

Prometheus
The Supreme Court's unanimous Mayo v. Prometheus
("Prometheus") decision finally reversed the Federal Circuit after
the Federal Circuit had twice found Prometheus's claims patent
eligible.93 The matter first came before the Federal Circuit when
Prometheus appealed the district court's grant of summary
judgment of invalidity of U.S. Patents 6,355,623 ("the '623
patent") and 6,680,302 ("the '302 patent") under 35 U.S.C.
§ I 01. 94 These patents were generally directed to methods for
calibrating the proper dosage ofthiopurine drugs, which are used
for treating both gastrointestinal and non-gastrointestinal
autoimmune diseases. 95 The drugs are broken down by the body to
produce two metabolites; the patents involved measurements of the
two metabolites. 96 Claim 1 of the '623 patent was held to be
representative and recited:
A method of optimizing therapeutic efficacy for
treatment of an immune-mediated gastrointestinal
disorder, comprising:
(a) administering a drug providing 6-thioguanine to a
subject having said immune-mediated
gastrointestinal disorder; and
(b) determining the level of 6-thioguanine in said
subject having said immune-mediated
gastrointestinal disorder,
wherein the level of 6-thioguanine less than about
230 pmol per 8xl08 red blood cells indicates a need
93

Mayo Collaborative Servs. v. Prometheus Labs., Inc., 132 S. Ct.
1289 at 1298, 1305 (2012).
94
Prometheus Labs., Inc. v. Mayo Collaborative Servs., 581 F.3d
1336 (Fed. Cir. 2009) (citing Prometheus Labs., Inc. v. Mayo
Collaborative Servs. , No. 04-CV-1200, 2008 WL 878910
(S.D.Cal. Mar. 28, 2008)).
95
Prometheus Labs., Inc. v. Mayo Collaborative Servs., 581 F.3d
at 1339.
96 Id
17

to increase the amount of said drug subsequently
administered to said subject and
wherein the level of 6-thioguanine greater than about
400 pmol per 8xl08 red blood cells indicates a need
to decrease the amount of said drug subsequently
administered to said subject. 97
Mayo's motion for summary judgment contended that the patents
impermissibly claimed natural phenomena, specifically,
correlations between: a) thiopurine drug metabiolite levels; and b)
efficacy and toxicity. 98 The district court agreed with Mayo,
reasoning that the claims had three steps, an administering, a
determining, and a warning step, and that the first two steps were
"merely necessary data-gathering steps for any use of
correlations," while the third step, the warning step, was "only a
99
mental step." The district court further reasoned that the
inventors did not invent the claimed correlation and, because "the
claims cover the correlations themselves," the claims '"wholly preempt' the correlations." 100
In first overturning the district court, the Federal Circuit agreed
with Prometheus that the administering and determining steps
where both transformative and central to the claims "rather than
merely insignificant extra-solution activity" as Mayo contended. 101
Thus, theM or T test was used to affirm the patent eligibility of
the claims. The Federal Circuit also noted that the "presence of a
mental step does not detract from patentability." 102 Mayo
appealed. The Supreme Court granted certiorari, vacated the

97

/d. at 1340 (noting that claim 1 "of the '302 patent is
substantially the same, with the inclusion of determining 6-MMP
levels in addition to 6-TG").
98
/d. at 1340--41.
99
/d. at 1342
100
/d. at 1343, 1347.
101
/d. at 1344-47.
102
/d. at 1348.
18

Federal Circuit's judgment, and remanded (GVR'd) the case "for
further consideration in light of Bilski v. Kappos." 103
On remand, in its second look at the case, the Federal Circuit again
affirmed the patentability of the '623 and '302 patents' claims, and
again reversed the district court's grant of summary judgment.104
In considering Bilski, the Federal Circuit noted the Supreme
Court' s rejection of theM or T test "as the sole, definitive test for
determining the patent eligibility of a process under § 10 1." 105 The
Federal Circuit also noted, however, that "[t]he Court did
not.. .reject the machine or transformation test, but rather
characterized the test as ' a useful and important clue, an
investigative tool, for determining whether some claimed
inventions are processes under § 101 '." 106 The Federal Circuit
characterized the question as follows:
[P]atent eligibility in this case turns on whether
Prometheus's asserted claims are drawn to a natural
phenomenon, the patenting of which would entirely
preempt its use as in Benson or Flook, or whether the
claims are drawn only to a particular application of
that phenomenon as in Diehr.107
Prometheus argued that, in Bilski, the Supreme Court "held only
that patents that do not satisfy the machine-or-transformation test
are not necessarily unpatentable and did not overrule the longestablished view that claims that satisfy the machine-ortransformation test . . . necessarily satisfy § 101 ," and that its claims
assert a particular transformation of the patient's body as well as
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the bodily sample in addition to using particular machines. 108
Additionally, Prometheus argued that its claims did not "preempt
the abstract idea of calibrating drug dosages to treat disease,"
because "they recite specific means of treating specific diseases
using specific drugs." 109
The Federal Circuit appeared to largely adopt Prometheus's
reasoning. The Federal Circuit's discussion repeatedly references
the transformative effect of the administering and determining
steps ofthe claimed methods. 110 Such transformation ofthe
individual and of the bodily samples to perform the metabolite test
precluded, in the Federal Circuit's opinion, the conclusion that the
administering or determination steps were "merely datagathering
steps." 111 Although the Federal Circuit asserted that the claims do
not pre-empt all uses of the natural metabolic process, the issue is
not discussed in depth outside of the transformation discussion. 112
In finding the Prometheus claims patent-eligible, the Federal
Circuit declined to discuss the "Metabolite Labs. dissent," 113 in
Id.
109 !d.
110
See e.g., Prometheus Labs., Inc. v. Mayo collaborative Servs.,
628 F.3d at 1355-56, 57-58 (distinguishing from the claims in In
re Grams, 888 F.2d 835 (Fed. Cir. 1989), which involved claims
for determining if an individual had an abnormality based on a
clinical test where Federal Circuit characterizing the patentineligiblity ofthe Gram as "the essence of the claimed process was
the mathematical algorithm, rather than any transformation of the
tested individuals.")
111
Prometheus Labs., Inc. v. Mayo Collaborative Servs. , 628 F.3d
at 1357 (noting that this is the "crucial error the district court
made").
112
See generally Prometheus Labs. , Inc. v. Mayo Collaborative
Servs., 628 F.3d at 1355, 1359 (portions ofthe opinion in which
preemption is present in the discussion).
113
Laboratory ofAmerica Holdings v. Metabolite Labs., 548 U.S.
124, 126 S. Ct. 2921 (2006); Prometheus Labs. , Inc. v. Mayo
Collaborative Servs., 628 F.3d 1356.
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which Justice Breyer and two other now-retired Justices urged the
Court to find a claim to a diagnostic method patent-ineligible. The
Metabolite Laboratories' claims involved assaying the level of an
amino acid naturally occurring in the body and correlating that
level to the presence or absence of a vitamin deficiency.114 Unlike
the Metabolite Laboratories' claims, the Prometheus claims
required actual administration of a drug. The Federal Circuit ruled
that this administration of a synthetic drug transformed the human
body sufficiently to allow the measurement of a metabolite that
would not be present but for the administration of the drug. 115
Again Mayo appealed and again the Supreme Court granted
certiorari. 116
In Prometheus, the Supreme Court characterized the patents as
setting "forth laws of nature-namely, relationships between
concentrations of certain metabolites in the blood and the
likelihood that a dosage of a thiopurine drug will prove ineffective
or cause harm." 117 The Court also noted that although "it takes a
human action ... to trigger a manifestion of this relation ... , the
relation itself exists in principle apart from any human action." 118
The Supreme Court reasoned that "a process reciting a law of
nature" is not patentable "unless that process has additional
features that provide practical assurance that the process is more
than a drafting effort designed to monopolize the law of nature
itself. " 119 The Court then interpreted the administering step as
directed toward a pre-existing audience (i.e., doctors treating
patients with thiopurine drugs) and the determining step as a "wellunderstood, routine, conventional activity previously engaged in
114

See, e.g., U.S. Patent 4,940,658 claim 13
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by scientists who work in the field." 120 To these points, the Court
respectively notes "the prohibition against patenting abstract ideas
'cannot be circumvented by attempting to limit the use of the
121
formula to a particular technological environment,"' and
"[p]urely 'conventional or obvious' '[pre]-solution activity' is
normally not sufficient to transform an unpatentable law of nature
into a patent-eligible application of such a law." 122 The Court
concludes, to "put the matter. .. succinctly, the claims inform a
relevant audience about certain laws of nature; any additional steps
consist of well-understood, routine, conventional activity ... [that],
when viewed as a whole, add nothing significant beyond the sum
of their parts taken separately." 123
The Supreme Court continued its discussion with a summary of the
bases for its decision to reverse the Federal Circuit and hold the
patent invalid for failure to recite statutory subject matter. The
Court warned against "interpreting patent statutes in ways that
make patent eligibility 'depend simply on the draftsman's art'
Without reference to the 'principles underlying the prohibition
24
against patents for [natural laws]. "" Citing Flook, the Court
noted that it' s precedents, "insist that a process that focuses upon
the use of a natural law also contain other elements or a
combination of elements, sometimes referred to as an 'inventive
concept,' sufficient to ensure that the patent in practice amounts to
significantly more than a patent upon the natural law itself." 125
The Supreme Court identified Diehr and Flook as the "cases most
directly on point" and noted that "the Court reached opposite
conclusions about the patent eligibility of processes that embodied
120
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the equivalent of natural laws" in these cases 126 The Court
distinguished Diehr from the claims at issue by stating that "[i]t
nowhere suggested that all these steps, or at least the combination
of those steps, were in context obvious, already in use, or purely
conventional." 127 The Court distinguished Flook from Diehr by
stating, "[u]nlike the process in Diehr, [Flook] did not ' explain
how the variables used in the formula were to be selected, nor did
the [claim] contain any disclosure relating to chemical processes at
work or the means of setting off an alarm or adjusting the alarm
limit' ... [a]nd so the other steps in the process did not limit the
claim to a particular application." 128 The Court then likens the
claims at issue to those of Flook rather than Diehr. 129
In discussing other precedent, the Court concludes that the claim in
Benson, "(like the claims before us) was overly broad; it did not
differ significantly from a claim that just said 'apply the
algorithm."' 130 The Court went on to state, the "Court has
repeatedly emphasized this last mentioned concern, a concern that
patent law not inhibit further discovery by improperly tying up the
future use of laws of nature." 13 1 Respectively referring to Benson
and Bilski, the Court added "[s]imilarly, ... the claims before
[Benson] were 'so abstract and sweeping as to cover both known
and unknown uses of the [mathematical] formula,"' and "that to
allow 'petitioners to patent risk hedging would pre-empt use of this
approach in all fields."' 132 Thus, again, preemption appears to be
the chief concern, or test, of the Court.
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The Court also addressed the Federal Circuit's transformation
basis for finding the claims patent-eligible as well as the
Government's position that even a minimal recitation beyond a
law of natural should render claims patent-eligible and that other
statutory provisions (e.g., 35 U.S.C. §§ 102, 103, or 112) would
prevent over-breadth in claims. 133 First, the Court asserts that the
recited transformations are irrelevant. 134 Second, the Court asserts
that § § 102 and 103 do not allow a law of nature to be prior art
(ostensibly allowing a claim to be valid under § 102 and still
preempt use of the law of nature ). 135 Third, the Court notes that
§ 112 requires only "a 'written description ofthe invention . .. to
enable any person skilled in the art ... to make and use the same,"'
and does not address laws of nature. 136
Prometheus concluded by finding "that the patent claims at issue
here effectively claim the underlying laws of nature themselves." 137
(emphasis added)

b. Federal Circuit Cases:

Research Corp. Techs., Inc. v. Microsoft Corp. (December
8, 2010)
Research Corp. involved six patents relating to digital image
halftoning. 138 The following claim is representative:
I . A method for the halftoning of gray scale
images
by
utilizing a
pixel-by-pixel
comparison of the image against a blue noise
mask in which the blue noise mask is
comprised of a random non-deterministic,
non-white noise single valued function which
133
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is designed to produce visually pleasing dot
profiles when thresholded at any level of said
.
139
gray seaIe Images.
The court observed that ''this invention presents functional and
palpable applications in the field of computer technology,"
specifically stating "[t]hese inventions address 'a need in the art
for a method of and apparatus for the halftone rendering of gray
scale images in which a digital data processor is utilized in a
simple and precise manner to accomplish the halftone
rendering."' 140 ln ruling that the claims at issue recite statutory
subject matter, the Federal Circuit reasoned that inventions with a
specific application or improvement to technology in the
marketplace are not likely to be so abstract that they override the
141
statutory language and framework ofthe Patent Act.
Referring
to Justice Stevens' concurring opinion in Bilski, the Federal Circuit
noted that the Supreme Court did not provide a rigid formula or
definition for abstractness. Instead, the Supreme Court invited the
Federal Circuit to develop "other limiting criteria that further the
purposes of the Patent Act and are not inconsistent with its text." 142
The court noted that an invention which is not so manifestly
abstract as to override the statutory language of§ 101 may
nonetheless lack sufficient concrete disclosure to warrant a patent.
143
Thus, a process need only pass a coarse eligibility filter for
statutory subject matter and that other sections of the Patent Act,
such as § 112, provide "powerful tools" to weed out claims that
. d efitmte
. d.tsc Iosure. 144
present vague or tn
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Classen Immunotherapies, Inc. v. Biogen Idee (August 31,
2011)
Classen dealt with three patents (U.S. Patent No. 6,638,739 "the
' 739 patent", No. 6,420,139 "the '139 patent", and No. 5, 723,283
"the '283 patent") relating to the scheduling of infant
immunization for infectious diseases to reduce the risk of later
occurrence of chronic immune-mediated disorders. 145 Claim 1 of
the '739 patent is illustrative:
1. A method of immunizing a mammalian subject
which comprises:
(I) screening a plurality of immunization
schedules, by
(a) identifying a first group of mammals and at
least a second group of mammals, said mammals
being of the same species, the first group of
mammals having been immunized with one or
more doses of one or more infectious diseasecausing organism-associated immunogens
according to a first screened immunization
schedule, and the second group of mammals
having been immunized with one or more doses of
one or more infectious disease-causing organismassociated immunogens according to a second
screened immunization schedule, each group of
mammals having been immunized according to a
different immunization schedule, and
(b) comparing the effectiveness of said first and
second screened immunization schedules in
protecting against or inducing a chronic immunemediated disorder in said first and second groups,
as a result of which one of said screened
immunization schedules may be identified as a
lower risk screened immunization schedule and
145

Classen Immunotherapies, Inc. v. Biogen Idee, 659 F.3d 1057,
1060 (Fed. Cir. 2011 ).
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the other of said screened schedules as a higher
risk screened immunization schedule with regard
to the risk of developing said chronic immune
mediated disorder(s),
(II) immunizing said subject according to a subject
immunization schedule, according to which at
least one of said infectious disease-causing
organism-associated immunogens of said lower
risk schedule is administered in accordance with
said lower risk screened immunization schedule,
which administration is associated with a lower
risk of development of said chronic immunemediated disorder(s) than when said immunogen
was administered according to said higher risk
screened immunization schedule. 146
Steps (l)(a) and (l)(b) were considered mental steps and step (II) a
physical step. 147 In ruling that the '139 and '739 patent claims
recite statutory subject matter, the Federal Circuit noted that, even
though the '139/'739 patents include mental steps, "the presence of
a mental step is not ofitselffatal to§ 101 eligibility." 14 Because
the claims of these patents include the physical step of
immunization, the majority held, they were directed to a "specific,
tangible application." 149
To support its reasoning, the court pointed out that the Supreme
Court in Bilski did not define "abstract," and that Justice Stevens
indicated in concurrence that "[t]he Court, in sum, never provides
a satisfying account of what constitutes an unpatentable abstract
idea," 150 Additionally, the holding in Research Corp., which
stated that this Court "will not presume to define 'abstract' beyond
146
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the recognition that this disqualifying characteristic should exhibit
itself so manifestly as to override the broad statutory categories of
eligible subject matter and the statutory context that directs
primary attention on the patentability criteria of the rest of the
Patent Act," was also referenced. 151 It was further noted that
Research Corp. described the statutory role of§ 101 as a "coarse
eligibility filter," not the final arbiter of patentability and that §
112 is an effective tool "to weed out claims that may present a
vague or indefinite disclosure of the invention." 152
Like the claims in Research Corp., the claims of the '139 and ' 739
patents were found to be directed to a specific, tangible
application. Following the guidance of Bilski- i.e., "[r]ather than
adopting categorical rules that might have wide-ranging and
unforeseen impacts," exclusions from patent-eligibility should be
applied "narrowly"-the subject matter of these two patents was
found to traverse the coarse eligibility filter of§ 101. 153

CyberSource Corp. v. Retail Decisions, Inc. (August 16,
2011)
CyberSource involved U.S. Patent No. 6,029,154 ("the '154
patent") to a method and system for detecting fraud in a credit card
transaction over the internet. 154 Claim 3, as amended during
reexamination, recited the following:
3. A method for verifying the validity of a credit
card transaction over the Internet comprising the
steps of:

151
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a) obtaining information about other transactions
that have utilized an Internet address that is
identified with the credit card transaction;
b) constructing a map of credit card numbers
based upon the other trans-actions and;
c) utilizing the map of credit card numbers to
determine if the credit card transaction is valid. 155
The '154 patent purported to solve the problem of personal
verification of credit card users over the internet by using "internet
address" information (IP addresses, MAC addresses, e-mail
addresses, etc.) to determine whether an internet address relating to
a particular transaction "is consistent with other [i]nternet
addresses [that have been] used in transactions utilizing [the same]
credit card." 156
The Federal Circuit ruled that claim 3 failed to recite patentable
subject matter because it merely recited a mental process-a
subcategory of unpatentable abstract ideas. 157 The court noted that
claim 3 does not limit its scope to any particular fraud detection
algorithm and that all of the method steps in claim 3 can be
performed in the human mind, or by a human using a pen and
paper. 158 According to the court, the broad scope of claim 3
covered essentially any method of identifying credit card fraud
using information relating past transactions to a particular "internet
address," even methods that can be performed in the human mind.
For support, Benson was cited for the proposition that purely
mental processes can be unpatentable, even when performed by a
159
computer.

155

Jd. at
Jd. at
157
Jd. at
158
Jd. at
159
!d. at
(1972)).
156

1370.
1367-68 (quoting the '154 patent at col.3 11.15-16).
1371.
1372.
13 73 (citing Gottschalk v. Benson, 409 U.S. 63, 67

29

The Court also found a "Beauregard claim" 160 to recite nonstatutory subject matter. 161 The reasoning asserted that the method
underlying the subject Beauregard claim, claim 2, was the same
method of fraud detection recited in claim 3. Accordingly, it is not
patent-eligible regardless of the statutory category (process,
. . of matter)162
.
mach me,
manu f:acture, or composition

Ultramercial, LLC v. Hulu, LLC (September 15, 2011)
Ultramercial v. Hulu 163 concerned U.S. Patent No. 7,346,545
("the '545 patent"). The ' 545 patent claimed a method for
distributing copyrighted products (e.g., songs, movies, books) over
the internet in which the consumer receives a copyrighted product
for free in exchange for viewing an advertisement, and the
advertiser pays for the copyrighted content. 164 Claim 1 of the '545
recites the following:

1. A method for distribution of products over the
Internet via a facilitator, said method comprising
the steps of:
a first step of receiving, from a content
provider, media products that are covered by
intellectual property rights protection and are
available for purchase, wherein each said media
product being comprised of at least one of text
data, music data, and video data;

160

A Beauregard claim-named after In re Beauregard, 53 F.3d
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a second step of selecting a sponsor
message to be associated with the media product,
said sponsor message being selected from a
plurality of sponsor messages, said second step
including accessing an activity log to verify that
the total number of times which the sponsor
message has been previously presented is less than
the number of transaction cycles contracted by the
sponsor of the sponsor message;
a third step of providing the media product
for sale at an Internet website;
a fourth step of restricting general public
access to said media product;
a fifth step of offering to a consumer
access to the media product without charge to the
consumer on the precondition that the consumer
views the sponsor message;
a sixth step of receiving from the
consumer a request to view the sponsor message,
wherein the consumer submits said request in
response to being offered access to the media
product;
a seventh step of, in response to receiving
the request from the consumer, facilitating the
display of a sponsor message to the consumer;
an eighth step of, if the sponsor message is
not an interactive message, allowing said
consumer access to said media product after said
step of facilitating the display of said sponsor
message;
a ninth step of, if the sponsor message is
an interactive message, presenting at least one
query to the consumer and allowing said consumer
access to said media product after receiving a
response to said at least one query;
a tenth step of recording the transaction
event to the activity log, said tenth step including
31

updating the total number of times the sponsor
message has been presented; and
an eleventh step of rece1vmg payment
from the sponsor of the sponsor message
displayed. 165
In ruling that the '545 patent recites statutory subject matter, the
Federal Circuit reasoned that§ 101 is merely a threshold check and
that the conditions for patentability ultimately depend upon
novelty(§ I 02), obviousness(§ 103), and adequate disclosure
(§ 112). 166 Classen Immunotherapies, Inc. v. Biogen IDEC 167 was
referred to in support of this reasoning, noting that Classen pointed
out the difference between "the threshold inquiry of patenteligibility[] and the substantive conditions of patentability". 168
The Federal Circuit reasoned that the expansive§ 101 categoriesi.e., process, machine, article of manufacture, and composition of
matter-are not substitutes for the substantive patentability
requirements of§ 102, § 103, and § 112. 169 To this end, the
decision stated, "this court does 'not presume to define 'abstract'
beyond the recognition that this disqualifYing characteristic should
exhibit itself so manifestly as to override the broad statutory
categories of eligible subject matter and the statutory context that
directs primary attention on the patentability criteria of the rest of
the Patent Act. "' 170
The Federal Circuit acknowledged that "the mere the idea that
advertising can be used as a form of currency is abstract, just as the
vague, unapplied concept of hedging proved patent-ineligible in
Bilski;" however, the '545 patent discloses a particular method for
165
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monetizing copyrighted products, which is a practical application
of the idea. 171 In coming to this conclusion, the court observed that
many of the steps recited in the patent claims "are likely to require
intricate and complex computer programming." 172 Note was also
made that some of these steps require specific application to the
internet and a cyber-market environment. 173 However, the court
made clear that it did not define the level of programming
complexity required before a computer-implemented method can
be patent-eligible. The court also declined to rule that using an
internet website to implement such a method is either necessary or
sufficient in all cases to satisfY § I 01. Rather, these factors
contributed to the finding that the '545 patent's claims are patent. "bl e. 174
e )1g1
In arriving at its decision on the '545 patent claims, CyberSource
Corp. v. Retail Decisions, Inc. 175- in which the claims at issue
were held to recite an unpatentable mental process-was
distinguished. In this regard, the court pointed out that, "[u]nlike
the claims in CyberSource, the claims here require, among other
things, controlled interaction with a consumer via an [i]nternet
website, something far removed from purely mental steps." 176

MySpace, Inc. v GraphOn Corp. (March 2, 2012)
MySpace, Inc. v. GraphOn Corp. 177 considered four patents
asserted by GraphOn that involved allowing a user to create,
modifY, and search a database record over a computer network.
The Federal Circuit ruled the patents were invalid under a
171
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combination of§ 102 and § 103. 178 Although no ruling was made
under § 101 , the majority and the dissent vigorously debated the
merits of deciding patentable subject matter before deciding
questions under §§ 102, 103, and 112, or allowing § 101 issues to
be decided later. 179
In expressing the majority view, Judge Newman asserted
disagreement with the dissent's view that the subject matter
eligibility requirements contained in§ 101 must be an "antecedent
question" be to be addressed before the court can reach the §§ 102
and 103 issues. 180 Judge Newman explained that a practical
challenge posed when addressing § 101 is that it requires a "search
for a universal truth : in the broad sweep of modem innovative
technologies, does this invention fall outside the breadth of human
endeavor that possibly can be patented under § 101 ?" 181 This
effort is particularly difficult when applied to patents loosely
described as business method patents. If indeterminacy of the law
governing patents was a problem in the past, it surely is becoming
an even greater problem now, as the current cases attest. 182

The majority recalled that when the Federal Circuit tried theM or
T test, "the Supreme Court was not impressed." 183 Since then,
according to the majority, the Federal Circuit has acknowledged
that the "abstract idea concept" lacks concrete definition, stating,
"this court also will not presume to define ' abstract' beyond the
recognition that this disqualifying characteristic should exhibit
itself so manifestly as to override the broad statutory categories of
eligible subject matter . . . ." 184
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The majority argued that there are specific criteria in each of§§
102, 103, and 1 12 to determine the validity of particular claims.
These criteria are well developed and generally well understood.185 Judge Newman proposed that rather than taking the path
the dissent urges, "courts could avoid the swamp of verbiage that
is § I 01 by exercising their inherent power to control the processes
of litigation," and require that litigants initially address patent
invalidity issues under§§ 102, 103, and I 12. 186 In the typical
_ _-----ratent case, resolving the question of validity ofthe patent would
be concluded under these provisions, and there would be no need
187
to enter "the murky morass that is § I 01 jurisprudence."
The
majority also suggested that adopting this practice would also avert
§ 101 claims becoming the next "toss-in" for every accused
infringer's response to a patent infringement suit, particularly in
188
business method Iitigation.
In the dissent, Judge Mayer expressed the view that §I 0 I is an
"antecedent question" that must be addressed before a
determination is made as to whether particular claims are invalid
189
as obvious or anticipated.
The dissent pointed to the statement
of the Supreme Court in Bilski that the question of whether claims
are directed to statutory subject matter is a "threshold test". 190 The
dissent also referred to the Federal Circuit decision in In re
191
Comiskey, which stated that "[o]nly if the requirements of§ 101
are satisfied is the inventor allowed to pass through to the other
requirements for patentability, such as novelty under§ 102 and ...
non-obviousness under§ 103 ." 192
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The dissent expressed concern over the potential scope of the
patents at issue, stating the following:
The potential scope of the Graph On patents is
staggering. They arguably cover any online system in
which users control the content and categorization of
their own communications. 193
The dissent also was concerned that the Graph On patents are
likewise directed to a fundamental and widely understood concept:
the idea that information can be stored in a computer database by
one person and then accessed, in an unedited form, by another
person. 194 Judge Mayer reasoned that the GraphOn patents fall
outside the scope of§ 101 , not because they Jack practical utility,
but rather because they are too useful and too widely applied to
possibly form the basis of any patentable invention .195

DealerTrack, Inc. v. Huber (January 20, 2012)
DealerTrack, Inc. v Huber considered two ofDealerTrack' s
patents, U.S. Patent No. 6,587,841 ("the ' 841 patent") and U.S.
Patent No. 7,181 ,427 ("the ' 427 patent"), directed to an automated
credit application system. 196 Claim 1 of the ' 427 patent recited the
following:

I . A computer aided method of managing a credit
application, the method comprising the steps of:
[A] receiving credit application data from a remote
application entry and display device;
[B] selectively forwarding the credit application
data to remote funding source terminal devices;

193
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[C] forwarding funding decision data from at least
one of the remote funding source terminal devices
to the remote application entry and display device;
[D] wherein the selectively for~arding the credit
application data step further comprises:
[D 1] sending at least a portion of a credit
application to more than one of said remote
funding sources substantially at the same time;
[D2] sending at least a portion of a credit
application to more than one of said remote
funding sources sequentially until a finding [sic,
funding] source returns a positive funding
decision;
[D3] sending at least a portion of a credit
application to a first one of said remote funding
sources, and then, after a predetermined time,
sending to at least one other remote funding
source, until one of the finding [sic, funding]
sources returns a positive funding decision or until
all funding sources have been exhausted; or,
[D4] sending the credit application from a first
remote funding source to a second remote finding
[sic, funding] source if the first funding source
declines to approve the credit application. 197
In ruling the claims to be non-statutory, the court acknowledged
Research Corp.'s reasoning that, "for abstractness to invalidate a
claim it must 'exhibit itself so manifestly as to override the broad
statutory categories of eligible subject matter and the statutory
context that directs primary attention on the patentability criteria of
the rest of the Patent Act."' 198 However, the conclusion was
reached that the claims were invalid as being directed to an
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!d. at 1331.
!d. at 1333 (citing Research Corp. Techs. v. Microsoft Corp. ,
627 F.3d 859, 868 (Fed. Cir. 2010)).
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abstract idea " preemptive of a fundamental concept or idea that
would foreclose innovation in this area." 199
In analyzing DealerTrack's claims, the court made the following
characterizations:
DealerTrack' s claimed process in its simplest form
includes three steps: "receiving data from one source
(step A), selectively forwarding the data (step B,
performed according to step D), and forwarding reply
data to the first source (step C)." The claim
"explain[ s] the basic concept" of processing
information through a clearing-house, just as claim 1
in Bilski II "explain[ed] the basic concept of hedging."
See Bilski II, 130 S. Ct. at 3231. The steps that
constitute the method here do not " impose meaningful
limits on the claim's scope." Bilski I, 545 F.3d at 961 62 (citing Benson, 409 U.S . at 71-72). 200
Based on this belief in the claims' breadth, the court stated that
" [n]either Dealertrack nor any other entity is entitled to wholly
preempt the clearinghouse concept." 201

In rejecting DealerTrack' s arguments, the Federal Circuit stated
that "the 'computer-aided' limitation in the preamble" was
insufficient to render the claim patent-eligible ? 02 The Court
reasoned that unlike the claims in Ultramercial, these claims do
not recite a practical application with concrete steps requiring an
extensive computer interface or specifYing any level of computer
involvement or detail other than being "computer aided." 203

!d.
!d.
201 !d.
202 !d.
203
!d. at 1334.
199

200
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In dissent, Judge Plager urged the Federal Circuit to use its
inherent power to require the litigants to address issues of
invalidity under§§ 102, 103 and 112 before wading into the
'Jurisprudential morass of§ 10 1." 204 Judge Linn, writing for the
majority , responded to the dissent in a footnote that pointed out
that the Supreme Court in Bilski indicated that patent eligibility
under § 101 is a threshold issue.Z05

Fort Properties v. American Master Lease (February 27,
2012)
Fort Properties, Inc. v. American Master Lease involved U.S.
Patent No. 6,292, 788 ("the ' 788 patent") to a method of creating a
tax deferred investment instrument. 206 The ' 788 patent included
only method claims and did not call for the use of a computer or
other machine. Claim 1 recited the following:
I. A method of creating a real estate investment
instrument adapted for performing tax-deferred
exchanges comprising:
aggregating real property to form a real estate
portfolio;
encumbering the property in the real estate
portfolio with a master agreement; and
creating a plurality of deedshares by dividing
title in the real estate portfolio into a plurality of
tenant-in-common deeds of at least one
predetermined denomination, each ofthe
plurality of deedshares subject to a provision in
the master agreement for reaggregating the
plurality of tenant-in-common deeds after a
207
specified interval.
204

!d. at 13 3 5.
!d. at 1331 n.3 .
206
Fort Props., Inc. v. American Master Lease, 671 F.3d 1317,
1318-19 (Fed. Cir. 20 12).
207
!d. at 1319.
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The '788 patent disclosed an investment tool designed to enable
property owners to buy and sell properties without incurring tax
liability. 208 Ordinarily, proceeds generated from real estate sales
are taxed, with some exceptions?09 One such exception is
contained in 26 U.S.C. § I 031, which allows an owner of
investment property to exchange one property for another of like
kind without incurring tax liability if certain conditions are met. 210
With regard to the method described in the '788 patent, the Federal
Circuit made several observations: that the method was designed
to invoke the benefits of§ I 031; that the claims call for the
aggregation of a number of properties into a "real estate portfolio;"
that the property interests in the portfolio are then divided into
shares and sold to investors; that these divided property interests
are called "deed-shares" and each deed-share can be encumbered
by its own mortgage debt, which provides flexibility to real estate
investors attempting to structure their debts in a way that complies
with § 1031 ? 11 The Federal Circuit noted that the patent also
allows for a "master tenant" to oversee and manage the deedshares.212 As explained by the Federal Circuit: the master tenant
performs administrative tasks such as paying insurance, property
taxes, and rents; the real estate portfolio can be governed by a
"master agreement," which permits the deed-shares to
"reaggregate" after a predetermined time interval. 213 According to
the Federal Circuit, this arrangement provides flexibility to deedshare owners who may want to sell their properties. Finally, the
investment instrument disclosed in the patent utilizes a "qualified
intermediary" (essentially a straw man) to facilitate sales and

208

!d. at I318.
Id.
210 !d.
211
!d. at 1318-19.
2 12
Id. at 1319.
213 !d.
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purchases of deed-shares for property owners in a manner
consistent with 26 U .S.C. § 1031 .214
In holding that the patent does not qualify as statutory subject
matter, the Federal Circuit ruled that the real estate investment tool
designed to enable tax-free exchanges of property is an abstract
concept.215 The Court reasoned that just as in Bilski, where
tangible ties to the physical world, such as commodities and
money, did not render patentable a method involving the abstract
concept of hedging, the abstract concept of a real estate investment
tool designed to enable tax-free exchanges of property does not
become patentable as result of ties to the physical world through
deeds, contracts, and real property. 216
The Federal Circuit reasoned that Flook supported its conclusion
because the Supreme Court characterized that invention as
unpatentable even though the claimed algorithm had ties to the
physical world (i.e., a "catalytic chemical conversion of
hydrocarbons"). 217 The Federal Circuit also discussed In re
Comiskey, 218 in which claims to a method of "mandatory
arbitration resolution" were held unpatentable under § 101 even
though those claims required the use of physical "unilateral and
contractual documents."219 Additionally, the Federal Circuit
discussed In re Schrader, 220 in which the applicants sought to
patent a method of bidding at an auction? 21 With regard to In re
Schrader, the Federal Circuit noted that the "claim at issue
required the 'physical effect or result' of 'entering of bids in a

214

Id. (citing ' 788 patent coi.IO II. 1-62).
!d. at 1322.
216 !d.
217
Id. (citing Parker v. Flook, 437 U.S. 584 at 586, 594-95
(1978)).
218
In re Comiskey, 554 F.3d 967 (Fed. Cir. 2009)
219
Id. (citing In re Comiskey, 554 F.3d at 981).
220
In re Schrader, 22 F.3d 290 (Fed. Cir. 1994)
221
Id. at 1322-23 (citing In re Schrader, 22 F.3d at 291).
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"record," a step that [could have] be[en] accomplished simply by
writing the bids on a piece of paper or a chalkboard." 222

CLS Bank Int'l v. Alice Corp. (July 9, 2012)
CLS Bank lnt 'l v. Alice Corp. involved four patents related to "a
computerized trading platform for exchanging obligations in which
a trusted third party settles obligations between a first and second
party so as to eliminate 'settlement risk. "'223 The relevant claims
include method, system, and computer program product (media)
claims.224 The decision focused on the method claims, saying the
form of the claim is not determinative in § 101 inquiries because it
is usually an exercise in drafting. 225 Claim 33 of U.S. Patent No.
5,970,479 is illustrative ofthe method claims:
33 . A method of exchanging obligations as between
parties, each party holding a credit record and a debit
record with an exchange institution, the credit records
and debit records for exchange of predetermined
obligations, the method comprising the steps of:
(a) creating a shadow credit record and a shadow
debit record for each stakeholder party to be held
independently by a supervisory institution from
the exchange institutions;
(b) obtaining from each exchange institution a startof-day balance for each shadow credit record and
shadow debit record;
(c) for every transaction resulting in an exchange
obligation, the supervisory institution adjusting
each respective party's shadow credit record or
shadow debit record, allowing only these [sic]
transactions that do not result in the value of the
222

/d. (citing In re Schrader, 22 F.3d at 294).
CLS Bank Int 'l v. Alice Corp. Pty. Ltd. , No. 2011-1301, slip op.
at 2 (Fed. Cir. July 9, 2012).
224Jd. at 3.
225
/d. at 22.
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223

shadow credit record at any time, each said
adjustment taking place in chronological order;
and
(d) at the end-of-day, the supervisory institution
instructing one of the exchange institutions to
exchange credits or debits to the credit record and
debit record of the respective parties in accordance
with the adjustments of the said permitted
transactions, the credits and debits being
irrevocable, time invariant obligations placed on
. . .
226
the exchange mshtutJons.
In reversing the district court' s ruling of ineligible subject matter
under § 10 I, the Federal Circuit held that the method, system, and
media claims are not drawn to "abstract ideas." 227 As with other
opinions, the Federal Circuit did not attempt to define the concept
of "abstract idea." 228 Determining that the notion of"abstract idea"
is unclear, it looked to "pre-emption" 229 and the machine or
transformation test for guidance.230 In citing a number of Supreme
Court decisions,23 1 the Federal Circuit determined a claim may be
an abstract idea if it pre-empts the "basic tools of scientific and
technological work,"232 but likely isn ' t an abstract idea if a
specified machine " impose[ s] a meaningful limit on the scope of a
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Id. at 3-4.
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claim" or "plays a significant part in permitting the claimed
method to be performed .... " 233
Citing Research Corp., the majority (Judges Linn and O'Malley)
reasoned that "the comprehensive provisions of 35 U.S.C. §§ 102,
103, and 112 do the substantive work of disqualifying those patent
eligible inventions that are 'not worthy of a patent. "'234 The Court
characterized § 101 as "a general statement of the type of subject
matter that is eligible for patent protection."235 Quoting Diehr, the
majority stated that "[t]he question therefore of whether an
invention is novel 'is wholly apart from whether the invention falls
into a category of statutory subject matter."'236
The Federal Circuit observed that although Bilski characterizes
§I 01 as a "threshold test," the "[d]istrict courts have great
discretion to control the conduct of proceedings before them,
including the order of presentation of issues and evidence .. . . " 237
Judge Linn observed that each of"these four statutory
provisions-§§ 10 1, 102, 103 , and 112-serve[] a different
purpose and play[] a distinctly different role. No one section is
more important than any other."238 Citing MySpace, the majority
encouraged the trial judges to consider that § 101 need not always
be addressed first and that other sections, "particularly when other
sections might be discerned by the trial judge as having the
promise to resolve a dispute more expeditiously or with more
clarity and predictability."239
233

!d. at 14 (quoting SiRF Tech. , Inc. v. Int 'I Trade Comm 'n, F .3d
1319, 1333 (Fed. Cir. 2012)).
234
!d. at 12 (quoting Research Corp. Techs. v. Microsoft Corp.,
627 F.3d 859, 868 (Fed. Cir. 2010).
235 !d.
236
!d. (quoting Diamond v. Diehr, 450 U.S. 175, 198-99 (1981)).
237
/d. (citing Amado v. Microsoft Corp., 517 F.3d 1353, 1358
(Fed. Cir. 2008)).
238 !d.
239
!d. at 13 (citing MySpace, 672 F.3d 1250, 1260 (Fed. Cir.
2012)).
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The court expressed concern as to the potential adverse economic
impact of the uncertainty of the "abstract ideas" test. "The
abstractness of the 'abstract ideas' test to patent eligibility has
become a serious problem, leading to great uncertainty and to the
devaluing of inventions of practical utility and economic
potential."240 The court asserted that "the dividing line between
inventions that are directed to patent ineligible abstract ideas and
those that are not remains elusive."241
The Federal Circuit looked to the "notion of 'preemption' to
further elucidate the 'abstract idea exception"242 Although the
preemption inquiry highlighted the imperative that "the patent laws
not inhibit further discovery by improperly tying up the future use
of laws of nature," 243 it did not manage to arrive at an explanation
of "abstract idea" through its exploration of pre-emption.244
The majority observed that courts must look beyond the Industrial
Age M or T test "to distinguish eligible from ineligible computerrelated claims."245 It next reviewed several recent information
technology cases in which claims were found to fail the "abstract
idea" test. 246 Citing Fort Properties, the court stated that "[t]he
mere implementation on a computer of an otherwise ineligible
abstract idea will not render the asserted 'invention' patent-
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Id at 13-14 (citing DonaldS . Chisim, Weeds and Seed in the
Supreme Court's Business Method Patent Decision: New
Directions for Regulating Patent Scope, 15 LEWIS & CLARK L.
REv.11, 14(2011)).
241
Id at 14.
242 Id
243
Id at 16 (quoting Mayo Collaborative Servs. v. Prometheus
Labs., Inc., 132 S.Ct. 1289, 1301 (2012)).
244
See id at 14-17.
245
Id at 17 (citingBilskiv. Kappas (Bilski II), 130 S.Ct. 3218
(2010)).
246 Id
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eligible."247 Citing DealerTrack, the majority said that "merely
adding a 'computer-aided' limitation to a claim covering an
abstract concept" will not render a claim eligible for patent
protection.248 Citing Cybersource, Judge Linn explained that
merely "reciting the use of a computer to execute an algorithm that
can be performed entirely in the human mind "is sufficient to
render a claim patent eligible." 249
Next, the Federal Circuit reviewed several information technology
cases in which claims were found to satisfY the "abstract idea"
test. 250 The court cited SiRF for an example of a claim that meets
the § 101 eligibility, where the "addition of a machine impose[ s] a
meaningful limit on the scope of a claim," and "play[ s] a
significant part in permitting the claimed method to be performed,
rather than function[ing] solely as an obvious mechanism for
permitting a solution to be achieved more quickly, i.e., through the
utilization of a computer for performing calculations."251
(emphasis original) The court referred to Research Corp. for the
proposition that "a process is patent eligible subject matter when it
'presents functional and palpable application in the field of
computer technology. "'252 The Federal Circuit set forth the holding
in A/appal that "claims directed to a specially-programmed
computer-a ' specific machine to produce a useful, concrete, and
tangible result'-are directed to patent eligible subject matter."253
247

!d. (citing Fort Props. Inc. v. American Master Lease, LLC, 671
F.3d 1317, 1322(Fed.Cir. 2011)).
248
!d. (quotingDealertracklnc. v. Huber, 674 F.3d 1315, 1333
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Inc., 654 F.3d 1366, 1375 (Fed. Cir. 2011)).
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1319, 1333 (Fed. Cir. 2010)).
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The majority's review of these recent information technology
decisions culminated in its conclusion that:
[A] claim that is drawn to a specific way of doing
something with a computer is likely to be patent
eligible whereas a claim to nothing more than the idea
of doing that thing on a computer may not. 254
(emphasis original)
Judge Linn acknowledged that even a patent eligibility
determination focused on whether a claim drawn to a "specific
way" leaves great uncertainty as to the meaning of "abstract
ideas." 255 The court referred to the admonition in Prometheus that:
[T]oo broad an interpretation of [the exceptions to §
I 0 I] could eviscerate patent law. For all inventions at
some level embody, use, reflect, rest upon, or apply
laws of nature, natural phenomena, or abstract ideas. 256
The Federal Circuit opined on how claims should be evaluated for
eligibility under the "abstract ideas" exception. 257 Citing Diehr, the
majority stated:
But nothing in the Supreme Court's precedent, nor in
ours, allows a court to go hunting for abstractions by
ignoring the concrete, palpable, tangible, and
otherwise not abstract invention the patentee actually
claims. It is fundamentally improper to paraphrase a
claim in overly simplistic generalities in assessing
whether the claim falls under the limited "abstract
ideas" exception to patent eligibility under 35 U.S.C. §

!d.
!d. at 18-19.
256
Mayo Collaborative Servs. v. Prometheus Labs. , Inc., 132 S.Ct.
1289, 1293 (2012).
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101. Patent eligibility must be evaluated based on what
the claims recite, not merely on the ideas upon which
they are premised. In assessing patent eligibility, a
court must consider the asserted claim as a whole? 58
The court went on to quote Diehr as follows:
It is inappropriate to dissect the claim into old and new
elements and then to ignore the presence of the old
elements in the analysis. This is particularly true in a
process claim because a new combination of steps in a
process may be patentable even though all the
constituents of the combination were well known and
in common use before the combination was made. The
'novelty' of any element or steps in a process, or even
of the process itself, is of no relevance in determining
whether the subject matter of a claim falls within the §
10 I categories of possibly patentable subject matter. 259
In a footnote, Judge Linn responded to a contention by the dissent
that the majority's approach fails to follow the Prometheus
requirement to seek an "inventive concept" and asserted that
Prometheus does not impose a novelty or nonobviousness
requirement into the patent eligibility evaluation? 60
In finding the claims at issue to be patent-eligible, the court
criticized the district court for looking "past the details of the
claims in characterizing them as being directed to the fundamental
concept 'of employing an intermediary to facilitate simultaneous
exchange of obligations in order to minimize risk. "'261
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Jd. (citingDiamondv. Diehr,450 U.S. 175, 188 (1981)).
Diehr, 450 U.S. at 188-89.
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2d 221, 243 (D.D.C. 2011).
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Judge Linn emphasized that "[t]he limitations of the claims as a
whole, not just the computer implementation standing alone, are
what place meaningful boundaries on the meaning of the claims in
this case." 262 (emphasis original) The majority enumerated
detailed steps recited in the claim as a basis for its ruling that the
claim recited a ~ractical application of a business concept in a
"specific way." 63 The majority laid out that "specific way" in
great detail as follows:
The asserted claims appear to cover the practical
application of a business concept in a specific way,
which requires computer implemented steps of
exchanging obligations maintained at an exchange
institution by creating electronically maintained
shadow credit and shadow debit records, and
particularly recite that such shadow credit and debit
records be held independently of the exchange
institution by a supervisory institution; that start-ofthe-day balances be obtained from the exchange
institution; that adjustments be made to the credit
records based on only certain specified allowed
transactions under the "adjusting" limitation; that such
adjustments be made in chronological order; that at the
end of the day, instructions be given to the exchange
institution to reflect the adjustments made on the basis
of the permitted transactions; and that such
adjustments affect irrevocable, time invariant
obligations placed on the exchange institution ? 64

The court addressed the pre-emption question by observing:
It is clear, moreover, that the limitations requiring
specific "shadow" records leave broad room for other
262

!d. at 26.
/d.
264 /d.
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methods of using intermediaries to help consummate
exchanges, whether with the aid of a computer or
otherwise, and, thus, do not appear to preempt much in
the way of innovation. 265
In the dissent, Judge Prost argued that the "manifestly evident"
approach "does not inquire whether the asserted claims include an
inventive concept."266 Judge Prost argued that this approach goes
against the Supreme Court's decision in Prometheus, 267 where the
Court set a higher bar for§ 101 patent eligibility by determined
that claims must include an "inventive concept" to be patenteligible under § 101.268
The dissent argued it is appropriate to strip the claim of all jargon
in order to determine if it contains an inventive concept, rather
than an "abstract idea," because "that is precisely what courts do in
claim construction everyday."269 When this is done, Judge Prost
explains, the claim reveals nothing but an abstract idea to which
the claim says "apply it." 270

Myriad (ongoing)
The case regarding defendant Myriad Genetics and plaintiff The
Association for Molecular Pathology (AMP) is one that has yet to
271
be completely resolved.
Currently, we are awaiting the Federal
Circuit's decision regarding The Association for Molecular
Pathology v. Myriad Genetics (called Myriad), which was
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/d. at 27.
/d. at 30 (Prost, J. dissenting).
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Mayo Collaborative Servs. v. Prometheus Labs., Inc. , 132 S.Ct.
1289 (20 12).
268
CLS Bank, No. 2011-1301, slip op. at 30 (Prost, J. dissenting).
269
/d. at 33 (Prost, J. dissenting).
270
/d. at 32-33.
271
On July 20, 2012, the Federal Circuit heard oral arguments for
The Association for Molecular Pathology v. Myriad Genetics, Inc ..
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GVR'd272 by the Supreme Court to be reconsidered in view ofthe
273
Court's decision in Prometheus.
74

In Myriad, two sets of claims from seven patents are at issue?
The challenged composition claims cover two isolated human
genes, known as BRCA I and 2, and certain mutations in these
275
genes dealing with a predisposition to breast and ovarian cancer.
Claims 1 and 5 from U.S. Patent No. 5,747,282 are illustrative:

1. An isolated DNA coding for a BRCA1
polypeptide, said polypeptide having the amino
acid sequence set forth in SEQ ID N0:2.
5. An isolated DNA having at least 15 nucleotides of
the DNA of claim 1.276
The challenged method claims cover methods of comparing a
patient's BRCA sequence with a normal sequence (called a wildtype sequence) to identify the presence of mutations more disposed
to causing cancer? 77 Claim I from U.S. Patent No. 5,709,999 is
illustrative:

1. A method for detecting a germline alteration in a
BRCA1 gene, said alteration selected from the
group consisting of the alterations set forth in
Tables 12A, 14, 18 or 19 in a human which
272

The Supreme Court granted certiorari, vacated the Federal
Circuit decision, and remanded the case back to the Federal
Circuit.
273
The Association for Molecular Pathology v. Myriad Genetics,
Inc., 132 S.Ct. 1794 (20I2).
274
The Association for Molecular Pathology v. United States
Patent and Trademark Office, 653 F.3d I329, 1334 (Fed. Cir.
20 II).
275 Jd.
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comprises analyzing a sequence of a BRCA1 gene
or BRCA1 RNA from a human sample or
analyzing a sequence ofBRCA1 eDNA made
from mRNA from said human sample with the
proviso that said germline alteration is not a
deletion of 4 nucleotides corresponding to base
numbers 4184-4187 of SEQ ID NO:I. 278
The claims were challenged as invalid because they attempted to
claim natural phenomena, such as genetic mutations, or natural
279
products, such as isolated DNA. The case first went before the
district court in the Southern District of New York, where Judge
Sweet held that composition claims directed to isolated BRCA2
DNA or BRCA2 eDNA, methods of identifying mutations in a
subject's BRCA2 gene, methods of correlating the mutations to an
increased risk of cancer, and methods of using transgenic cells
comprising the BRCA2 DNA to screen test compounds for anticancer activity were all patent ineligible for being natural products
280
or abstract ideas. Judge Sweet stated that "it is irrelevant to the§
I 01 analysis whether Applicants' claimed process is novel or
281
nonobvious" and accepted AMP's arguments that the isolated
DNA sequences were simply repositories of genetic information
that performed the same function as they did in the intact genome
82
of the subject? The primary rationale for the decision was that
"products of nature do not constitute patentable subject matter
278

!d. at 1334-35.
The Association for Molecular Pathology v. Myriad Genetics,
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(http://docs.justia.com/cases/federalldistrict-courts/newyorklnysdce/1 :2009cv04515/345544/1/).
280
Association for Molecular Pathology v. US Patent and
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absent a change that results in creation of a fundamentally new
product."283 Judge Sweet relied on the Supreme Court's language
284
in Diamond v. Chakrabarty, which requires a claimed
composition present in nature to be "a product of human ingenuity
285
having a distinctive name, character [and] use."
Myriad appealed the decision to the Federal Circuit, and on July
29, 2011, a divided panel found that the isolated DNA molecules
were patent-eligible? 86 Judge Lourie, writing for the majority,
gave weight to the fact that covalent chemical bonds are broken at
both ends of a native DNA molecule when the isolated DNA is
87
removed from the human genome? As stated by Judge Lourie, a
chemist: "we conclude that the challenged claims are drawn to
patentable subject matter because the claims cover molecules that
are markedly different-have a distinctive chemical identity and
288
nature-from compounds that exist in nature."
The court
further emphasized that "isolated DNA is not purified DNA"
instead, "when cleaved, an isolated DNA molecule is not a purified
form of a natural material [like adrenal in purified from adrenal
gland material] but a distinct chemical entity."289 The majority
also noted that natural or novel DNA sequences can be chemically
synthesized from scratch, and thus require no isolation in any way
290
from nature.
However, the method claims, including those directed to
comparing a subject's BRCA2 DNA sequence with a normal
sequence, did not survive a review by the Federal Circuit under the
283
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Bilski standard. The panel members agreed that all of these
mutation-normal comparison claims were impermissible attempts
292
to claim abstract ideas.
In December 2011, AMP petitioned the Supreme Court for
certiorari, presumably to void the isolated DNA claims. However,
as discussed above, the Court GVR'd Myriad so it could be
reviewed in light of the Court's decision reversing Prometheus in
March 2012. 2<13

c. International Trade Commission Cases:

SiRF Tech. v. Broadcom (April12, 2010)
SiRF Technology v. Broadcom involved six patents relating to
processing GPS signals. 294 Claim 1 of the U.S. Patent No.
6,417,801 ("the '80I patent") recites:
I. A method for calculating an absolute position of
a GPS receiver and an absolute time of reception
of satellite signals comprising:
providing pseudoranges that estimate the range of
the GPS receiver to a plurality of GPS satellites;
providing an estimate of an absolute time of
reception of a plurality of satellite signals;
providing an estimate of a position of the GPS
receiver;
providing satellite ephemeris data;
computing absolute position and absolute time
using said pseudoranges by updating said estimate
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of an absolute time and the estimate of position of
the GPS receiver. 295
Claim I of U.S. Patent No. 6,937, I87 ("the '187 patent") recites:
1. A method, comprising:
estimating a plurality of states associated with a
satellite signal receiver, the plurality of states
including a time tag error state, the time tag error
state relating a local time associated with said
satellite signal receiver and an absolute time
associated with signals from a plurality of
satellites; and
forming a dynamic model relating the plurality of
states, the dynamic model operative to compute
position of the satellite signal receiver. 296
In ruling that the claims recite statutory subject matter, the Federal
Circuit reasoned that a GPS receiver is a machine that is integral to
each ofthe claims at issue. 297 With regard to integral nature of the
GPS receiver, the court stated the following:

Claim 1 ofthe '801 patent is expressly directed in its
preamble to "calculating an absolute position of a GPS
receiver." '80 1 patent col.12 11.28-29. It also refers to
"computing absolute position" by updating an
"estimate of position ofthe GPS receiver," providing
an estimate of the time at which a GPS receiver
receives a plurality of satellite signals, and computing
the position "ofthe GPS receiver." Id. col.12 II. 28-40.
Further, claim I requires "pseudoranges" that estimate
the distance from "the GPS receiver to a plurality of
GPS satellites." Id. col.12 11.31 -32. Pseudoranges,
which are the distances or estimated distances between
295

/d. at 1331.
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297
/d. at 1332.
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satellites and a GPS receiver, can exist only with
respect to a particular GPS receiver that receives the
satellite signals. Claim I of the' 187 patent is similarly
tied to a GPS receiver. It requires the estimation of
"states" that are "associated with a satellite signal
receiver," and the formation of a "dynamic model... to
compute [the] position of the satellite signal receiver."
See '187 patent co1.20 11.46-54. It is clear that the
methods at issue could not be performed without the
use of a GPS receiver; indeed without a GPS receiver
it would be impossible to generate pseudoranges or to
determine the position of the GPS receiver whose
position is the precise goal of the claims.298
Thus, the use of a GPS receiver was found to be essential to the
operation of the claimed methods. 299 The presence of the GPS
receiver in the claims was reasoned to place a meaningful limit on
the scope of the claims. 300

IV. USPTO POLICY REGARDING STATUTORY
SUBJECT MATTER
The United States Patent and Trademark Office's policy regarding
patent-eligible subject matter under 35 U.S .C. § 101 has, of course,
changed with each subsequent Supreme Court decision regarding §
101 .30 1 While § 101 explicitly names four categories of patent298
299
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!d. at 1332-33.
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301
See Interim Examination Instructions for Evaluating Subject
Matter Eligibility Under 35 US C. § 1OJ ,
http://www. uspto.gov /patents/law/comments/2009-0825_interim_101_instructions.pdf(Aug. 24, 2009); Supreme Court
Decision in Bilski v. Kappas,
http://www.uspto.gov/patents/law/exam/bilski_guidance_ 28jun20 1
O.pdf (June 28, 201 0); Interim Guidance for Determining Subject
Matter Eligibility for Process Claims in View ofBilski v. Kappas,
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eligible subject matter- a process, machine, manufacture, or
composition ofmatter302- recent Supreme Court decisions and
USPTO guidance have focused on the process/method category.303
Before discussing what constitutes a patent-eligible method, we
will discuss the USPTO's policy surrounding patent eligibility of
the other three categories (called products), which has remained
consistent through the USPTO' s recent history.304
According to an August 24, 2009, memorandum released by the
PTO, a machine is "a concrete thing, consisting of parts, or of
certain devices and combination of devices. This includes every
mechanical device or combination of mechanical powers and
devices to perform some function and produce a certain effect or
result." 305 A manufacture is "an article produced from raw or
http://www.uspto.gov/patents/law/exam/bilski_guidance_ 2 7jul20 I
O.pdf(July 27, 2010); Supreme Court Decision in Mayo
Collaborative Services v. Prometheus Laboratories, Inc.,
http://www.uspto.gov /patents/law/exam/mayo_pre) im _guidance. p
df(Mar. 21 , 2012); 20121nterim Procedure for Subject Matter
Eligibility Analysis of Process Claims Involving Laws of Nature,
http://www.uspto.gov/patents/law/exam/20 12_ interim_guidance.p
df(July 3, 2012).
302
"Whoever invents or discovers any new and useful process,
machine, manufacture, or composition of matter, or any new and
useful improvement thereof, may obtain a patent thereof, subject to
the conditions and requirements ofthis title." 35 U.S.C. § 101
303
See id. ; Bilski v. Kappas, 130 S. Ct. 3218 (2010); Mayo
Collaborative Servs. v. Prometheus Lab., Inc. , 132 S. Ct. 1289
(2012).
304
Recent history consists ofUSPTO policies following the
Federal Circuit' s decision in In re Bilski, 545 F.2d 943 (Fed. Cir.
2008).
305
Interim Examination Instructions for Evaluating Subject Matter
Eligibility Under 35 US. C. § 101, at 1-2
http://www.uspto.gov/patents/law/comments/2009-0825 _interim_ 10 1_instructions.pdf (Aug. 24, 2009).
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prepared materials by giving to these materials new forms,
qualities, properties, or combinations, whether by hand-labor or by
machinery."306 A composition of matter is "all compositions oftwo
or more substances and all composite articles, whether they be the
results of chemical union, or of mechanical mixture, or whether
they be gases, fluids, powders or solids, for example."307
These categories of claims are usually easier to analyze than
method/process claims because they form tangible elements or
parts. 308 lfthe claimed invention is useful; falls within one ofthese
categories; and is not a law of nature, a natural phenomenon, or an
abstract idea, it is patent-eligible subject matter under § I 01. 309
One limitation arises when a claim covers both statutory and nonstatutory embodiments. 310 If this is the case "under the broadest
reasonable interpretation of the claim when read in light of the
specification and in view of one skilled in the art," the claim is not
patent-eligible because it is directed to non-statutory subject
matter.31 1
For determining whether a claimed method/process is patenteligible subject matter, the USPTO has altered its policy to fall in
line with the recent Supreme Court decisions of BilskP 12 and
Prometheus .313 Because of this, the USPTO's policy before Bilski
v. Kappas, after Bilski v. Kapos, and after Prometheus will be
discussed.

/d. at 2.
Id.
308 !d. at 3.
309 !d.
3 10 !d.
3 11 !d.
3 12
Bilski v. Kappas, 130 S. Ct. 3218 (2010).
313
Mayo Collaborative Servs. v. Prometheus Labs., Inc., 132 S.
Ct. 1289 (2012). See supra, note 295.
58
306
307

a. PTO Policy After In re Bilski (Federal Circuit) but
Prior to Bilski v. Kappos (Supreme Court)
A process/method, as defined by the PTO, is "an act, or a series of
acts or steps that are tied to a particular machine or apparatus or
transform a particular article into a different state or thing."314
Before the Bilski Supreme Court decision (Bilski v. Kappos), there
was a two step analysis for determining subject matter
eligibility.315 The first step, which has not changed with the
Supreme Court decisions, asks if the claim is directed to one of the
.
. 316
fiour statutory sub~ect matter categones.
The second step asked, "[d]oes the claim wholly embrace a
judicially recognized exception, which includes abstract ideas,
mental processes or substantially all practical uses (pre-emption)
of a law of nature or a natural phenomenon, or is it a particular
practical application of a judicial exception?"31 7 This step was
meant to recognize that "the basic tools of scientific and
technological work are not patentable."318 While this step is still
taken into consideration following the Supreme Court decisions of
Bilski and Prometheus, what does change is the assumption that
the claim is patent-eligible if it partially contains a judicially
recognized exception (law of nature, natural phenomenon, or
abstract idea).319 Originally, the claimed subject matter could not
wholly be directed to a judicially recognized exception unless it
314

Interim Examination Instructions for Evaluating Subject Matter
Eligibility Under 35 USC.§ 101, at 1
http://www.uspto .gov/patents/law/comments/2009-0825 _interim_1 0 1_instructions. pdf (Aug. 24, 2009).
315
!d. at 1-2.
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Analysis of Process Claims Involving Laws of Nature,
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was "limited to a particular practical application of a judicially
recognized exception."320 The USPTO explained that subject
matter with a practical application is evidence that it is not an
abstract idea nor does it pre-empt a law of nature or natural
phenomenon. 321
To determine whether a method claim is patent-eligible, the PTO
used the machine or transformation (M or T) test. 322 This test is
still currently used, but before Bilski v. Kappas, PTO policy was
that the process had to pass theM or T test. 323 The M or T test says
"the claimed process must: (1) be tied to a particular machine or
apparatus (machine implemented); or (2) particularly transform a
particular article to a different state or thing."324 If the process
claim did not meet one of these prongs, it failed the M or T test
and the method was not patent-eligible.325
To meet one ofthe two prongs, the use of the machine or the
transformation ofthe article must impose a "meaningful limit" on
the scope of the claim and "involve more than insignificant 'extrasolution' activity."326 Insignificant "extra-solution" activity is
when the activity is "not central to the purpose of the method
invented by the applicant."327 Transformation has been defined as
the changing of an article to a different state or thing, which is
more than using the article or changing its location. 328 The PTO
also emphasized that the particular machine or article has to be
320

Interim Examination Instructions for Evaluating Subject Matter
Eligibility Under 35 USC§ 101, at 2-3
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specific and impose real world limits on the method claim.329 This
is satisfied by a general purpose computer programmed to perform
the process steps. 330
A final thing to note in the PTO' s early policy regarding subject
matter eligibility under § I 01 is that this determination was to be
done before reviewing the claim under § I 02 for novelty, § I 03 for
obviousness, or§ 112 for adequate specification .331 Recent court
decisions have called into question whether a § I 0 I determination
must be conducted first.332

b. PTO Policy After Bilski v. Kappos but Prior to
Prometheus
While Bilski confirmed that most PTO policies regarding patenteligible subject matter were correct, it did expand on the
determination of patent eligibility regarding method claims. 333 The
Bilski Court said the machine or transformation test was "a useful
and important clue, an investigative tool, for determining whether
some claimed inventions are processes under§ 10 1," but indicated
it was not the sole test for determining patent-eligible processes
under § I 01 , allowing a method claim to be found patent-eligible
without passing the M or T test. 334 Currently, due to Prometheus,
this policy is only utilized to determine whether a method claim is

329
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332
In MySpace, Inc. v. GraphOn Corp., 672 F.3d 1250 (Fed. Cir.
330

2012), the majority suggested a§ 101 determination does not have
to take place before a § § 102, 103 , or 112 evaluation. In dissent,
Judge Mayer disagreed, saying § 10 I is an "antecedent" question
which must be addressed before other determinations are made. Id
at 1264.
333
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334
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patent ineligible because it comprises an abstract idea. 335 To guide
examiners and applicants alike, the PTO formulated a list of
336
factors that weigh towards and against eligibility.
Under this guidance, "factors that weigh in favor of patent
eligibility satisfY the criteria of the machine or transformation test
or provide evidence that the abstract idea has been practically
applied . . .." 337
Factors weighing towards eligibility include: 338
1. the machine or transformation is particular or meaningfully
limits the execution of the steps
2. the machine implements the claimed steps
3. the article being transformed is particular, undergoes a change
in state or thing, or is an object or substance
4. the law of nature is practically applied or meaningfully limits
the execution of the steps
5. the claim describes a particular solution to a problem to be
solved or implements a concept in some tangible way
6. the performance of the steps is observable and verifiable
The factors weighing against patent eligibility reflect that the
claims "neither satisfY the criteria of the machine-ortransformation test nor provide evidence that the abstract idea has
339
been practically applied."

335

2012 Interim Procedure for Subject Matter Eligibility Analysis
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Factors weighing against eligibility include: 340
1. the involvement of the machine or transformation is merely
nominally, insignificantly, or tangentially related to
performance of the steps
2. the machine is not specific to the method and is merely an
object on which the method operates
3. the transformation is only a change in the article's location or
position
4. the claim would monopolize a natural force or patent a
scientific fact
5. a law of nature is applied in a subjective determination or is
merely nominally, insignificantly, or tangentially related to
performance of the steps
6. use of the concept would grant a monopoly over the concept or
the method covers both known and unknown uses of the
concept
7. the claim only states a problem to be solved
8. the general concept is disembodied
9. the mechanism by which the steps are implemented is
subjective or imperceptible
In determining if the method was a general concept, the PTO
outlined a number of examples of general concepts, which include
basic economic practices or theories, basic legal theories,
mathematical concepts, mental activity, interpersonal interactions
or relationships, teaching concepts, human behavior, and
instruction on business practices. 34 1 The PTO explained that both
the list of factors and the list of general concepts are not
exhaustive, no factor is conclusive by itself, and the weight of each
factor is based upon the facts of the application. 342 Because Bilski
only affected method claims, PTO policy regarding machines,
manufactures, and compositions of matter (products) did not
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change and are still evaluated under the PTO' s policy before Bilski
v
343
v. n..appos.

c. PTO Policy After Prometheus
In Prometheus, the Supreme Court gave direction on when a
method claim that contains a law of nature is patent-eligible under
§ 101.344 While the Court stated theM or T test is an " important
and useful clue" in determining patentability, it strayed away from
using the test to determine whether the process claim encompasses
a law of nature, natural phenomenon, or naturally occurring
relation or correlation.34 5 In a July 3, 2012, memorandum issued to
its Patent Examining Corps, the PTO explains its examination
policy:
[P]rocess claims having a natural principle as a
limiting element or step should be evaluated by
determining whether the claim includes additional
elements/steps or a combination of elements/steps that
integrate the natural principle into the claimed
invention such that the natural principle is practically
applied, and are sufficient to ensure that the claim
amounts to significantly more than the natural
principle itselr_3 46
To implement the determination regarding laws of nature and
natural phenomena, the PTO formulated a three step analysis. 347
The first step asks whether the claimed invention is directed to a
Id
Mayo Collaborative Servs. v. Prometheus Lab., Inc. , 132 S. Ct.
1289, 1296 (2012).
345
2012 Interim Procedure for Subject Matter Eligibility Analysis
of Process Claims Involving Laws of Nature,
http://www.uspto.gov/patents/law/exam/20 12_interim_guidance.p
df(July 3, 2012).
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347
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process.348 If it is, the analysis does not apply. 349 If the claim is a
machine, manufacture, or composition of matter, the policy
formulated before Bilski v. Kappas applies. 350
The second step asks, "[d]oes the claim focus on use of a law of
nature, a natural phenomenon, or naturally occurring relation or
correlation (collectively referred to as a natural principle herein)?
(Is the natural principle a limiting feature ofthe claim?)"351 If the
answer is no, the analysis does not apply and "the claim should be
analyzed to determine if an abstract idea is claimed. " 352 If that is
the case, the factors established before Prometheus for and against
patent eligibility would be weighed. 353
The third step asks whether "the claim include[ s] additional
elements/steps or a combination of element/steps that integrate the
natural principle into the claimed invention such that the natural
principle is practically applied, and are sufficient to ensure that the
claim amounts to significantly more than the natural principle
itself."354 The PTO does not explain what "significantly more
than" constitutes, but it does say that "the additional elements or
steps must not simply amount to insignificant extra-solution
activity that impose[] no meaningful limit on the performance of
the claimed invention."355 The PTO simplifies the determination to
say that the process claim cannot just "state a law of nature while
adding the words ' apply it. "'356 If the answer is no to the third
step/question, the process claim is not patent-eligible. 357
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With the PTO's new policy reflecting the Supreme Court's
decision in Prometheus, a presumption of ineligibility is created
when the claim includes a natural principle. 358 This creates a
greater burden on the applicant who, before Bilski v. Kappas, only
had to show that the claim did not "wholly embrace a [law of
nature, natural phenomenon, or abstract idea]."359
The PTO also gives guidance regarding identification and
evaluation of each claim limitation. 360 When looking at each claim,
the claim is to be considered as a whole, for "[i]t is improper to
dissect a claimed invention into discrete elements and then
evaluate the elements in isolation because it is the combination of
claim limitations functioning together that establish the boundaries
of the invention and limit its scope."361

V. CONCLUSION
a. Split in the Federal Circuit over how to apply the
"abstract idea" test in the aftermath of Bilski and
Prometheus
The Federal Circuit is split along two lines as to the proper
approach to deciding patent eligibility in view of Bilski and
Prometheus. The two sides in the split will be referred to as the
"coarse eligibility filter" proponents and the "abstracted claim
concept" proponents. The viewpoints held by each side are briefly
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summarized followed by a listing of some questions arising from
each side of the split.

1.

Coarse eligibility filter approach

The coarse eligibility filter proponents expressed their views most
clearly in Research Corp., the majority view in Classen,
Ultramercial, the majority view in MySpace, and the majority
view in CLS Bank. They favor an approach to a patentable subject
matter inquiry under §I 0 I that employs a "coarse eligibility filter"
in which the court does not presume to define "abstract" beyond a
recognition that this disqualifying characteristic should exhibit
itself so manifestly as to override the broad statutory categories of
eligible subject matter and the statutory context that directs
primary attention on the patentability criteria of the rest of the
Patent Act. The court in Research Corp. commented that
"inventions with [a] specific application or improvement to
technology in the marketplace are not likely to be so abstract that
they override the statutory language and framework of the Patent
Act." 362 In finding that the claims satisfied the statutory subject
matter requirement, the court in Ultramercial observed that the
steps recited in the patent claims "are likely to require intricate and
complex computer programming" and that some of these steps
require specific application to the internet and a cyber-market
environrnent.363 In ruling that the claims met the statutory subject
matter requirement, the court in CLS Bank, laid out the detailed
steps recited in the claim as a basis for its ruling that the claim
recited a practical application of a business concept in a "specific
way."364

362 Research Corp. Techs. v. Microsoft Corp. , 627 F.3d 859, 869
(Fed. Cir. 20IO).
363 Ultramercial, LLC v. Hulu, LLC, 657 F.3d 1323, I328 (Fed.
Cir. 2010).
364 CLS Bank Int'l v. Alice Corp. , No. 2011-I301 , slip op. at I8
(Fed. Cir. July 9, 2012).
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The coarse eligibility filter proponents favor district courts using
their inherent discretion in deciding when in the litigation
proceedings to address the§ I 01 inquiry. They disfavor giving
precedence to the § I 0 1 inquiry over §§ I 02, 103, 112. Their view
is that the expansive § 101 categories-i.e., process, machine,
article of manufacture, and composition of matter-are not
substitutes for the substantive patentability requirements of§§ I 02,
103, and 112. In MySpace, Judge Newman, a coarse eligibility
filter proponent, in addition to expressing a desire to avoid what
she referred to as the "murky morass that is § 10 I jurisprudence"
expressed concern that §101 will become the next "toss-in" for
every accused infringer's response to a patent infringement suit,
particularly in business method litigation.365

2.

Abstracted claim concept approach

The abstracted claim concept proponents expressed their views
most clearly in the dissent in MySpace, and in the dissent in CLS
Bank. Their approach is to abstract the claim by stripping away
non-essential language so as to reveal the underlying concepts and
to then ask whether such concepts are "abstract ideas". Judge
Mayer, in the dissent in MySpace interpreted Prometheus to
require resolution of § 101 issues as an antecedent question that
must be addressed before a determination is made as to whether
particular claims are invalid as obvious or anticipated. 366 Judge
Prost in the dissent in CLS Bank expressed the view that
Prometheus requires courts to inquire whether the claim
limitations that a:re added to an abstract idea are inventive. 367
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3. Questions in view of the coarse eligibility filter
approach
The "coarse eligibility filter" approach expressed in Research
Corp. in which a disqualifying characteristic should exhibit itself
so manifestly as to override the broad statutory categories of
eligible subject matter sets no clear criteria for determining
whether claimed subject matter is an "abstract idea".
The enumeration of "specific steps" approach applied in CLS Bank
appears to be similar to the repudiated State Street Bank "useful,
concrete and tangible result" test except that the State Street Bank
"result" is replaced by the CLS Bank "specific steps". How
abstract may the "specific steps" be and still withstand Supreme
Court scrutiny? Would the Supreme Court favor abstracting away
these specific steps also to get at the 'inventive concept"?
The CLS Bank approach to demonstrating absence of preemption
is problematic? Does this suggest that practitioners should build in
design-arounds of their claims?
Assuming that a district court does not give special precedence to
§ 10 I, should the district court subject the claim to the same claim
construction that applies for infringement and validity analyses? In
368
FuzzySharp Tech., Inc. v. 3DLabs Inc., the Federal Circuit ruled
that the patent el igibi Iity of at least one of the asserted claims turns
on questions of claim construction.

4. Questions in view of the abstracted claim
concept approach
As explained by the majority in CLS Bank, doesn't the "inventive
concept" approach contravene the holding in Diehr? Is the CLS
Bank dissent urging that Prometheus has reversed the Diehr
prohibition against dissecting the claims?
368

2011 U.S. App. LEXIS 22274 (Fed. Cir. Nov. 4, 2011) (per
curiam) (nonprecedential).
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Are there no rules for how one goes about throwing away claim
''jargon" to arrive at the abstracted claim language? This would
seem to imbue the court with an enormous degree of discretionary
369
power.
There are no rules for determining whether there is pre-emption.
As Judge Newman asked, is there to be a "search for a universal
truth: in the broad sweep of modem innovative technologies, does
this invention fall outside the breadth of human endeavor that
possibly can be patented under § I 01 ?"

b. Final Thoughts: Abstraction-upon-abstraction-a
special challenge in evaluating patent eligibility of
computer-implemented information technology
claims
The Supreme Court in Prometheus warned that "patent eligibility
370
[does not] 'depend simply on the draftsman ' s art."'
This section
briefly identifies some characteristics of claims to software based
inventions with an eye toward explaining why determining the line
between abstract idea and patentable subject matter is especially
difficult as applied to these kinds of information technology
371
claims.
Building software for a software-based system ordinarily involves
writing higher level code, e.g., source code, to define detailed
functions at a human readable level of abstraction and then
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compiling the code to a machine readable level of abstraction used
to program a computer.
A compiler allows most (indeed virtually all) computer
users to ignore the machine-dependent details of
machine language. Compilers therefore allow
programs and Erogramming expertise to be machine2
independent.3 (emphasis original.)
Running the compiled program code on the computer configures
the computer as a specialized machine through execution of
machine level functions that occur at a level of granularity that is
imperceptible to the user.
A patent claim describes the key inventive features of the claimed
subject matter, those features that define the essence of the
73
invention disclosed in a patent? The level of abstraction of a
374
patent claim corresponds directly to the scope of a claim .
The
ideas that underlie an invention may be broken down into many
375
The more abstract a claim is, the
different levels of abstraction.
greater its scope is, and the broader the resulting patent
76
coverage? Thus, "drafting" a patent claim to a computerimplemented information processing innovation in the broadest
terms permissible by the prior art involves reciting an abstraction
of software features, which themselves are an abstraction of the
underlying functionality of the machine.
The challenge of defining a boundary between an abstract idea and
patentable subject matter for such a patent claim having
abstraction-upon-abstraction is formidable to say the least.
372
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