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individually and/or in combination transform the nature
of the claim into a patent-eligible application.
But what does this mean? A look at the recent
developments in case law may help answer this
question….

By:
William P. Ramey, III, Partner, Ramey & Schwaller,
LLP
Stephen E. Stein, Partner, Thompson & Knight, LLP

2.

The recent evolution of the test for patentable
subject matter
How to define patent able subject matter has
undergone quite a transition in the last few years. In
2010, in the Bilski decision, the United States Supreme
Court affirmed the Federal Circuit in a decision finding
that a method of optimizing a fixed bill system for
energy markets was an unpatentable abstract idea. v The
clam at issue was as follows:

In today's fast-paced, technology-driven world,
the strength of a company's intellectual property can
determine the value of that company. What are the
issues today that all corporate attorneys should have
basic knowledge when it comes to the company’s most
valuable technology? And when is it time to call in a
specialist? Is it true that all software patents are
invalid? How does the patent trial and appeal board
challenge the validity of a patent?
This paper will attempt to discuss current Hot IP
Issues for 2016, with special emphasis on patent able
subject matter and new procedures available at the
Patent Trial and Appeal Board.

1. A method for managing the consumption
risk costs of a commodity sold by a
commodity provider at a fixed price
comprising the steps of:
(a) initiating a series of transactions between
said commodity provider and consumers of
said commodity wherein said consumers
purchase said commodity at a fixed rate
based upon historical averages, said fixed
rate corresponding to a risk position of said
consumer;
(b) identifying market participants for said
commodity having a counter-risk position to
said consumers; and
(c) initiating a series of transactions between
said commodity provider and said market
participants at a second fixed rate such that
said series of market participant transactions
balances the risk position of said series of
consumer transactions.

A. PATENTABLE SUBJECT MATTER
Remember the good old days? Patentable subject
matter was commonly understood to be anything under
the sun created by man. i While there are a lot of
questions concerning what subject matter is now
patentable, it is clear that this old standard is no longer
applicable. ii
1.

Then, what is the proper test for determining
patentable subject matter?
We start by determining what is not patentable
“[l]aws of nature, natural phenomena, and abstract
ideas,” i.e. whether the claim claims patent ineligible
subject matter iii It seems odd to define something by
what it is not, but the Supreme Court offered some
reassurance by stating that section 101 should not be
interpreted to impede innovation, particularly in the
realm of computer technology, "we tread carefully in
construing this exclusionary principle lest it swallow all
of patent law. At some level, "all inventions . . .
embody, use, reflect, rest upon, or apply laws of nature,
natural phenomena, or abstract ideas.” iv
In applying the § 101 exceptions, courts must
distinguish claim language that encompasses the
building blocks of human ingenuity which are
ineligible for patent protection, from those that
integrate the building blocks into something more.
Using this framework, a patent eligibility determination
involves a determination whether the claims at issue are
directed to a patent-ineligible concept. If so, the Court
then asks whether the claim's elements, considered both

The Federal Circuit had set forth a ‘machine or
transformation test’ for determining patentable subject
matter. vi However, the Supreme Court shot down this
test by specifying that the ‘machine or transformation’
test is not the sole test and that the determination for
what is patentable subject matter need not be so rigid. vii
The Supreme Court’s decision in Bilski was
followed up shortly with the Mayo case where the
Supreme Court reversed the Federal Circuit’s decision
and found unpatentable claims directed to
administering pharmaceutical agents. viii The claim at
issue was as follows:
A method of optimizing therapeutic efficacy
for treatment of an immune-mediated
gastrointestinal disorder, comprising:

1
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(a) administering a drug providing 6-thioguanine
to a subject having said immune-mediated
gastrointestinal disorder; and
(b) determiningthe 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
8x108 red blood cells indicates a need 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 8x108 red blood
cells inicates a need to decrease the amount
of said drug subsequently administered to
said subject.

Chapter 9

being less than the value of the 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 on[e] 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 the exchange
institutions.
The Court specifically stated that merely applying a
fundamental economic practice of risk intermediation
through third party settlement, with the presence of
generic computing elements or steps is not sufficient to
provide an inventive concept. The Court reiterated a
two-step test set forth in Mayo to determine whether the
claim recites a judicial exception to patentable subject
matter and if so, determine whether the claim recites an
"inventive concept," something "significantly more"
than the exception and "enough" to transform the claim
into eligible subject matter.xi
Apparently, the Supreme Court did not see the
Alice case as defining an abstract idea or as a software
patent case. xii As such the Court likely did not think the
case would have wide applicability. However, Alice
has been used to deny patentability to vast numbers of
applications and to invalidate vast numbers of patents
and lower the grant rate on business method patents to
the single digits.
Luckily, clarification of Alice was found on May
12, 2016, when the Federal Circuit issued it Enfish
decision finding patentable claims to non-abstract
improvements to computer technology. xiii
A
representative Claim 17 was as follows:
A data storage and retrieval system for a computer
memory, comprising:

In making its determination the Supreme Court stated
that while the “administering,” “determining,” and
“wherein” steps are not themselves natural laws, they
are not sufficient to transform the nature of the claim.
“Beyond picking out the relevant audience, namely
those who administer doses of thiopurine drugs, the
claim simply tells doctors to: (1) measure (somehow)
the current level of the relevant metabolite, (2) use the
particular (unpatentable) laws of nature (which the
claim sets forth) to calculate the current
toxicity/inefficacy limits, and (3) reconsider the drug
dosage in light of the law.” ix The Court concluded the
claims provide “instructions” that “add nothing specific
to the laws of nature other than what is wellunderstood, routine, conventional activity, previously
engaged in by those in the field.” x
But the worst was yet to come. In Alice the
Supreme Court found the following representative
claim unpatentable:
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:

means for configuring said memory
according to a logical table, said logical table
including:

(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
start-of-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 transactions that do not
result in the value of the shadow debit record

a plurality of logical rows, each said
logical row including an object
identification number (OID) to identify
each said logical row, each said logical
row corresponding to a record of
information;
a plurality of logical columns
intersecting said plurality of logical
rows to define a plurality of logical cells,
each said logical column including an
OID to identify each said logical
column; and
2
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hearing was conducted between the examiner and the
patentee – the challenging party was not invited.
Therefore there has been an historic reluctance on the
part of challengers to start a reexamination proceeding
where they were essentially limited to “one shot” at the
patent. The patent owner could amend claims and
make arguments, but only the examiner could address
those amendments and/or arguments.
Under the new AIA procedures, the requester may
now cite statements made by the patent owner in
Federal Court or in the USPTO, in which the patent
owner took a position regarding the scope of a
particular claim. xvii These statements, however, can
only be used by the USPTO to determine the meaning
of a particular claim term. xviii Additionally, no legal
estoppel is created by an ex parte reexamination
because the challenger is not involved in the
substantive portions of the challenge. But challenges to
the validity of a patent may be more difficult if a party
waits for district court litigation.

means for indexing data stored in said
table.
In finding the subject matter patentable, the court
identified how the self-referential table functions
differently than conventional database structures, and
concluded that the district court oversimplified the selfreferential component of the claims when it found the
claims were directed simply to the concept of
organizing information using tabular formats.” xiv The
Court indicated that reading the exclusion more broadly
would allow the exceptions to swallow the rule.
In a piece of good news for the software industry,
the Federal Circuit’s holding reiterates that software
claims are not necessarily abstract, and thus, “the
invention's ability to run on a general-purpose
computer does not doom the claim.” xv It explained that
software can make non-abstract improvements to
computer technology, and therefore, it can be sufficient
to define improvements by logical structures and
processes without any reference to “physical
components.”

2.

Post Grant Review:
A significant addition to patent challenge options
under the AIA is the Post Grant Review (“PGR”). A
PGR allows a challenger to file a petition to cancel at
least one patent claim on any ground of invalidity. xix
Grounds can therefore include non-patentable subject
matter, lack of enablement, failure to provide a
sufficient
written
description,
indefiniteness,
anticipation, and obviousness. xx For anticipation and
obviousness purposes, evidence of prior public use,
prior public disclosure, or an on-sale bar can be used.
Of greatest significance is the allowance of full
participation by the patent owner and the petitioner in
front of the Patent Trial and Appeals Board (PTAB). xxi
While no guarantee of success, the challenger is now in
the room and able to make his or her case.
A PGR petition must be filed within nine (9)
months of the date of the grant of the patent or the
issuance of a reissue patent. xxii Therefore, timely
monitoring of issued patents may be a useful tool to
companies with an eye on competitors, and of course
many service providers are happy to provide that
service. xxiii This has gained popularity in a number of
industries.
To be successful in a PGR, the petitioner must
establish that it is more likely than not that the
information presented in the petition, if not rebutted,
would invalidate at least one challenged claim. xxiv This
is a change from the prior standard of “whether a
substantial new question of patentability affecting any
claim of the patent concerned is raised by the request.”
There are other procedural aspects worth noting,
including (1) limited discovery xxv, (2) the ability of the
PTAB to sanction parties for discovery abuse, improper
use of proceedings, delays, and unnecessarily
increasing costs xxvi, (3) the right of the parties to

3.

Steps to take to Avoid Abstract Claims
While it widely known that software is patentable,
what are some steps that can be taken to avoid having
your patent claims found to be Abstract?
a.

b.

c.
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Draft claims to cover the technical
improvements over the prior art and not the
abstract idea, i.e. the something new is the
improved technical aspects;
Provide greater disclosure in the specification
to explain your invention and differentiate it
over the prior art; and,
Describe in detail how your invention is a
solution to a prior art problem.

Primarily, greater disclosure and an explanation of the
technical improvement associated with the invention
will help achieve patentability.
B.

POST GRANT REVIEW PROCEDURES
Background: The America Invents Act (or
“AIA") xvi modified both existing procedures and
established certain new procedures for post-grant
challenges to issued patents. Since becoming effective
practitioners have begun utilizing the new provisions to
challenge patents as discussed herein.
1.

Ex parte Reexamination:
Procedures have been in place for years to permit
ex parte reexamination where the requester (or
“challenger”) cites prior art patents and printed
publications, which raise a substantial new question of
patentability with regard to at least one claim. The
downside of this procedure has always been that the
3
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settle xxvii, an automatic stay on civil actions with
respect to the patent (until the patentee moves court to
lift the stay; counterclaims for infringement; or files a
motion to dismiss the civil action).xxviii After a final
written decision by the PTAB on any claim, the
petitioner may not request or maintain a proceeding in
the USPTO or in a civil action or in the ITC that the
claim is invalid on any ground that could have been
raised in the PGR.
As of January 31, 2016, 15 PGR petitions have
been filed, xxix substantially fewer than petitions filed
for other types of review. There are many possible
reasons for this, but perhaps the most likely of those is
that the window for filing a PGR petition is relatively
narrow. As a result, a would-be petitioner must act
quickly to identify newly issued patents, identify one or
more bases for invalidity, and file the PGR petition, all
in the relatively short, nine-month window. But when
used appropriately, PGR can be a useful and powerful
tool for avoiding costly district court litigation.

Another procedure available under the AIA is the
Covered Business Method (“CBM”) Review. xxxvi A
petition under this proceeding is limited to a person
who is sued or charged with xxxvii infringement of a
covered business method patent. If a party is charged
with infringement of a CBM patent it may find this
procedure a cost effective alternative to a court
proceeding when defending against non-practicing
entities. As explained by the USPTO, the definition of
“covered business method patent” was drafted to
encompass patents “claiming activities that are
financial in nature, incidental to a financial activity or
complementary to a financial activity.” xxxviii
If
instituted, a CBM Review must be completed within
twelve months, which may be good or bad depending
on the challenger’s budget. If there are multiple
challenges to a specific CBM patent, “the Board may
enter any appropriate order regarding the additional
matter including providing for the stay, transfer,
consolidation, or termination of any such matter.
Joinder may be requested by a patent owner or
petitioner.” xxxix It may well be a situation where
multiple parties charged with infringement of a CBM
patent wish to coordinate their actions. Advantages to
a challenger are (1) while generally not available
during the nine (9) month PGR period, they are
correspondingly not limited to that period. Therefore
if sued on a CBM patent, a defendant may elect in
appropriate circumstances to initiate a CBM review.
A total of 280 CBM review petitions have been
filed as of January 31, 2016. Of these, trial was denied
institution in 142 of the cases. In 53 cases, trial was
instituted but subsequently terminated (dismissed or
settled), leaving 85 cases in which a trial was granted
resulting in a written opinion. xl Originally intended to
deal with problems with “business method” patents,
those accused of infringement have occasionally used
the CBM review process more broadly in an attempt to
invalidate patents only related to business methods,
with varying degrees of success. So while patents
clearly directed towards a method of doing business are
within the scope of CBM reivew, the precise limits of
CBM review are still being sorted out through
litigation.

3.

Inter Partes Review:
Inter partes review (“IPR”) is a procedure
introduced under the AIA and became effective
September 16, 2012 xxx. As of January 31, 2016 a total
of 2447 IPR petitions have been filed xxxi representing
91% of all AIA petitions filed between September 16,
2012 and January 31, 2016. Of the 2447 IPR petitions
filed, in 1243 cases trial was not instituted xxxii. Of those
where trial was instituted 742 cases were terminated
(either by dismissal or settlement) leaving 732 cases in
which trial was granted and a written opinion issued.
An IPR is worth considering as an option (1) as an
alternative to litigation or to stay a pending litigation
proceeding or (2) to challenge a competitors patent
even when there is not a pending case or controversy
before the patent is “validated” by third party licenses
or settlements. The limitations on an IPR is that (1) a
patent can only be challenged based on prior art patents
and printed publications xxxiii (2) a challenging petition
must be filed either nine (9) months after patent grant
or, if a PGR has been instituted, the termination of the
PGR xxxiv and (3) an IPR cannot be instituted on a
petition filed more than one (1) year after the petitioner
is served with a complaint for infringement. xxxv In
other material respects (i.e. stay of civil actions and
estoppel provisions) as well as the procedural aspects
of an IPR are much the same as for a PGR.
The addition of IPR has spurred significant
activity at the USPTO. Individuals and entities alike
have begun taking a new approach to post-grant
proceedings. The parties are using IPRs both
offensively and defensively, taking an active role in the
proceedings.
4.
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Covered Business Methods Procedures:
4
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5.

estoppel rules would keep it from making any of the
arguments from its IPR petition—including those not
instituted or considered by the Board—in future district
court litigation. While the Federal Circuit seemed to
agree with Shaw that the Board’s refusal to institute on
the “Payne-based ground” was improper, the Court
ultimately held that it has “no authority…to review the
Board’s decision to institute IPR on some but not all
grounds.” xlvii Importantly, the Court held that estoppel
would only apply to the arguments raised during the
IPR, and would not apply to those refused
institution. xlviii
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Merck & Cie v. Gnosis S.P.A et. al xlix
Merck owns U.S. Patent No. 6,011,040, directed
to a method of using folates to lower levels of
homocysteine in the human body. Based on an IPR
petition filed by Gnosis, the Board reviewed the
patentability of various dependent claims of the ’040
Patent. l The Board considered three prior art
references, concluding that all of the contested claims
are obvious. li Because of the “close similarity of
purpose and disclosure” between the prior art
references, the Board found that “a person of ordinary
skill in the art would have been motivated to combine
the references to arrive at the [patented] method.” lii In
addition, the Board found Merck’s proffered evidence
of commercial success, copying, industry praise, and
long-felt need to be unpersuasive.
The Federal Circuit reviewed the Board’s
obviousness finding, whether a person of ordinary skill
in the art would have a motivation to combine the cited
references, and Merck’s objective indicia of nonobviousness. liii
In Merck the Federal Circuit took the opportunity
to address the standard of review to be used by the
Federal Circuit with respect to decisions of the PTAB.
The majority found that the findings of the PTAB were
supported by substantial evidence. liv In dissent, Justice
Newman argued that “…it is incorrect for this court, as
the only reviewing tribunal, to review the PTAB
decision under the highly deferential “substantial
evidence” standard”. lv Because the Federal Circuit is
the only review body for these new agency
proceedings, Newman argued that the preponderance
of the evidence standard was the appropriate standard
of review. lvi
While the Court’s review provides a helpful
overview of the appropriate standards to be used by the
Board in evaluating IPR petitions, the Court agreed
with all of the Board’s findings. As a result, no new
tests or further clarification is provided by the Merck
case and the Federal Circuit reaffirmed the substantial
evidence standard in Black & Decker, Inc. v. Positec
USA, Inc., in May of 2016. lvii
b.
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6.

Representative IPR Decisions
As noted above there have been a number of post
grant review petitions and subsequent decisions. Of
particular note are:
Shaw Industries v. Automated Creel Systems xli
In February of 2012, Automated Creel Systems
(“ACS”) sued Shaw for infringement of U.S. Patent
No. 7,806,360. xlii ACS later dismissed the suit without
prejudice, and within a year of service of the original
complaint, Shaw filed an IPR petition of all twenty-one
claims in the ’360 Patent. The Patent Trial and Appeal
Board (“the Board”) instituted IPR on all claims except
claim 4 on two of the fifteen grounds proposed by
Shaw. The Board notably denied Shaw’s petition on at
least one ground as “redundant in light of [its]
determination that there is a reasonable likelihood that
the challenged claims are unpatentable based on the
grounds of unpatentability on which [it] instituted”
IPR. xliii
In September 2013, over a year after service of
ACS’s original complaint, Shaw filed a second petition,
requesting IPR of claim 4. The Board instituted IPR,
rejecting ACS’s argument that 35 U.S.C. § 315(b)
precluded it from instituting IPR. xliv The Board
reasoned that, because ACS had voluntarily dismissed
its suit without prejudice, it nullified the effect of the
alleged service of the complaint on Shaw. xlv The Board
issued a final written decision in July 2014, invalidating
several of the ’360 Patent’s claims, including claim 4,
but finding other claims not invalid. xlvi
Shaw appealed the decision, arguing that the
Federal Circuit has jurisdiction to review the Board’s
final written decision, including a decision not to
consider certain grounds for invalidity in an IPR
petition as redundant. Shaw was concerned that IPR
a.
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Cuozzo Speed Technologies, LLC v.Lee lviii
Cuozzo owns U.S. Patent No. 6,778,074 which
claims a speedometer that shows a driver when he or
she is driving above the speed limit. In 2012, Garmin
sought review of claim 17 of the ’074 Patent. lix The
Board instituted the IPR as to claim 17, and
additionally decided to reexamine claims 10 and 14
because it determined those claims were “logically
linked to the obviousness challenge of claim 17. lx The
Board found that each of the three claims it reviewed
were invalid as obvious. Cuozzo appealed to the
Federal Circuit, claiming that the Board improperly
instituted IPR with respect to claims 10 and 14 and that
the ‘broadest reasonable construction’ standard was
inappropriate in IPR proceedings. After careful
consideration, the Federal Circuit affirmed the Board. lxi
Cuozzo then filed a writ of certiorari, and the
Supreme Court agreed to review the case in January of
2016. Before the Supreme Court were two issues: (1)
whether the Board’s decision whether to institute an
IPR proceeding is judicially reviewable; and (2)
whether the Board may, in IPR proceedings, construe
claims in an issued patent under their broadest
reasonable interpretation. As to question one, the
Supreme Court acknowledged the “strong presumption
in favor of judicial review,” but such a presumption
“may be overcome by clear and convincing indications,
drawn from specific language that Congress intended
to bar review.” lxii Looking to the language of the Patent
Act, the Court held that 35 U.S.C. § 314(d) clearly
states that the Patent Office’s determinations whether
to institute IPR “shall be final and nonappealable.” lxiii
As to question two, Cuozzo argued that the Patent
Office should, like the courts, interpret claim language
by looking to the ‘ordinary meaning’ as understood by
a person of skill in the art. lxiv The Court noted that the
purpose of the IPR is not the same as district court
litigation, and that “neither the statutory language, its
purpose, or its history suggest that Congress considered
what standard the agency should apply when reviewing
a patent claim in inter partes review.” lxv Accordingly,
the Court held that the regulation “represents a
reasonable exercise of the rulemaking authority that
Congress delegated to the Patent Office,” and therefore
it was within the Board’s discretion to determine the
appropriate claim construction standard in IPR
proceedings. lxvi
c.
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7,024,205 and 7,203,752 and relate to managing and
delivering location-based services for wireless
communication devices.
The PTAB granted Google’s petitions, eventually
finding the patents invalid for failing to comply with
the written description requirements of 35 U.S.C. §
112. lxix Unwired Planet then appealed the PTAB’s
decisions to the Federal Circuit. The Federal Circuit
questioned the invalidity of the two patents, indicating
that they had trouble agreeing with the USPTO’s
decision to review the mobile phone patents under the
CBM standard. lxx In particular, the Federal Circuit
questioned whether the PTAB decision to institute the
CBM reviews stepped beyond its intended bounds
because such reviews were intended to cover nontechnological patents directly to financial products and
services. lxxi
During oral arguments, Judge Hughes said “I
don’t think that any patent that references a financial
institution or finding an ATM could be subjected to
CBM review.” lxxii To drive his point home, Judge
Hughes remarked that the “board has this arbitrary
definition of incidental that includes anything related to
a bank—that could include a lightbulb you put in a
lobby.” lxxiii While the Federal Circuit decisions on the
two patents have not been released, it seems probable
that the court will help to more clearly define the
appropriate scope of CBM review.
b.

Liberty Mutual Insurance Co. v. Progressive
Casualty Insurance Co. lxxiv (CBM Decision)
On September 16, 2012, Liberty Mutual Insurance
filed a petition for CBM review against Progressive
Casualty Insurance’s 8,140,358 patent. In its petition,
Liberty Mutual asserted 422 grounds of
unpatentability. lxxv In a written order, the PTAB
required petitioner to select one of the two groups of
obviousness grounds on which to go forward. lxxvi In
doing so, the PTAB declined to grant a CBM petition
on grounds it deemed redundant, setting forth a
framework for its analysis, and stating that:
“We take this opportunity to note that
multiple grounds, which are presented in a
redundant manner by a petitioner who makes
no meaningful distinction between them, are
contrary to the regulatory and statutory
mandates, and therefore are not all entitled to
consideration.” lxxvii

7.
a.

Representative CBM Decisions
Unwired Planet v. Google lxvii (CBM decision)
Unwired Planet LLC sued Google alleging
infringement of 10 mobile web patents. In response,
Google filed several petitions with the USPTO
requesting, among other things, that two of the patents
asserted by Unwired Planet be reviewed under the
Transitional Program for Covered Business Method
(CBM) patents. lxviii The patents are U.S. Patent Nos.

The PTAB went on to describe two types of
redundancy in obviousness arguments: horizontal and
vertical redundancy. lxxviii The former involves multiple
references applied as distinct and separate alternatives
where the petitioner fails to explain how the references
differ. lxxix The latter involves the application of both
partial and full combinations of references to allegedly
6
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render obvious the same claim without a bi-directional
explanation as to why one assertion might be stronger
than the other in certain instances. lxxx The takeaway
from this case is that a petitioner should provide a clear
explanation for each of its grounds of unpatentability
asserted in the petition, and that the PTAB resolves
ambiguity in a petition against the petitioner.
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its very first decision under CBM review, the PTAB
held that several claims in the ’350 Patent were
unpatentable under 35 U.S.C. § 101. lxxxii Versata then
appealed the decision to the Federal Circuit. The
Federal Circuit attempted to define the term
“technological invention” as it is relevant to CBM
proceedings, indicating that such an invention solves a
technical problem using a technical solution. lxxxiii In
addition, the court directly ruled that CBM review
proceedings can include challenged under 35 U.S.C. §
101. lxxxiv

Versata Development Group, Inc. v. SAP lxxxi
(CBM Decision)
On September 16, 2012, SAP filed a petition
seeking CBM review of Versata’s 6,553,350 patent. In
c.
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