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I.  INTRODUCTION

The Supreme Court’s decision in Bilski v. Kappos is well known for rejecting the Federal Circuit’s adoption of the “machine-or-transformation” test as the sole test for determining whether a claimed process is patent-eligible under 35 U.S.C. § 101.  130 S.Ct. 3218, 3225-27 (2010).  While the Supreme Court agreed with the Federal Circuit that the Bilski claims were ineligible, it arrived at this conclusion after casting the subject matter of the claims as an “abstract idea”—a somewhat more indistinct analytical route.  Id. at 3229-30.  

Without the ability to rely exclusively on the machine-or-transformation test, the Federal Circuit has searched for a patent-eligibility standard that it can apply to computer-implemented inventions.  This search has yielded mixed and sometimes seemingly inconsistent results.  After some additional guidance from the Supreme Court in Mayo Collaborative Servs. v. Prometheus Labs., Inc., however, the Federal Circuit stands poised to enunciate a standard in its en banc consideration of CLS Bank Int’l v. Alice Corp.  (Fed. Cir. Case No. 2011-1301).  This paper briefly analyzes the Federal Circuit’s path through its § 101 decisions since Bilski, as well as the likely (though perhaps only temporary) resolution of its search for common ground in the en banc consideration of CLS Bank.  
II.  ULTRAMERCIAL V. WILDTANGENT

One of the Federal Circuit’s first decisions addressing the eligibility of computer-implemented inventions after Bilski came in Ultramercial v. WildTangent in September of 2011.  657 F.3d 1323.  In that case, the court addressed claims to a method for distributing copyrighted products over the Internet.  Ultramercial, 657 F.3d at 1324.  The claims recited steps whereby a facilitator attaches advertising to copyrighted media products and offers access to the products to consumers in exchange for viewing the advertisements.  Id. at 1324-25.  The lower court had ruled the claims were ineligible under § 101.  Id. at 1325.

The Federal Circuit reversed the lower court after finding that the claimed invention involved “an extensive computer interface” requiring “intricate and complex computer programming.”  Id. at 1328.  The court acknowledged that the claims were broad, but apparently viewed the claims as an “advance in computer technology” that was far from abstract.  Id. at 1329.  The court held that the claims recited a “practical application” of the abstract idea “that advertising can be used as a form of currency” and were patent eligible under § 101.  Id. at 1328.  

WildTangent petitioned for Supreme Court review of the Federal Circuit’s decision, and noted that the claims do not include references to any software or particular computer programming beyond the general recitations that the products are distributed “over the Internet” and the provided for sale “at an Internet website.”  (Petition for Writ of Certiorari of WildTangent, Inc., 2012 WL 379766, *8-*9 (February 2, 2012)).  WildTangent argued that the Federal Circuit’s decision was inconsistent with Bilski and also with its own recent decisions in CyberSource Corp. v. Retail Decisions, Inc., 654 F.3d 1366 (Fed. Cir. 2011) and Dealertrack, Inc. v. Huber, 674 F.3d 1315 (Fed. Cir. 2012).  (Id. at *9-*10).  In CyberSource, the Federal Circuit held that claims to a method and computer readable medium with program instructions for verifying the validity of a credit card transaction “over the Internet” were not patent-eligible under § 101.  CyberSource, 654 F.3d at 1375-77.  In Dealertrack, the claims were to a “computer aided method of managing a credit application,” but lacked details beyond the recitation of “computer aided” regarding computer implementation and were held to be ineligible.  674 F.3d 1331, 1334.  

WildTangent also requested that its petition, at the very least, be held pending the Supreme Court’s decision in Mayo Collaborative Servs. v. Prometheus Labs., Inc. (Petition for a Writ of Certiorari by WildTangent, Inc., at *10).  WildTangent argued that Prometheus also dealt with the scope of patentable subject matter under § 101, and was likely to bear on the analysis undertaken by the Federal Circuit.  
III.  ULTRAMERCIAL VACATED AND REMANDED IN VIEW OF PROMETHEUS

The Supreme Court decided Prometheus on March 20, 2012, and subsequently granted WildTangent’s petition, vacated the Federal Circuit’s decision, and remanded the case for further consideration.  132 S.Ct. 1289; WildTangent, Inc. v. Ultramercial, LLC, 132 S.Ct. 2431 (2012).  In assessing the claims in Prometheus, the Court framed the question before it as “do the patent claims add enough to their statements of the correlations [i.e., the natural laws] to allow the processes they describe to qualify as patent-eligible processes that apply natural laws?”  Prometheus, 132 S.Ct. at 1297.  The Court stated that a claimed process using a natural law (or an abstract idea) must also contain other elements sufficient to ensure that the patent in practice amounts to significantly more than a patent on the natural law or idea itself.  Id. at 1294, 1297.  These “other elements” in addition to the natural law or abstract idea were referred to by the Court as an “inventive concept.” Id. at 1294.  Limitations to a particular technological environment, or the addition of purely “conventional or obvious” pre- or post-solution activity, cannot transform an unpatentable abstract idea into a patentable application of the idea.  Id. at 1297-1298.

It is difficult to predict whether the Supreme Court’s vacatur and remand of Ultramercial indicates that the claims at issue in that case will survive.  It appears that the claimed invention in Ultramercial utilizes a computer in a more integrated way and for a more specialized purpose than the claimed inventions in CyberSource or Dealertrack.  That is, the computer in Ultramercial appears necessary to do more than simply perform repetitive tasks and calculations.  For example, the computer in Ultramercial would deliver media products.  It seems possible, therefore, that the claims in Ultramercial could survive an eligibility analysis consistent with Prometheus.  
IV.  CLS BANK V. ALICE CORP. 

Almost two months after the Ultramercial decision was vacated and remanded, a panel of the Federal Circuit decided the case of CLS Bank Intern. v. Alice Corp. Pty. Ltd., 685 F.3d 1341 (Fed. Cir. 2012).  The patents at issue in CLS Bank are directed to a method, “data processing system,” and computer program (on a computer readable medium) for exchanging obligations between two parties using a trusted third party to eliminate “settlement risk.”  685 F.3d at 1343.  The district court had ruled that the claims were ineligible under § 101.  

The claims at issue in CLS Bank that actually recite computer-related elements do so in a broad, unspecified way.  The system and media claims include “a data storage unit” and “a computer.”  Id. at 1344.  Some of the method claims are not explicitly tethered to any computer system at all, and the other, remaining method claims are tethered only by the thin thread of requiring an “electronic adjustment.”  Id. at 1354.  However, the parties agreed to a construction under which all claims required a general purpose “computer system,” which grouped the claims together for analysis.  Id.  The court adopted this approach.  Id.  

Despite the lack of any specific computer or programming implementation either explicitly recited by the claims or incorporated through the court’s construction, the court relied on the “computer system” limitation to hold that all of the claims were patent-eligible.  Id. at 1356.  The court stated that “it is difficult to conclude that the computer limitations here do not play a significant part in the performance of the invention.”  Id. at 1355.  These limitations were not, in the court’s view, merely “token post-solution” activity, and the claims did not “appear to preempt much in the way of innovation.”  Id.  

Interestingly, the court did not strictly employ the analysis technique used by the Supreme Court in Prometheus, as Judge Prost forcefully pointed out in her dissent.  Id. at 1356-57.  Instead, the court seemed to employ a different standard: “...when—after taking all of the claim recitations into consideration—it is not manifestly evident that a claim is directed to a patent ineligible abstract idea” that claim will not be held ineligible under § 101.  Id. at 1352.  Prost’s dissent also pointed out that the majority relied heavily on “computer implementation” despite the majority’s own warning that “mere computer implementation” was not enough to pass muster under § 101.  Id. at 1353, 1357. Further, Prost opined that the majority’s “manifestly evident” standard would not provide sufficient guidance for future litigants and was more of an “escape hatch.”  Id.  

As evidenced by Judge Prost in her dissenting opinion, the CLS Bank decision raised questions regarding the consistency with which the Federal Circuit was assessing patent-eligibility.  
V.  BANCORP SERVICES V. SUN LIFE 

Only a few weeks after issuing its panel decision in CLS Bank, the Federal Circuit decided Bancorp Servs., L.L.C. v. Sun Life Assurance Co. of Can., 687 F.3d 1266 (Fed. Cir. 2012).  The Bancorp case involved claims to methods, systems, and computer-readable media for controlling a computer for managing life insurance policies.  Bancorp Servs., 687 F.3d at 1270-72.  

The court read the system and computer-readable media claims as requiring one or more computers, which are recited generally as, for example, a “generator,” “digital storage,” and “high density removable storage means” such as a “compact disc.”  Id. at 1274-75.  The court held that the independent method claim, however, was not limited to implementation on a computer.  Despite this disparity between the claims to a system and a computer-readable media and the claims to a method, the court held that the eligibility analysis under §101 would be the same for all claims, since it did not perceive a difference in the actual substance of the claims.  Id. at 1276-77.  In particular, the computer-readable media claims simply controlled a computer to perform the same seven steps claimed in the method claim at issue.  Id. at 1277.  

The court rejected Bancorp’s argument that the system and media claims should be held eligible simply because they are limited to being performed on a computer.  Id. at 1276-77.  The court viewed the “computer limitations” as not imposing meaningful limits on the scope of the claims.  Id. at 1277.  The court reiterated its previous pronouncements in Dealertrack and Fort Properties, Inc. v. American Master Lease LLC, 671 F.3d 1317 (Fed. Cir. 2012) that adding a general-purpose computer to perform only repetitive calculations will not change a claim to an abstract idea from ineligible to eligible.
  Id.  

The court ultimately ruled that the claims were invalid, stating that after the “insignificant computer-based limitations are set aside,” the remaining features of the claims amounted to no more than mathematical computation.  Id. at 1279-80. The court also remarked that it saw no material difference between the claims at issue in Bancorp and those at issue in Bilski.  Id. at 1278.  
Overall, the Bancorp decision seems much more solidly grounded than the panel majority opinion in CLS Bank—likely because the eligibility analysis was conducted in a manner consistent with the technique applied in Prometheus.  See Id. at 1279-80. 
VI.  CLS BANK’S PETITION FOR EN BANC REVIEW 

After the Bancorp decision, CLS Bank petitioned for en banc review by the Federal Circuit, which is not surprising in view of the divided panel and the apparent tension between the panel majority decision and numerous other Federal Circuit decisions.  Indeed, the CLS Bank panel decision appears even more difficult to square with the CyberSource, Dealertrack, Fort Properties, and (especially) Bancorp decisions than the Ultramercial decision.  In all of CyberSource, Dealertrack, Fort Properties, and Bancorp, just like in CLS Bank, the claims included general computer limitations that would, seemingly, play no less of a “significant part in the performance of the invention” than the computer elements in CLS Bank.  See CLS Bank, 685 F.3d at 1355.  In those cases, however, the court declined to hold that the general-purpose computers imposed any meaningful limit on the scope of the claims at issue.  The practical difference from the standpoint of § 101 eligibility between the claims of CLS Bank and those of CyberSource, Dealertrack, Fort Properties, and Bancorp is simply not apparent.  


The court granted the petition and asked the parties what test should be applied to determine eligibility of computer-implemented inventions, and when a computer would lend eligibility to an otherwise ineligible abstract idea.  CLS Bank Intern. v. Alice Corp. Pty. Ltd., 484 Fed.Appx. 559 (Fed. Cir. 2012).  The parties’ proposed tests are not starkly dissimilar, which is not surprising given that they are both based on Prometheus.  (Principal en Banc Brief for Plaintiff-Appellee CLS Bank, 2012 WL 6044411 at *12 (Fed. Cir. Nov. 30, 2012); En Banc Response Brief of Defendant-Appellant Alice Corp. Pty. Ltd., 2013 WL 680918 at *10, (Fed. Cir. Jan. 10, 2013)).  CLS Bank proposed that “a method claim must recite steps that are ‘sufficient to ensure that the patent in practice amounts to significantly more than a patent upon the [abstract idea] itself.’”  (Principal en Banc Brief for CLS Bank, at *12 (quoting Prometheus)). Alice Corp. proposed nearly identical language: a claim “is patent-ineligible when it is merely directed to an abstract idea itself, or when the claim includes only ‘token’ additional limitations that fail to ensure that ‘the patent in practice amounts to significantly more than a patent upon the [abstract idea] itself.’”  (En Banc Response Brief of Alice Corp. at *10 (also quoting Prometheus)).  

The parties’ proposals with respect to when a computer makes an ineligible abstract idea eligible are more divergent.  CLS Bank proposes that a computer must be both integral to and specialized for the claimed invention.  (Principal en Banc Brief for CLS Bank at *12).  Alice Corp. proposes that the computer must play a “sufficiently meaningful role that it is a significant part of the claimed invention” and not a “mere token” addition to the claim.  (En Banc Response Brief of Defendant-Appellant Alice Corp. Pty. Ltd. at *10).  Alice Corp.’s suggestion would create a lower bar for the specificity required for claimed computer-elements to overcome ineligibility than would CLS Bank’s.  Such a lower bar may be at odds with the Federal Circuit’s decisions in CyberSource, Dealertrack, Fort Properties, and Bancorp.
VII.  CONCLUSION


Despite some unsure steps in Ultramercial and CLS Bank, the Federal Circuit’s search for consistency in determining subject matter eligibility for computer-implemented inventions appears to be reaching at least a temporary resolution in the en banc reconsideration of CLS Bank.  Whatever wording the Federal Circuit chooses to employ for its eligibility test, it will almost certainly require an analysis of what, beyond an abstract idea, is recited in a claim that relates to a practical application of the idea and/or would limit foreclosure of future innovations employing that idea.  The court will also likely require that, in order to lend eligibility to an otherwise ineligible abstract idea, a computer, as it is recited in the claims, must have some degree of specialization to the claimed invention (via hardware or software programming) such that it does more than perform basic, unspecified computing functions.  With this in mind, it seems unlikely that the claims at issue in CLS Bank will pass muster.  As discussed above, however, the claims in Ultramercial seem much more likely to survive.
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� In Fort Properties, the court ruled claims to a method of creating a real estate investment instrument ineligible despite explicit recitation of a “computer to ‘generate a plurality of deedshares.’”  671 F.3d at 1319, 1323-24.





