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Agenda
— Overview of The definition of “Invention”
— Summary of Patent Eligibility Determination under Alice

— Motions to Dismiss under Section 101
= Cleveland Clinic Found. v. True Health Diagnostics LLC, 859 F.3d 1352 (Fed. Cir. 2017)
= Berkheimer v. HP, Inc., 881 F.3d 1360 (Fed. Cir. 2018)
= Aatrix Software, Inc. v. Green Shades Software, Inc., 882 F.3d 1121 (Fed. Cir. 2018)
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= Berkheimer v. HP, Inc., 881 F.3d 1360 (Fed. Cir. 2018)
= Aatrix Software, Inc. v. Green Shades Software, Inc., 882 F.3d 1121 (Fed. Cir. 2018)
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Definition of “Invention”
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Japan Has a Definition for “Invention”

e Patent Act of Japan § 2(1)

— “Invention” 1n this Act means the highly advanced creation of technical ideas

utilizing the laws of nature.
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No Clear-cut definition of “invention” in the U.S.

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

35U.S.C. § 101

“The Committee Reports accompanying the 1952 Act inform us that
Congress intended statutory subject matter to ‘include anything under
the sun that is made by man.”” Diamond v. Chakrabarty, 447 U.S. 303,
309 (1980).

Sterne Kessler

EEEEEEEEEEEEEEEEEEEEEEEEEE



KEREEFEICIE, TR DOV THAELZEEZ ML

[FRENOBERLHE, #M, HEVELJITHERIIEZENLIZD
L\‘C@%ﬁiﬁ?ﬁ\ﬁ’ﬁﬁﬂﬁﬂﬂﬂé’*%ﬁﬂﬂ(i%%bf*%(i REDEDSD
FHERUVEHICHKD, FHFZRFI HIENTED, |

KEEFEFE1015%(35U.S.C. §101)

Skl T1952F 45 EIZfBESN TWS[RLE|ZES DR
( (i KEGEEH. ##an,f@*T%%tL,fﬁ'ﬂa@‘FM &0 T
BlEEINF-HLD—PEEL |- EEBERLTLM- 1 EHERLTNS,

Diamond v. Chakrabarty, 447 U.S. 303, 309 (1980).
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Emmary of Patent
Eligibility Determination
under Alice
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The USPTO Guideline for Patent Subject Matter Eligibility

e Claimed invention must fall under one of four categories
= Processes,
= Machines,
= Manufacturers, and
= Compositions of matter

35U.S.C. § 101
e Claimed invention must qualify as patentable subject matter

* The claim must not be directed to a judicially recognized exception.

Alice Corp. Pty. Ltd. v. CLS Bank Int’l, 134 S. Ct. 2347, 2354 (2014)
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Judicially Recognized Exceptions

e These are found to be outside of the four categories of invention:
— Abstract ideas

— Laws of nature

— Natural phenomena

e These “are the basic tools of scientific and technological work.”
Supreme Court 1s concerned that monopolizing these tools by granting
patent rights may impede innovation rather than promote it.

See Alice Corp., 134 S. Ct. at 2354
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See Alice Corp., 134 S. Ct. at 2354
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A_Iice Test

Test to determine which judicial exceptions
are patent eligible
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The Supreme Court’s Interpretation of 35 U.S.C. § 101
Under Alice

* The Two-Part Test

— First, determine whether the claims at issue are directed to one of those patent-ineligible

concepts (natural phenomena or abstract idea).

— Second, search for an “inventive concept” — an element or combination of elements that is
sufficient to ensure that the patents in practice amounts to significantly more than a patent

upon the [ineligible concept] itself.
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The Supreme Court’s Interpretation of 35 U.S.C. § 101
Under Alice details

e Alice’s Holding

— Method claims which merely require generic computer implementation fail to transform an

abstract idea into a patent eligible invention.

— “wholly generic computer implementation is not generally that sort of ‘additional featur[e]’
that provides any ‘practical assurance that the process is more than a drafting effort designed
to monopolize the [abstract idea] itself.” Alice, 134 S.Ct. 2347, 2350-51.
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Inventive Concept Unveiled

 “It is well-settled that mere recitation of concrete, tangible
components is insufficient to confer patent eligibility to an
otherwise abstract idea.” TLI Commc’ns LLC v. AV Automotive
LLC, 823 F.3d 607, 613 (Fed. Cir. 2016).

o “Utility is not the test for patent-eligible subject matter.” Genetic
Techs. Ltd. v. Merial LLC, 818 F.3d 1369, 1380 (Fed. Cir. 2016).
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Flow-Chart for
Determining Patent
Eligibility
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Is the claim to a process,

machine, manufacture or
composition of matter? No

Eligibility of the claim
self-evident

No Is this a law of nature

Natural phenomena or
an abstract idea

Yes No

Does it have an

Patent eligible subject matter
under 35 U.S.C. § 101

inventive concept?

Not eligible subject matter
under 35 U.S.C. § 101
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Role of Factual Evidence In the Patent
Eligibility Inquiry:

Three recent Federal Circuit decisions in Cleveland Clinic Found. v. True

Health Diagnostics. LLC, Berkheimer v. HP Inc., and Aatrix Software, Inc.
v. Green Shades Software, Inc.
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Prior to Berkheimer and Aatrix

 Since Alice, lower courts have permitted a motion to dismiss or
summary judgment based on patent eligibility arguments on the
pleadings as pure question of law.

* The patent eligibility argument has been helpful for Defendants
to avoid discovery by eliminating the case during the motion to
dismiss stage.
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Issue raised by Berkheimer and Aatrix

Whether the claimed elements or the claimed combination are
“well-understood, routine, conventional” is a question of fact.
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The Good Old Days

Cleveland Clinic Foundation v. True Health

Diagnostics LLC, 859 F.3d 1352 (Fed. Cir.
2017)
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Cleveland Clinic Foundation v. True Health
Diagnostics LLC, 859 F.3d 1352 (Fed. Cir. 2017)




Cleveland Clinic Foundation v. True Health
Diagnostics. LLC, 859 F.3d 1352 (Fed. Cir. 2017)

e Facts:

— Patents relate to methods for detecting myeloperoxidase (MPO) enzyme and
correlating results to cardiovascular risk.

— Three of the four patents-in-suit relate to methods of testing, e.g., “method of
assessing a test subject’s risk of having atherosclerotic cardiovascular
disease, comprising comparing levels of [MPO]...” Id. at 1356.

e Posture:

— On motion to dismiss, district court (N.D. Ohio) held asserted claims of three
testing patents invalid as drawn to patent ineligible subject matter. District
court also dismissed plaintiff's claim of contributory or induced infringement of
the method-of-treatment patent for failure to state a claim.
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Cleveland Clinic Foundation v. True Health Diagnostics.
LLC, 859 F.3d 1352 (Fed. Cir. 2017)

« BX:
- REHFHEIIIIRILAFOA—E (HEEEH : myeloperoxidase (MPO) ) BEZR Z#1RAN
L. TORBRZR/IRB/ERE) RV LEEMTDFERICET 5 FHHA,
- BRERFAHBDOILIWIE, BREAZICEHTELDTHS, BIZAIX. MPOKIEZLE
RI D EZECHBRROT TO—LEBIRBEELMDERED ) XY ZHET 5
A% (“method of assessing a test subject’s risk of having atherosclerotic cardiovascular
disease, comprising comparing levels of [MPO]...”) Id. at 1356.

s SREAFHmDE=:

— ANAF LB R EFT M AR, HEDHFRATORILTZRES L. BEAE
[CRET ABREFFSHICOVWTOEFFEREZEE LENLFIEL-, S5ICZREE
ML, REDABELEICETIHFHOFTEERERVBFSIEEDERE. F KR
REHDEEHMNAT T4 (failure to state a claim) THAHZ EZERICEIT L=,
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Cleveland Clinic Foundation v. True Health
Diagnostics. LLC, 859 F.3d 1352 (Fed. Cir. 2017)

* Questions Presented (related to § 101):

— Whether the district court erred in deciding the 8§ 101 issue at the
motion to dismiss stage prior to claim construction.

— Whether the district court erred on the merits of its 8§ 101 analysis.

e Holding:
— Federal Circuit affirmed the district court on both issues.
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Cleveland Clinic Foundation v. True Health Diagnostics.
LLC, 859 F.3d 1352 (Fed. Cir. 2017)
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Cleveland Clinic Foundation v. True Health Diagnostics.
LLC, 859 F.3d 1352 (Fed. Cir. 2017)

e Rationale regarding the alleged procedural error:

The Federal Circuit found no procedural error in the district court’s
8101 rejection at the motion-to-dismiss stage prior to claim
construction, particularly given that Cleveland Clinic “provided no
proposed construction of any terms or proposed expert testimony
that would change the § 101 analysis.” Id. at 1360.

Sterne Kessler
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Cleveland Clinic Foundation v. True Health Diagnostics.
LLC, 859 F.3d 1352 (Fed. Cir. 2017)
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Id. at 1360.
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Cleveland Clinic Foundation v. True Health
Diagnostics. LLC, 859 F.3d 1352 (Fed. Cir. 2017)

e Rationale regarding the merits of the 8101 analysis:

In its Alice step one analysis, the Federal Circuit found that “the
method starts and ends with naturally occurring phenomena with no
meaningful non-routine steps in between—the presence of MPO In a
bodily sample is correlated to its relationship to cardiovascular
disease. The claims are therefore directed to a natural law.” Id. at

1361.
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Cleveland Clinic Foundation v. True Health
Diagnostics. LLC, 859 F.3d 1352 (Fed. Cir. 2017)

« MIRKIC K DKE

R EFE 101K DEMKEHIBDEEEICDINT

Alice T DELEREIZDULNT., CAFCIE TAREAZIZ. 2HRICHEESR
HEEMHLERATY TEaNdT i, ABARNDOMPOKREEETE
IRERBICEEM TS DTHY . TNIXEIE., #inBAERIC
EHDTWLWBEDTHD, £2T. INHDY L—LIFZBERELZME
Tont-tDTH5H, | £FIRLT=, Id at136l.
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Cleveland Clinic Found. v. True Health Diagnos. LLC,
859 F.3d 1352 (Fed. Cir. 2017)

e Rationale regarding the merits of the 8101 analysis:

In its Alice step-two analysis, the Federal Circuit stated that “the
testing patents here do not extend their discovery that MPO
correlates to cardiovascular risk to a patentable method. They
require only conventional MPO detection methods and compare
those values to predetermined or control values derived from
conventional statistical methods.” Id. at 1362.
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Cleveland Clinic Found. v. True Health Diagnos. LLC,
859 F.3d 1352 (Fed. Cir. 2017)

« MIFRIC K DK ERFFFEFI101IFDEMKEFIBOEEZEICDINT

Alice T D E2EEMEIZDULNT . CAFCIE TEREIZE (T 5 HER A LIRS
I 5L, MPONWEIRSBEERE )RV EBEET HENSIFERETIC
[FRAL7TEL, Ch o DFFEFEIX. /EEDMPO IRIAERD. FIEE
XIFEkDIET A EN OFHFEHIEMEZ LR T S EZERT HICHE
F5EDTHSH, 1 EHIBELT=, Id. at 1362.
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Berkheimer v. HP Inc.,
881 F.3d 1360 (Fed. Cir. 2018)




Berkheimer v. HP Inc.,
881 F.3d 1360 (Fed. Cir. 2018)

e Facts:
Patent relates to digitally processing and archiving files in a

digital asset management system.

» Posture:
On summary judgment, district court (N.D. Ill.) found certain
patent claims were invalid as ineligible under 101 and other

claims as invalid as indefinite.

Sterne Kessler
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Berkheimer v. HP Inc.,
881 F.3d 1360 (Fed. Cir. 2018)

« FEE:
KRB DFZREWFHFITORAINEEETEIVATLIZE TS 74
IDWEBRUVT7—h4 7T (EHEEREF) ICBETL2FHEATHD,

« FRE =
A1)/ AL ER X AR FIATIE., HMEDBRKFIRDBAILTZRR
L. BREEHFO—EDY L—LIZDODWVWTHREEHHFEEIOIEIZE S
THIFERMERELICKYED., S5I12HDI L—LALIZDWTAH
BEIC K V&L 7=,
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Berkheimer v. HP Inc.,
881 F.3d 1360 (Fed. Cir. 2018)

e Questions Presented:
— Whether the district court erred in treating claim 1 of the patent as
representative for the § 101 analysis.

— Whether the district court erred in finding the patent ineligible on the merits of
the 8 101 analysis.

e Holding:
— Federal Circuit (Moore, Taranto, Stoll) found that the patentee had not waived
his ability to argue eligible subject matter based on dependent claims.

— Agreed with the district court that the patent related to abstract ideas, but
remanded for consideration of the factual issues remaining related to the
inventive concept analysis under Alice step two.
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Berkheimer v. HP Inc.,
881 F.3d 1360 (Fed. Cir. 2018)

s KFIZHBITHFEA:
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o IR
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Berkheimer v. HP Inc.,
881 F.3d 1360 (Fed. Cir. 2018)

e Rationale regarding procedural issue:
The Federal Circuit found that claim 1 should not be
considered representative merely because it was the
iIndependent claim at issue, and found that patentee had not
waived his ability to raise eligibility arguments based on
dependent claims. Id. at 1365-66.
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Berkheimer v. HP Inc.,
881 F.3d 1360 (Fed. Cir. 2018)

c FFRICET SFIEOEARIZOINT
CAFClE. f=BIZHI I L—LTH =L WVWSEBRODH
H 2T L—L1EZRRIL—LELTKS ZEIFTELL
E L. T, HEFERITKE Y L—LIZDWWTHEFERTED
FEREMELTWLEWEHIBTL =, Id. at 1365-66.
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Berkheimer v. HP Inc.,
881 F.3d 1360 (Fed. Cir. 2018)

e Rationale regarding Alice step one:
The Federal Circuit concluded that the patent did relate to
abstract subject matter: “That the parser transforms data from
source to object code does not demonstrate non-abstractness
without evidence that this transformation improves computer
functionality in some way.” Id. at 1367.
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Berkheimer v. HP Inc.,
881 F.3d 1360 (Fed. Cir. 2018)

« #hFIZ K DAliceFIRELERE ST DOEEMIZDOINT
CAFCIE., TEXEBICE > TT—42%ZYV—XRO—FrhbA T
Uy ba—FRIZE#BRIERELTE, COTBEMNOY
Eoi—2—OREMEZFRE S 5FDIEMAZE R Y EHR
MEIEETDAEDICIFESEL, | EHIRL., REEFFIE
RMTATATICEETEZEDTHAHEHIBTLT=, Id. at 1367.
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Berkheimer v. HP Inc.,
881 F.3d 1360 (Fed. Cir. 2018)

« Rationale regarding Alice step two:
The Federal Circuit reversed and remanded back to the
district court for further proceedings on the logic that further
fact-finding was required: “Whether [dependent] claims 4-7
perform well-understood, routine, and conventional activities
to a skilled artisan is a genuine issue of material fact making
summary judgment inappropriate with respect to these
claims.” Id. at 1370.

Sterne Kessler
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Berkheimer v. HP Inc.,
881 F.3d 1360 (Fed. Cir. 2018)

« HERIZ K DAliceHIRF2ERFE D FTDEEMEIZDOINVT
CAFCIlE. T[¢RE]Y L—LA~THRHYEEHIZE>TERM.,

ki), MORSEEINTINLHHEE

tEEELTLSANESH

FEEZEEFE(CEHITHIEELFRATHY. oDy L—LAIC
DWTOBRIXHRIEIAEETHS] ELTHEOHRZIHE
L. BEH4SFEERTETTITHO>EIOELERELT=, Id. at 1370.
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Aatrix Software, Inc. v. Green Shades Software, Inc.
882 F.3d 1121 (Fed. Cir. 2018)
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Aatrix Software, Inc. v. Green Shades Software, Inc.

882 F.3d 1121 (Fed. Cir. 2018)

e Facts
Patents relate to systems and methods for designing, creating, and
Importing data into a viewable form on a computer so that a user can
manipulate the form data and create viewable forms and reports.

e Posture

— District court (M.D. Fla.) granted Defendant’s 12(b)(6) motion that the
claims were invalid under § 101.

— District court refused to permit Plaintiff to amend and re-file complaint.
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Aatrix Software, Inc. v. Green Shades Software, Inc. 882
F.3d 1121 (Fed. Cir. 2018)

« B
AKEEHFIE, V21— 49—V TT—2DBENFREE LB K5, 21—
H—M IO —L - T—2FREL. BEARELE I+ — LRV LR— FFEKET.
FME. RUA VIR— T B EZFRAREE T B URTLRUVAEICET H2RHAT
Hd.
s FiEHE =
- 70 A X EMEFIFTIE. HEDOEDRRERAE 1 25&0b)6)IZEDL
FRRAITORLILITZREL., REFHFDOY L—LHIKERHFESE 101 &I
KUENTHD EHIETL =,
- Fl, ERMBFERSICKIFROBERVBREZREAHGEVEFHIE L,
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Aatrix Software, Inc. v. Green Shades Software, Inc.
882 F.3d 1121 (Fed. Cir. 2018)

e Questions Presented:

— Did the district court err by holding the patents ineligible as directed to an intangible
embodiment?

— Did the district court abuse its discretion in denying patent owner's motion to amend complaint?
e Holding:

— Federal Circuit (Moore, Taranto, Reyna) held that patents were not directed to intangible
embodiments

— District Court abused its discretion by not to allowing plaintiff to amend and refile complaint.
 Concurrence/Dissent:

— Judge Reyna says majority (Moore, Taranto) is turning legal inquiry into factual inquiry.
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Aatrix Software, Inc. v. Green Shades Software, Inc. 882
F.3d 1121 (Fed. Cir. 2018)

o KYEREBDF R
- D LU—LINEEOERFIZFEIFT 5N TN &EZBAICHEFIFEREE L & FIRT L =& o RIBr 38#E%
AR
— BHEEICKAFIRBEDRITEROLEN > -ETMBOHIEIIHSEDOERICZE L. BED,
o FR
— CAFC (L—T7H|E, 235V MIZE, L4 FTHE) I, REFENEBOEREHIZAR T oN-H D TIEA
LEFIETL 7=,
- BHEEICKAFROBERVBIREZZED TN > ERMEFOHIIIEFOERTHS EHIBTLT-,
- HRER/RAER:

- LAFTHEFIRABERICEVNT, ZHER (L—T7HERUVEI Y MIE) NEREEEBMETHINER
I OREFHFEFINRDFREFTEMBICEEL TS LT D,
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Aatrix Software, Inc. v. Green Shades Software, Inc.
882 F.3d 1121 (Fed. Cir. 2018)

e Rationale for granting leave to amend.:

— While the ultimate determination of eligibility under § 101 is a question of law, like

many legal questions, there can be subsidiary fact questions which must be resolved
en route to the ultimate legal determination.

— The second step of the Alice test requires examining ‘the elements of the claim to
determine whether it contains an “inventive concept” sufficient to “transform” the
claimed abstract idea into a patent-eligible application.

— If the elements involve “well-understood, routine, and conventional activity previously
engaged in by researchers in the field, they do not constitute an “inventive concept.”

— Whether the claim elements or the claimed combination are well-understood, routine,
conventional is a question of fact. And in this case, that question cannot be answered
adversely to the patentee based on the sources properly considered on a motion to
dismiss, such as the complaint, the patent, and materials subject to judicial notice.
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Aatrix Software, Inc. v. Green Shades Software, Inc. 882
F.3d 1121 (Fed. Cir. 2018)
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Aatrix Software, Inc. v. Green Shades Software, Inc.
882 F.3d 1121 (Fed. Cir. 2018)

 Judge Reyna dissents:

— First, the majority opinion attempts to shift the character of the § 101 inquiry from a legal
guestion to a predominately factual inquiry. The risk of this approach is that it opens the door in
both steps of the Alice inquiry for the introduction of an inexhaustible array of extrinsic
evidence, such as prior art, publications, other patents, and expert opinion. 2 Similarly,

— Second, the posture of the case on appeal does not support the majority opinion. The motion to
dismiss on appeal only challenges the First Amended Complaint. There was no motion to
dismiss filed challenging the Second Amended Complaint. Therefore, the “new” allegations and
evidence 3 discussed by the majority were not raised before the district court. Thus, the part of
the majority opinion devoted to the Second Amended Complaint is dicta.

— The majority attempts to expand this court's law regarding patent eligibility under § 101 at the
Rule 12(b)(6) stage. This contradicts our case law that patent ineligibility under 8 101 is a
guestion of law, and that it can be appropriately decided on a motion to dismiss.
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Aatrix Software, Inc. v. Green Shades Software, Inc. 882
F.3d 1121 (Fed. Cir. 2018)
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En Banc Decisions for Berkheimer and Aatrix

* Majority Opinion (Moore et al.)

— Berkheimer and Aatrix stand for the unremarkable proposition that
whether a claim element or combination of elements would have been
well-understood, routine, and conventional to a skilled artisan in the
relevant field at a particular point in time is a question of fact.
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Berkheimer and Aatrix® CAFC K & 55 3R
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En Banc Decisions for Berkheimer and Aatrix

e Lourie’s concurrence

— | concur in the decision of the court not to rehear this § 101 case en
banc. Even if it was decided wrongly, which | doubt, it would not work
us out of the current § 101 dilemma. In fact, it digs the hole deeper by
further complicating the § 101 analysis. Resolution of patent-eligibility
Issues requires higher intervention, hopefully with ideas reflective of the
best thinking that can be brought to bear on the subject.
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Berkheimer and Aatrix® CAFC K & 55 3R
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Berkheimer and Aatrix® CAFC K & 55 3R

« Judge Reyna’s Dissent
— [J]ust as in claim construction and contract interpretation, looking
beyond the four corners of the patent should only occur in exceptional
circumstances. A factual allegation or dispute should not automatically
take the determination out of the court’s hands; rather, there needs to
be justification for why additional evidence must be considered —the
default being a legal determination.
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En Banc Decisions for Berkheimer and Aatrix
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Section 101 Takeaways?

— Going forward, it may be more difficult to win motions to dismiss asserting
101 as a ground of invalidity.
— Patent owners should consider
= whether to plead facts in your complaint
= whether to propose terms for construction at the outset

" not acquiescing in suggestions of representative claims
— Harder 12(b)(6) motions may give more settlement leverage to patentee.

— BUT: Losing parties in Berkheimer and Aatrix may seek Supreme Court
review.

Sterne Kessler

STERNE KESSLER GOLDSTEIN & FOX

73



KERFEFFEAFEI01KICEHEIT HHIBIDEE

— FEBIZIE, SRREI T ORI TORE T, FI0IEICE D ErERMEELICEK
UENTFRIIZBOONIZK K BEBEELAFEEINS,
- HFErEEA (READ AREFIRER
» SRRICEWNWTHMEEEZREET H5NED,
» EREADHARBEIZCENTO L—LBRIAVEL LS L—LXETIRETRED,
. 7I/ LR LGEEDTHASAEZTRBOLTWVES>ERTHIVLELNDH S,
~ ERREA T ORI THBOLONIZC L LGo=2&I2& Y., REBDPHAERRE T
MEETIIHFFEBICZVERNICESZENEZEZOND,
— LA L. Berkheimerk QAatrixBHICHEWTHER L -HEIX. XEFEEHEA
EETHUEEELH S,

Sterne Kessler 74

STERNE KESSLER GOLDSTEIN & FOX



Questions?
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BRILE

Sterne Kessler

EEEEEEEEEEEEEEEEEEEEEEEEEE

76



?ﬁankyou.




CEEHYNESTEVE
L7=.

® Sterne Kessler




