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NOTABLE COURT DECISIONS 

CANADA 

BELL HELICOPTER TEXTRON CANADA LIMITÉE V. EUROCOPTER1 

The trial judge’s findings in Eurocopter v. Bell Helicopter Textron Canada Limitée
2
 had attracted the 

interest of Canadian patent practitioners for some notable findings, including the application of the 

doctrine of sound prediction to a mechanical invention, and an award of punitive damages. The case also 

discussed infringement by a “functionally equivalent” product. 

In dismissing the appeal and cross-appeal, the Federal Court of Appeal (FCA) made a number of notable 

comments regarding sound prediction and utility, punitive damages, and infringement based on functional 

equivalence. 

SOUND PREDICTION 

In general, the utility of a claimed invention must be established as of the filing date of the application. 

This can be accomplished either by A) demonstrated utility (e.g. “I’ve tried it, and it works”), or B) a sound 

prediction of utility (e.g. “I haven’t done it yet, but I predict it will work because…”). 

A sound prediction of utility requires (1) a factual basis for the prediction; (2) an articulate and sound line 

of reasoning from which the desired result can be inferred from the factual basis; and (3) proper 

disclosure.
3
 

While typically applied in the pharmaceutical and chemical fields, the FCA “disagree[d] with Eurocopter’s 

submission that the doctrine of sound prediction cannot apply to the field of mechanical inventions.”
4
 

In this case, the broadest claim of the patent recited helicopter landing gear with a number of 

characteristics, including an “integrated front cross piece, offset in relation to [the front of the skids]”. 

Some dependent claims recited landing gear with the cross piece offset forwards, and other dependent 

claims recited landing gear with the cross piece offset rearwards. 

At trial, the defendant argued that the patent was invalid for lack of utility and overbreadth on the basis 

that the patent “promised” a helicopter landing gear having certain useful advantages over then-

conventional helicopter landing gear.  The advantages found by the trial judge to be promises were 

reduced acceleration factors upon landing, improved frequency adaptation with respect to “ground 

resonance” (which may eliminate the need for mechanical anti-ground resonance systems), and reduced 

landing gear weight.  The defendant argued that the claims covered embodiments that did not have this 

promised utility. Specifically, the defendant argued that the patentee had not demonstrated that all of the 

landing gear configurations covered by the claims provided the promised utility, and that the patentee 

could not rely on a sound prediction that all of the landing gear configurations covered by the claims 

provided the promised utility. 

                                                      
1
 2013 FCA 219 [Eurocopter FCA]. 

2
 2012 FC 113 [Eurocopter FC]. 

3
 Apotex Inc. v. Wellcome Foundation Ltd., [2002] 4 S.C.R. 153 at 186. 

4
 Eurocopter FCA at para. 146. 
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The trial judge rejected the patentee’s argument that the utility of the patent was simply to provide a 

working landing gear.  The judge found that, as of the Canadian filing date, the patentee had “made and 

tested” a landing gear with the cross piece offset forwards, and that this forward offset landing gear 

provided the utility promised by the patent (discussed above). Thus, the patentee had demonstrated the 

promised utility for a landing gear with the cross piece offset forwards, and claims directed to such 

landing gear were valid. 

With respect to landing gear with the cross piece offset rearwards, the judge found no evidence that the 

patentee had made or tested such a configuration as of the Canadian filing date. The judge also 

concluded that the inventors did not have sufficient data to support a sound prediction that landing gear 

with the cross piece offset rearwards would provide any ground resonance advantage (a component of 

the promised utility), and in any event that the patent did not describe a line of reasoning to that effect. 

Thus, claims covering landing gear with the cross piece offset rearwards were held invalid. 

On appeal, the defendant argued that the claims directed to landing gear with the cross piece offset 

forwards were invalid for the reason that the patentee had not demonstrated that all forward inclinations 

would provide the promised utility. The FCA rejected this argument, relying on the trial judge’s finding that 

“once a skilled person had chosen a design where the front cross piece is offset forwards, he would have 

no difficulty choosing which inclination will provide the best result, depending on the general design and 

weight of the structure of the helicopter.”
5
 

The patentee appealed the finding of invalidity for the claims to landing gear with the cross piece offset 

rearwards on a number of grounds, including: i) that the doctrine of sound prediction does not apply to 

mechanical inventions, and ii) that in any event, the utility had been soundly predicted through 

mathematical calculations and a sound line of reasoning. As noted above, the FCA disagreed and held 

that sound prediction is applicable to mechanical inventions. The FCA also held that the patent did not 

disclose a sound line or reasoning that a landing gear with the cross piece offset rearwards would provide 

one of the promised advantages. 

The FCA also made two noteworthy comments on the doctrine of sound prediction. First, the Court 

indicated that a “contextual approach” is appropriate when assessing whether the requirements for a 

sound prediction have been met for a given invention: 

“[T]he factual basis, the line of reasoning and the level of disclosure required by the doctrine of 

sound prediction are to be assessed as a function of the knowledge that the skilled person would 

have to base that prediction on, and as a function of what that skilled person would understand as 

a logical line of reasoning leading to the utility of the invention.”
6
 

Thus, the Court suggested that where the sound prediction is based on common general knowledge in 

the field, and where the line of reasoning would be apparent to a skilled person – as “is often the case in 

mechanical inventions” - “the requirements of disclosure may readily be met by simply describing the 

invention in sufficient detail such that it can be practiced.”
7
 In other words, an enabling disclosure of the 

invention may be sufficient in certain cases to satisfy the requirement for a sound prediction of utility. 

Second, the Court appeared to be open to the theory that for certain inventions, a prediction of utility may 

be sufficient to demonstrate utility: 

                                                      
5
 Ibid. at para. 137. 

6
 Ibid. at para. 152. 

7
 Ibid. at para. 155. 
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“It seems to me that calculations and mathematical modeling are, by their very essence, a 

prediction of a given utility. I however recognize that there may be situations where a 

mathematical prediction of utility may be equivalent to a demonstration of utility, depending on the 

nature of the technology being mathematically modeled and the degree of reliability which experts 

would afford to such models for such purposes. I need not however address this issue in this 

case.”
8
 

PUNITIVE DAMAGES 

Punitive damage awards in Canadian patent cases are rare. The Federal Court decision to award punitive 

damages was particularly noteworthy in view of the finding that the defendant never actually sold the 

configuration of landing gear that was found to infringe.
9
 

For example, in the case cited by the trial judge in support of an award of punitive damages in a patent 

infringement case, Lubrizol Corp v Imperial Oil Ltd, the FCA held that “[W]here there is a patent 

infringement and a wilful breach of injunction following that, the Court in a civil case may by an award of 

punitive damages punish that conduct in the context of the patent infringement action.”
10

 Also, in this 

case, the FCA noted that it would be difficult to uphold a punitive damages award “where the infringer did 

not know of the existence of the patent or reasonably held that the patent was invalid”.
11

 

But after referring to the trial judge’s findings regarding the defendant’s conduct, his credibility concerns 

with certain testimony from senior officials of the defendant, and his characterization of defendant’s 

conduct as “… a case of wilful blindness or intentional and planned misappropriation of the claimed 

invention”, the FCA upheld the award of punitive damages, finding as follows: 

“Moreover, it simply defies belief that a large and sophisticated corporation such as Bell 

Helicopter would not verify intellectual property rights prior to embarking, as it did, on a research 

program directly involving the study of the landing gear of a leased EC120 helicopter. At the very 

least, this would be willful blindness.”
12

 

and later added: 

“Where a person infringes a patent which it knows to be valid, appropriates the invention as its 

own, and markets it as its own knowing this to be untrue, punitive damages may be awarded 

when an accounting for profits or compensatory damages would be inadequate to achieve the 

objectives of retribution, deterrence and denunciation of such conduct. Indeed, such conduct 

departs to a marked degree from ordinary standards of decent behaviour. It must be denounced 

in a manner that deters similar misconduct in the future and marks the community’s collective 

condemnation”
13

 

In awarding punitive damages in this case, the FCA appears to have imposed a heightened  standard on 

a large and sophisticated corporation (Bell Helicopter) to verify third party intellectual property rights when 

it attempts to reverse engineer products made or sold by its competitor (the patentee Eurocopter). It 

                                                      
8
 Ibid. at para. 148. 

9
 The “Production gear” sold to customers was found not to infringe any valid claim of the patent. The 21 

“Legacy gear” units made (but not sold) were found to infringe. 
10

 Lubrizol Corp. v. Imperial Oil Ltd., [1996] 3 FCR 40, 67 C.P.R. (3d) 1 at 21, emphasis added. 
11

 Eurocopter FCA at para. 185. 
12

 Ibid. at para. 190, emphasis added. 
13

 Ibid. at para. 192, emphasis added. 



4 
 

remains to be seen whether the punitive damage award in this case was influenced by the inability of the 

court to award significant ordinary damages, or whether it signals a greater willingness by Canadian 

courts to award punitive damages in patent infringement suits. 

As discussed above, based on the facts of this case, the patentee was unlikely to recover more than 

minimal ordinary damages: 

“Considering the evidence presently on record, chances are that, in any case, an award of 

ordinary damages – which, as submitted by Bell, will be minimal if Eurocopter is unable to prove 

any losses of sales and causation as a result of the infringement – will simply not be enough to 

achieve the goal of punishment and deterrence.”
14

 

In this respect, as noted above the defendant did not actually sell an infringing product. Also, the trial 

judge held – and the FCA accepted – that this was not a case where an accounting of profits would be 

appropriate. 

FUNCTIONAL EQUIVALENCE IS NOT A VALID BASIS FOR A FINDING OF 

INFRINGEMENT 

Finally, the patentee had argued that patent infringement may be found where an alleged infringer had 

omitted or changed an essential element of the claims. The patentee took the position that “the invention 

should be considered and compared, for infringement purposes, from the perspective of its functional 

equivalence with other landing gears, such as [the defendant’s] landing gear.”
15

 

This argument was summarily dismissed as an error of law. In Canada, claims are purposively construed 

to identify what the inventor considered to be the “essential” elements of the invention, while 

distinguishing what is non-essential.
16

 There is no resort to functional equivalence: 

“[T]he ingenuity of the patent lies not in the identification of a desirable result but in teaching one 

particular means to achieve it. The claims cannot be stretched to allow the patentee to 

monopolize anything that achieves the desirable result. It is not legitimate, for example, to obtain 

a patent for a particular method to grow hair on bald men and thereafter claim that anything that 

grows hair on bald men infringes.”
17

 

                                                      
14

 Eurocopter FC at para. 455. 
15

 Ibid. at 95. 
16

 See e.g. Eurocopter FCA at para. 85, citing Free World Trust v. Électro Santé Inc., 2000 SCC 66 at 
para 55 (“For an element to be considered non-essential and thus substitutable, it must be shown either 
(a) that on a purposive construction of the words of the claim it was clearly not intended to be essential, or 
(b) that at the date of publication of the patent, the skilled person would have appreciated that a particular 
element could be substituted without affecting the working of the invention, i.e. had the skilled person at 
that time been told of both the element specified in the claim and the variant, and asked whether the 
variant would obviously work in the same way (meaning that the variant would perform substantially the 
same function in substantially the same way to obtain substantially the same result), the answer would be 
yes”). 
17

 Free World Trust v. Électro Santé Inc, 2000 SCC 66 at 32. 
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POST-AMAZON FCA COMMISSIONER’S DECISIONS RE S.2 

One way to assess how the Canadian Intellectual Property Office (CIPO) is analyzing questions of 

compliance with Section 2 (i.e. statutory subject matter) after Amazon FCA
18

 is to review how it is being 

applied by the Patent Appeal Board (PAB) in its review of applications that have been rejected by an 

Examiner in a “Final Action”. The PAB’s decisions are customarily adopted by the Commissioner of 

Patents as his (or her) decision to grant (or deny) the application. 

The following table summarizes the Commissioner’s decisions (that the authors are aware of) that have 

specifically referenced Amazon FCA when considering whether the claimed subject matter was compliant 

with Section 2 of the Patent Act: 

Decision 
No. 

Summary of Claimed Invention Compliant with Section 
2? 

Application 
allowed? 

CD1332 A system for updating navigation systems 
installed in vehicles, including computerized 
“local repositories” that provide updated 
navigation data and to in-vehicle navigation 
systems. 

Yes (claims comprise "a 
number of essential 
elements in a novel 
combination", and the 
computer limitations of the 
elements are essential) 

No (Claims 
obvious) 

CD1334 A system for tracking the required payments 
or refunds of Value Added Tax (VAT) for 
mailpieces. Mailpieces are physically labeled 
with certain data by the person mailing it, and 
this data is also sent to a data centre. The 
post office also provides data to the data 
centre when the mail is actually delivered. A 
computer at the data centre can figure out if 
the VAT was over or under paid. 

Yes (the invention is 
actually a mail monitoring 
system, which is a new 
machine) 

Yes (subject to 
amendments) 

CD1336 A method for communicating data to a user 
about i) how their vehicle was operated (this 
data being gathered by electronics on-board 
the vehicle) and ii) how this data affects their 
driver’s insurance premium. 

Yes (essential feature of 
"monitoring the operating 
characteristics" 
comprising technical 
features and physical 
steps) 

No (Claims 
obvious) 

CD1337 A system and method for “selectively” adding 
funds from a remote computer to postage 
meters that are part of an inserter system (a 
group of devices that cooperate to produce 
mass-mailings – e.g. utility invoices), where 
there are a number of inserter systems, each 
inserter system having a postage meter. 

Yes (method steps utilize 
technology, and are 
sequenced to achieve the 
practical result of 
selectively interacting 
with, and replenishing, 
postage meters from a 
central computer) 

No (Claims 
obvious) 

CD1338 A method for standardizing BORs (bills of 
resources, e.g. lists of parts necessary for 
assembling an item) by building models of 
example BORs, mathematically manipulating 
the models to highlight similarities and 
differences between the models, and 
producing a standard BOR based on the 
results of the mathematical manipulation. 

No (Computer 
implementation not an 
essential feature of 
claimed methods; 
calculations could be 
done – albeit slowly – by 
a human) 

No (Not statutory 
subject matter) 

                                                      
18

 Canada (Attorney General) v. Amazon.com, Inc., 2011 FCA 328. 
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Decision 
No. 

Summary of Claimed Invention Compliant with Section 
2? 

Application 
allowed? 

CD1339 Fraud detection for credit card transactions, 
using a neural network model to “learn” 
relationships from existing transaction data, 
and using the model to predict whether a new 
transaction is fraudulent. The neural network 
models can learn from a much larger number 
of variables than the much simpler models 
previously used to predict credit card fraud. 

No (Computer 
implementation not an 
essential element of 
claimed methods; 
computer and 
computerized 
components not essential 
to the claimed systems) 

No (Not statutory 
subject matter) 

CD1341 System and method for distributed content 
electronic commerce. Basically, e-commerce 
functionality is split over multiple servers. By 
separating transaction functionality from 
detailed merchant content over separate 
servers, merchants and providers can each 
dedicate themselves to offering services 
within their areas of expertise. 

Yes (having servers in 
communication over a 
network is essential to the 
invention) 

No (Claims 
obvious) 

CD1345 Methods for classification of somatic 
embryos. The method involves using a 
scanning device to acquire raw image data 
for a number of reference samples, using a 
computer to analyzing the raw data and 
develop a classification model, using the 
scanning device to acquire image data about 
an unknown sample, and using the computer 
to classify the unknown sample based on the 
developed classification model. 

Yes (claims include a 
number of physical 
essential elements – 
digital scanning, physical 
data acquisition – that 
cannot be substituted or 
omitted without affecting 
the working of the 
invention) 

Yes 

CD1346 Method for playing a card game on an 
electronic video poker machine. The method 
involved “duplicating” certain cards selected 
by a user, so that the user could then 
concurrently play a number of hands of poker 
with only the single hold/discard decision. 

No (electronic 
components of method 
claims are non-essential; 
machine and manufacture 
claims ‘purposively 
construed’ to be claims to 
a method) 

No (Not statutory 
subject matter) 

CD1349 Systems and methods for gathering data 
about how a vehicle is being operated using 
sensors on-board the vehicle, and using a 
computer to calculate a discount (or 
surcharge) to the insurance premium for the 
vehicle. 

Yes (monitoring the 
vehicle operating 
characteristics and 
communicating the data 
to the central facility are 
essential features which 
are material to the 
working of the invention) 

No (Claims 
obvious) 

CD1355 A computer-implemented method for 
implementing an auction protocol. The 
auction protocol is described as being 
applicable to fast-paced auctions (e.g. fixed-
income securities trading) where small delays 
between deciding to act and acting can cause 
buyers to accept bids that have changed in 
the interim. The claimed methods provide a 
“second look” state to allow a bidder an 
additional time window to modify a 
transaction. 

No (none of the computer 
components or computer 
implementations of the 
invention are essential to 
the actual invention) 

No (Not statutory 
subject matter) 
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Given the fact-specific nature of the Section 2 inquiry, it is hard to draw any firm conclusions from this 

relatively small sample size. However, there do appear to be a number of trends worth mentioning. 

First, claims with explicit or inherent ‘physicality’ in an essential data gathering step appear to be viewed 

by the CIPO as being compliant with section 2. For example, in Decision 1336, the (implicit) presence of 

an electronic monitoring device in the vehicle appeared to support the finding of patentable subject 

matter. Also, in Decision 1345, the scanning devices used to record the data (characterized by the PAB 

as “physical digital data acquisition and capture”) were considered essential elements. Also, in Decision 

1341, the separate servers and network communication between them were found essential to the 

invention. 

Second, claims where a computer performs calculations that could (at least in theory) be performed by a 

human are at risk of being found ineligible under Section 2, even if it would be impractical and/or 

impossible for a human to perform the calculations fast enough for the method to have any practical 

value. For example, it is questionable as to whether a human could perform the required calculations for 

the neural network modelling in Decision 1339 in their lifetime, let alone fast enough to actually prevent 

fraud. Also, in Decision 1355, the PAB took the position that the auction rules could be conducted 

mentally/verbally (i.e. without a computer) “[a]lthough the process is likely slower and less convenient.” 

 

UNITED STATES 

ALICE CORP. PTY. LTD. V. CLS BANK INT’L ET AL.19 

In Alice, the U.S. Supreme Court clarified that the framework set out in Mayo
20

 (a case directed to the ‘law 

of nature’ exception) for determining patentable subject-matter eligibility under § 101 applies to all three 

‘categories’ of the “implicit exception” from § 101. These categories are: laws of nature, natural 

phenomena, and abstract ideas.
21

 

Under this Mayo test, the first step is to determine if the claims at issue are directed to a patent-ineligible 

concept (i.e. law of nature, natural phenomena, or abstract idea). If the answer is no, then the claims are 

directed to statutory subject matter. If the answer is yes, then the test moves to a second step to 

“examine 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.” 

The patent at issue in the decision was directed to a scheme for mitigating “settlement risk,” i.e. the risk 

that only one party to an agreed-upon financial exchange will satisfy its obligation.
22

 According to the 

claims, “shadow” credit and debit records for each party are maintained by a third party independent of 

credit and debit records held by the exchange institutions. After obtaining a “start-of-day” balance for each 

shadow debit and credit record, as the third party adjusts these “shadow” records for each party 

throughout the day, only “allowing” transactions where the updated shadow records indicate each party 

has sufficient resources to cover their respective obligations. At the “end-of-day”, the third party instructs 

the financial exchanges to carry out the “permitted” transactions in accordance with the shadow records.  

                                                      
19

 134 S. Ct. 2347, 573 U.S. __, Slip Op. 13-298 (2014) [Alice]. 
20

 Mayo Collaborative Services v. Prometheus Laboratories, Inc., 132 S.Ct. 1289 (2012) [Mayo]. 
21

 Assoc. for Molecular Pathology v. Myriad Genetics, Inc., 133 S. Ct. 2107 (2013) [Myriad]. 
22

 Alice at 2. 
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Applying the Mayo test to the claims at issue, the Supreme Court found that the claims are patent 

ineligible under §101. In doing so, the Court characterized the claimed invention as follows: 

“In sum, the patents in suit claim (1) the foregoing method for exchanging obligations (the method 

claims), (2) a computer system configured to carry out the method for exchanging obligations (the 

system claims), and (3) a computer-readable medium containing program code for performing the 

method of exchanging obligations (the media claims). All of the claims are implemented using a 

computer; the system and media claims expressly recite a computer, and the parties have 

stipulated that the method claims require a computer as well.” 

Based on this characterization of the claimed subject matter, under the first part of the analysis the Court 

held that the claims were “drawn to the abstract idea of intermediated settlement”. This finding was 

supported principally by analogy to the claims in Bilski
23

: 

“It follows from our prior cases, and Bilski in particular, that the claims at issue here are directed 

to an abstract idea. 

… 

On their face, the claims before us are drawn to the concept of intermediated settlement, i.e., the 

use of a third party to mitigate settlement risk. Like the risk hedging in Bilski, the concept of 

intermediated settlement is “‘a fundamental economic practice long prevalent in our system of 

commerce.’” … Thus, intermediated settlement, like hedging, is an “abstract idea” beyond the 

scope of §101. 

… 

In any event, we need not labor to delimit the precise contours of the “abstract ideas” category in 

this case. It is enough to recognize that there is no meaningful distinction between the concept of 

risk hedging in Bilski and the concept of intermediated settlement at issue here. Both are squarely 

within the realm of “abstract ideas” as we have used that term.” 

While the Court declined to “delimit the precise contours” of when a patent claim is directed to an 

“abstract idea”, examples of patent-ineligible abstract ideas mentioned in the judgement include: 

 an algorithm for converting binary coded decimal numerals into pure binary form; 

 a mathematical formula for computing “alarm limits” in a catalytic conversion process; 

 the concept of hedging risk (at least at the level of abstraction in the claims in Bilski); 

o e.g. “a fundamental economic practice long prevalent in our system of commerce”. 

Turning to the second part of the analysis, the Court held that the elements of the claim did not transform 

the claimed abstract idea into a patent-eligible invention: 

“[T]he relevant question is whether the claims here do more than simply instruct the practitioner to 

implement the abstract idea of intermediated settlement on a generic computer. They do not. 

… 

Viewed as a whole, petitioner’s method claims simply recite the concept of intermediated 

settlement as performed by a generic computer. [T]he claims at issue amount to “nothing 

significantly more” than an instruction to apply the abstract idea of intermediated settlement using 

                                                      
23

 Bilski v. Kappos, 561 U.S. 593 (2010) [Bilski] (The Court in Alice characterized the claims at issue in 
Bilski as describing “a method for hedging against the financial risk of price fluctuations”.) 
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some unspecified, generic computer. Under our precedents, that is not “enough” to transform an 

abstract idea into a patent-eligible invention.” (emphasis in original) 

As to the question of what is “enough” to “transform” an otherwise abstract idea to a patent-eligible claim, 

no specific test or rule was provided.
24

 However, the judgement included some guidance on this issue, 

which is summarized below: 

 A generic computer implementation of a method is not enough; 

o “simply implementing a mathematical principle on a physical machine, namely a 

computer, [i]s not a patentable application of that principle”; 

o “the prohibition against patenting abstract ideas cannot be circumvented by attempting to 

limit the use of[the idea] to a particular technological environment” 

 Use of a “well-known” mathematical equation in a process designed to solve a technological 

problem in “conventional industry practice” is enough; 

o “claims in Diehr were patent eligible because they improved an existing technological 

process, not because they were implemented on a computer” 

 Computer-implemented method claims that improve the functioning of the computer itself may be 

enough; 

 Claims that effect an improvement in any other technology or technical field may be enough; 

Having found the claims directed to an abstract idea, and lacking “enough” to be transformed into a 

patent-eligible invention, the claims were found patent ineligible under § 101. 

Finally, in a one-paragraph concurring opinion, Sotomayor J., Ginsburg J, and Breyer J. appeared to 

support a categorical “business method” exclusion, but also agreed that the claims were directed to an 

abstract idea: 

“I adhere to the view that any “claim that merely describes a method of doing business does not 

qualify as a ‘process’ under §101.” Bilski v. Kappos, 561 U. S. 593, 614 (2010) (Stevens, J., 

concurring in judgment); see also In re Bilski, 545 F. 3d 943, 972 (CA Fed. 2008) (Dyk, J., 

concurring) (“There is no suggestion in any of th[e] early [English] consideration of process 

patents that processes for organizing human activity were or ever had been patentable”). As in 

Bilski, however, I further believe that the method claims at issue are drawn to an abstract idea.” 

While the ultimate result in this case was perhaps unsurprising, given the similarity to the claims rejected 

under § 101 in Bilski, the Court’s language with respect to the second part of the analysis is particularly 

noteworthy for computer-implemented inventions: 

“These cases [Mayo, Flook, Benson, and Diehr] demonstrate that the mere recitation of a generic 

computer cannot transform a patent-ineligible abstract idea into a patent-eligible invention. 

Stating an abstract idea “while adding the words ‘apply it’” is not enough for patent eligibility. 

[Mayo]. Nor is limiting the use of an abstract idea “‘to a particular technological environment.’” 

[Bilski]. Stating an abstract idea while adding the words “apply it with a computer” simply 

                                                      
24

 See e.g. McRO (Planet Blue) v. Activision Blizzard, et al. (C.D. Cal. 2014) (“So, the two-step test may 
be more like a one step test evocative of Justice Stewart’s most famous phrase. See Jacobellis v. State 
of Ohio, 378 U.S. 184, 197 (1964) (Stewart, J. concurring) (“I shall not today attempt further to define the 
kinds of material I understand to be embraced within that shorthand description; and perhaps I could 
never succeed in intelligibly doing so. But I know it when I see it . . . .”); cf. Alice, 134 S.Ct. at 2357 (“In 
any event, we need not labor to delimit the precise contours of the ‘abstract ideas’ category in this 
case.”)”). 
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combines those two steps, with the same deficient result. Thus, if a patent’s recitation of a 

computer amounts to a mere instruction to “implemen[t]” an abstract idea “on . . . a computer,” 

[Mayo], that addition cannot impart patent eligibility.” 

Also noteworthy is the Court’s holding that the recitation of a physical computer (i.e. a “machine” in the 

language of § 101) does not necessarily lead to the conclusion that the claim is not directed to an abstract 

idea: 

“The fact that a computer “necessarily exist[s] in the physical, rather than purely conceptual, 

realm, [is] beside the point. There is no dispute that a computer is a tangible system (in §101 

terms, a “machine”), or that many computer-implemented claims are formally addressed to 

patent-eligible subject matter. But if that were the end of the §101 inquiry, an applicant could 

claim any principle of the physical or social sciences by reciting a computer system configured to 

implement the relevant concept.” 

- and - 

“As to its system claims, petitioner emphasizes that those claims recite “specific hardware” 

configured to perform “specific computerized functions.” But what petitioner characterizes as 

specific hardware—a “data processing system” with a “communications controller” and “data 

storage unit,” for example —is purely functional and generic. Nearly every computer will include a 

“communications controller” and “data storage unit” capable of performing the basic calculation, 

storage, and transmission functions required by the method claims. As a result, none of the 

hardware recited by the system claims “offers a meaningful limitation beyond generally linking 

‘the use of the [method] to a particular technological environment,’ that is, implementation via 

computers.”  

Put another way, the system claims are no different from the method claims in substance. The 

method claims recite the abstract idea implemented on a generic computer; the system claims 

recite a handful of generic computer components configured to implement the same idea.” 

Finally, it is worth mentioning that at the outset, the Court recognized that the “exception” of abstract 

ideas from § 101 is potentially problematic: 

“At the same time, we tread carefully in construing this exclusionary principle lest it swallow all of 

patent law. Mayo, 566 U. S., at ___ (slip op., at 2). At some level, “all inventions … embody, use, 

reflect, rest upon, or apply laws of nature, natural phenomena, or abstract ideas.” Id., at ___ (slip 

op., at 2). Thus, an invention is not rendered ineligible for patent simply because it involves an 

abstract concept.” 

It remains to be seen how many patents, and particularly those directed to computer-implemented 

inventions, will be “swallowed” by Alice. 
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POST-ALICE CASES AND DEVELOPMENTS 

DIGITECH IMAGE TECHNOLOGIES V. ELECTRONICS FOR IMAGING, INC.25 

In one of the first cases to apply the new Alice guidance for determining subject matter eligibility under § 

101, the U.S. Court of Appeals for the Federal Circuit (CAFC) affirmed a District Court decision that the 

claims in Digitech’s patent directed to a device profile in a digital imaging processing system were invalid 

under § 101.  

The claims in this case were directed to digital image processing. It was a known issue that digital capture 

devices (e.g. a camera) and digital output devices (e.g. a printer) will impose device-specific distortions on 

digital image data. According to the patent, appending a “device profile” (i.e. information about the 

capture device used to record the image) to digital image files could be used to provide a device 

independent solution. 

Some of the asserted claims were directed to “a device profile”, which was data about how a particular 

device distorted colour and spatial information. Digitech took the position that the claimed device profiles 

were tangible objects, as “an integral part of the design and calibration of a process or device within a 

digital image processing system”.  

The CAFC upheld the rejection of these “device profile” claims without reference to Alice, finding the 

device profile, as claimed, “is a collection of intangible colour and spatial information”, and that “[d]ata in 

its ethereal, non-physical form is simply information that does not fall under any categories of eligible 

subject-matter under section 101.” 

Other claims in the patent were directed to a method of generating a device profile. The CAFC agreed 

that these claims describe a process (and thus fall the statutory ambit of § 101, as a “process, machine, 

manufacture, or composition of matter”), but noted that claims falling within the eligible categories set out 

in § 101 “may nevertheless be ineligible if they encompass the laws of nature, physical phenomena, or 

abstract ideas”. 

In this respect, the CAFC characterized the claimed method as “a process of organizing information 

through mathematical correlations and is not tied to a specific structure or machine”, and thus considered 

the method to claim an abstract idea: 

“The above claim recites a process of taking two data sets and combining them into a single data 

set, the device profile … The above claim thus recites an ineligible abstract process of gathering 

and combining data that does not require input from a physical device. As discussed above, the 

two data sets and the resulting device profile are ineligible subject-matter. Without additional 

limitations, a process that employs mathematical algorithms to manipulate existing information to 

generate additional information is not patent eligible.”  

The CAFC also disagreed with Digitech’s claim that the method was tied to an image processor, but 

indicated that even if that had been the case, it would not have changed the result: 

“The method claimed in the ’415 patent is thus “so abstract and sweeping” as to cover any and all 

uses of a device profile. We therefore need not decide whether tying the method to an image 

                                                      
25

 Digitech Image v. Electronics for Imaging (Fed. Cir. 2014). 
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processor would lead us to conclude that the claims are directed to patent eligible subject matter 

in accordance with the Supreme Court’s Mayo test. Alice Corp., 573 U.S. ___, slip op. at 11.”
26

 

BUYSAFE, INC. V. GOOGLE, INC.27 

In another decision upholding a District Court’s finding of patent invalidity based on non-compliance with 

the statutory subject-matter requirements of § 101, the CAFC concluded that “with the approach to this 

kind of section 101 issue clarified by Alice, it is a straightforward matter to conclude that the claims in this 

case are invalid.” 

The CAFC summarized the broadest method claim as “a method in which (1) a computer operated by the 

provider of a safe transaction service receives a request for a performance guarantee for an “online 

commercial transaction”; (2) the computer processes the request by underwriting the requesting party in 

order to provide the transaction guarantee service; and (3) the computer offers, via a “computer network,” 

a transaction guaranty that binds to the transaction upon the closing of the transaction.” 

In the discussion, the CAFC set out a number of principles and tests regarding subject-matter that had 

been commented on recently by the Federal Circuit and the Supreme Court. However, the application of 

those principles to the case at hand was brief: 

“Given the new Supreme Court authority in this delicate area, and the simplicity of the present 

case under that authority, there is no need to parse our own precedents here. The claims in this 

case do not push or even test the boundaries of the Supreme Court precedents under section 

101.” 

Regarding the first part of the Alice framework, the CAFC had no trouble concluding the claims were 

directed to an abstract idea: 

“The claims are squarely about creating a contractual relationship – a “transaction performance 

guaranty” – that is beyond question of ancient lineage. See Willis D. Morgan, The History and 

Economics of Suretyship, 12 Cornell L.Q. 153 (1927). The dependant claims narrowing to 

particular types of such relationships, themselves familiar, does not change the analysis. This 

kind of narrowing of such long-familiar commercial transactions does not make the idea non-

abstract for section 101 purposes. See Mayo, 132 S. Ct. at 1301.The claims are thus directed to 

an abstract idea.” 

With the claims thus deemed directed to an abstract idea, the CAFC did not find “enough” in the second 

part of the analysis to find the claims patent-eligible.  

“The claims’ invocation of computers adds no inventive concept. The computer functionality is 

generic—indeed, quite limited: a computer receives a request for a guarantee and transmits an 

offer of guarantee in return. There is no further detail. That a computer receives and sends the 

information over a network—with no further specification—is not even arguably inventive. … And 

it likewise cannot be enough that the transactions being guaranteed are themselves online 

transactions. At best, that narrowing is an “attempt[] to limit the use” of the abstract guarantee 

idea “to a particular technological environment,” which has long been held insufficient to save a 

claim in this context.” 

                                                      
26

 Internal citations omitted. 
27

 buySAFE, Inc. v. Google, Inc., (Fed. Cir. 2014). 
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PLANET BINGO V. VKGS28 

In another decision that the CAFC characterized as “a straightforward application of the Supreme Court’s 

recent holding in Alice”, the Court affirmed a District Court’s grant of summary judgment of invalidity, 

based on the asserted patents not claiming patentable subject-matter under § 101. 

The CAFC agreed with the District Court’s conclusion that the claimed methods for managing a bingo 

game “consist[] solely of mental steps which can be carried out by a human using a pen and paper”, and 

also noted that “like the claims at issue in Benson
29

, not only can these steps be “carried out in existing 

computers long in use” but they can also be “done mentally”. 

The patentee had argued that the claimed computer program, in real word use, handles “literally 

thousands, if not millions of preselected Bingo numbers”, making it impossible for the invention to be 

carried out manually. However, the Federal Circuit took the position that the claims do not require as 

much. At most, the claims require “two sets of bingo numbers,” “a player,” and “a manager”. 

Notably, the Court clarified that they did not need to, and did not, “address whether a claimed invention 

requiring many transactions might tip the scales of patent eligibility.” 

In addition, the characterization of the claims as consisting “solely of mental steps”, the CAFC held that 

the claims “are similar to the claims at issue in Bilski and Alice. For example, the claims here recite 

methods and systems for “managing a game of Bingo”. This is similar to the kind of “organizing human 

activity” at issue in Alice. The CAFC also characterized the claims as being directed to the abstract idea 

of “solving a tampering problem and also minimizing other security risks during Bingo ticket purchases”, 

and found this to be similar to the patent-ineligible abstract ideas of “risk hedging” during “consumer 

transactions” (Bilski), and “mitigating settlement risk” in “financial transactions” (Alice). 

Having found the claims directed to an abstract idea, the claims were not saved in the second step of the 

Alice test, as “[i]n this case, the claims recite a generic computer implementation of the covered abstract 

idea”. 

WALKER DIGITAL, LLC V. GOOGLE, INC.30 

In this case, the U.S. District Court for the district of Delaware granted Google’s motion for summary 

judgement of invalidity due to lack of patentable subject matter in the asserted patents. 

In what is perhaps indicative of a seemingly increasing tendency to import elements of what was 

traditionally a novelty analysis into the validity analysis under § 101, the District Court appeared to 

support its conclusion that the claims were directed to an abstract idea on the basis that i) “all of [the 

method steps] could be performed (and have been performed) by human beings interacting with one 

another prior to the filing of the '270 patent”; that ii) “all the steps of the '270 patent are routine and 

[conventional]
31

”; and that iii) the claims were directed to “mental processes”. It is interesting to note that 

the language of points i) and ii) seems more relevant to a novelty type validity analysis than a statutory 

subject matter analysis. 

                                                      
28

 Planet Bingo, LLC v. VKGS, LLC., (Fed. Cir. 2014) 
29

 Gottschalk v. Benson, 409 U.S. 63, 67 (1972). 
30

 Walker Digital, LLC v. Google, Inc., (D. Del. September 2014). 
31

 The judgement reads “…routine and unconventional”, but this is presumed to be a typographical error. 
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Also notable was the District Court’s apparent reliance of Google’s hypothetical of the steps of the 

claimed method being performed by a human job headhunter, which was tabulated in the judgement: 

Limitations of '270 Patent Claim 1  
 

Routine Steps Performed when Headhunting 

"receiving from a first party first data including 
an identity of said first party''  

Carol receives a resume from Alice, which lists Alice's 
college degree, 8 years of sales experience, interests, 
and other information, including Alice's name 

"receiving from said first party at least two first-
party rules for releasing said first data including 
a rule for releasing the identity of said first 
party''  

Alice instructs Carol to disclose her education and 
sales experience to companies with open sales 
positions but not to disclose her name unless the 
company is offering a salary of at least $75,000 

"receiving from a second party a search 
request comprising at least one search 
criterion" 

Bob asks Carol to find an employee with sales 
experience for his company 

"receiving from said second party second data 
including an identity of said second party''  

Bob tells Carol that the job at his company is a sales 
position that pays $100,000 in salary and that the name 
of his company is Bob's Software 

"receiving from said second party at least two 
second-party rules for releasing said second 
party data including a rule for releasing said 
identity of said second party''  

Bob instructs Carol that she can disclose information 
about the job opening to any applicant with sales 
experience and that she can provide the salary offer to 
any applicant with a college degree but not to disclose 
the name of his company unless the applicant has 
more than 5 years of sales experience 

"processing said search request to determine if 
said first data satisfies said search criterion"  

Carol checks to see if Alice has the necessary sales 
experience requested by Bob 

"if said first data satisfies said search criterion, 
then exchanging said first and second data, 
except said identities of said first and second 
parties, between said first and second parties 
in accordance with said first- party and second- 
party rules"  

Once Carol determines that Alice has the necessary 
sales experience for Bob, Carol provides Alice's college 
degree and years of sales experience to Bob, but not 
Alice's name, and provides information to Alice about 
the sales position available at Bob's company and the 
salary information, but not the name of Bob's company, 
in accordance with Alice's instructions and Bob's 
instructions 

"after said exchanging step, upon satisfying 
said first-party rule for releasing said identity of 
said first party, transmitting said identity of said 
first party to said second party, and after said 
exchanging step, upon satisfying said second-
party rule for releasing said identity of said 
second party, transmitting said identity of said 
second party to said first party" 

After Carol provides Alice's sales experience and 
college degree to Bob and provides Bob's salary offer 
and sales position available at Bob's company to Alice, 
Carol gives Alice's name to Bob upon determining that 
Bob's company is offering at least $75,000 in salary 
and tells Alice the name of Bob's company upon 
determining that Alice has more than 5 years of sales 
experience 

Finding the method claims invalid as abstract, the District Court found the system claims invalid on the 

same basis, relying on Alice’s principle that a generic computer cannot transform a patent-ineligible 

abstract idea into a patent-eligible invention. 

EX PARTE COTE32 

The Alice framework is also being applied by the USPTO Patent Trial and Appeal Board (PTAB). In this 

case, the PTAB agreed with the Applicant that the rejections on appeal from the Examiner (that the 

                                                      
32

 Ex Parte Cote (P.T.A.B. August 2014). 
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claims were obvious under § 103) were unfounded. But the PTAB entered new grounds of rejection under 

§ 101, taking the position that the claims are not directed to patent-eligible subject matter. 

The patent application in this case was directed to an electronic design automation program, which 

according to the application is useful in the processing of large data files associated with 

photolithographic masks used in the semiconductor industry when fabricating integrated circuits. 

The method claim before the board was: 

A method of using clusters in electronic design automation, the method comprising: 

receiving data for a plurality of bins, each bin including a plurality of clusters, each cluster 

representing a plurality of shapes in an original layout, the plurality of shapes having a proximity 

to each other determined by a grow operation; and 

using a computer, preparing a phase shifting layout for the original layout by phase 

shifting each of the plurality of clusters independently of one another. 

In support of the rejection, the PTAB characterized the Alice test as: 

“Determining whether a claimed invention is patent-eligible subject matter requires determining 

whether the claim is directed toward a patent-ineligible concept and, if so, determining whether 

the claim's elements, considered both individually and as an ordered combination, transform the 

nature of the claim into a patent-eligible application.” 

Notably, the PTAB did not appear to provide any articulated reasoning in support of its position that the 

claimed subject matter was abstract. Instead, the PTAB simply concluded: 

“The Appellants' claims recite the abstract idea of independently phase shifting each of a plurality 

of clusters which each represent a plurality of shapes having a proximity to each other 

determined by a grow operation….” 

Having thus “determined” that the claims are directed toward a patent-ineligible concept, the PTAB went 

on to conclude that the claim’s elements did not transform the nature of the claim into a patent-eligible 

application” 

“As stated in Alice, the mere recitation that the Appellants' claimed method (claims 3-6, 11, 12) is 

executed using a generic computer does not transform the abstract idea into patent-eligible 

subject matter. Likewise, the mere recitation that the Appellants' computer program is on a 

generic computer-readable storage medium and includes code segments to be executed by a 

computer (claims 1, 2, 9, 10) or is to be executed by a generic computer and stored on a non-

transient computer-readable medium (claims 7, 8, 13-16) does not transform the abstract idea 

into patent-eligible subject matter. Moreover, the Appellants' claimed computer program (claims 

7, 8, 13-16) is not within any of 35 U.S.C. § 101 's four classes of patent-eligible subject matter 

(process, machine, manufacture, or composition of matter).” 

While the Alice framework is still relatively new, it is hoped that, going forward, the USPTO will endeavor 

to provide a more detailed explanation and/or analysis as to why the subject matter of an impugned claim 

is abstract. 
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USPTO GUIDANCE TO EXAMINERS FOLLOWING ALICE 

Less than a week after the decision in Alice was published, the USPTO issued Preliminary Examination 

Instructions to its Examiners. The USPTO has issued similar ‘preliminary instructions’ following other 

major patent law cases. 

According to the USPTO, the new instructions differ from prior USPTO guidance in two ways: 

1) Alice Corp. establishes that the same analysis should be used for all types of judicial 

exceptions, whereas prior USPTO guidance applied a different analysis to claims with abstract 

ideas (Bilski guidance in MPEP 2106(1I)(B)) than to claims with laws of nature (Mayo guidance in 

MPEP 2106.01). 

2) Alice Corp. also establishes that the same analysis should be used for all categories of claims 

(e.g., product and process claims), whereas prior guidance applied a different analysis to product 

claims involving abstract ideas (relying on tangibility in MPEP 2106(Il)(A)) than to process claims 

(Bilski guidance).” 

In respect of how to determine whether a claim is directed to an abstract idea, the instructions provided 

the following examples of abstract ideas: 

 Fundamental economic practices; 

 Certain methods of organizing human activities; 

 “[A]n idea of itself; and 

 Mathematical relationships/formulas. 

In respect of how to proceed where “an abstract idea is present in the claim”, the instructions indicate that 

an Examiner should determine “whether any element, or combination of elements, in the claim is 

sufficient to ensure that the claim amounts to significantly more than the abstract idea itself.” (emphasis 

in original).  

The instructions provided the following examples of limitations “that may be enough to qualify as 

“significantly more”: 

 Improvements to another technology or technical fields; 

 Improvements to the functioning of the computer itself; 

 Meaningful limitations beyond generally linking the use of an abstract idea to a particular 

technological environment. 

The instructions also provided the following examples of limitations “that are not enough to qualify as 

“significantly more”” (emphasis in original): 

 Adding the words “apply it” (or an equivalent) with an abstract idea, or mere instructions to 

implement an abstract idea on a computer; 

 Requiring no more than a generic computer to perform generic computer functions that are well-

understood, routine and conventional activities previously known to the industry. 



17 
 

LIMELIGHT NETWORKS INC. V. AKAMAI TECHNOLOGIES, INC.33 

This U.S. Supreme Court decision considered whether direct infringement of a patent is a prerequisite for 

a finding of liability for inducing infringement. The decision is particularly relevant for method patents, and 

more particularly, for infringement disputes where no single party performs all of the claimed method 

steps (i.e. the only way to argue that all of the steps have been performed is to implicate multiple parties). 

This case relates to what has been characterized by commentators as a ‘major loophole’ in the U.S. 

Patent Act.
34

 As summarized by the majority of the CAFC en banc decision: 

“When a single actor commits all the elements of infringement, that actor is liable for direct 

infringement under 35 U.S.C. § 271(a). When a single actor induces another actor to commit all 

the elements of infringement, the first actor is liable for induced infringement under 35 U.S.C. § 

271(b). But when the acts necessary to give rise to liability for direct infringement are shared 

between two or more actors, doctrinal problems arise. … [I]n the case of method patents, parties 

that jointly practice a patented invention can often arrange to share performance of the claimed 

steps between them. In fact, sometimes that is the natural way that a particular method will be 

practiced, as the cases before us today illustrate. Recent precedents of this court have 

interpreted section 271(b) to mean that unless the accused infringer directs or controls the 

actions of the party or parties that are performing the claimed steps [i.e. is liable as a direct 

infringer under § 271(a)], the patentee has no remedy, even though the patentee’s rights are 

plainly being violated by the actors’ joint conduct.”
35

 

By way of background, Akamai is the exclusive licensee of a patent relating to systems and methods for 

delivering data (e.g. media content) over a network (e.g. the Internet). Generally speaking, copies of 

certain data objects (e.g. media files) are maintained on multiple “content servers” in multiple locations. 

When a user sends a request to access one of these data objects (e.g. via an Internet website hosted by 

a content provider), the request may be directed to a content server that is best able to serve the data 

object to the user (e.g. a content server located in the same geographic region as the user, to reduce 

network latency, and/or a content server that is not currently overloaded with requests). 

Each of the claims asserted by Akamai included a step of “tagging” the data objects, so that requests for 

the data objects would resolve to the network of multiple content servers. The accused infringer Limelight 

does not “tag” the data objects. Instead, it requires its customers to do their own tagging; this division of 

labour is set out in Limelight’s customer contracts.
36

 

At the initial jury trial, Limelight was found liable for infringement, and damages of approximately $42 

million were awarded. But the District Court granted a post-verdict judgment as a matter of law (JMOL) 

motion brought by Limelight. This judgment overturned the jury verdict, holding that the relationship 

between Limelight and its interactions with its customers did not meet the test set out by the CAFC in 

                                                      
33

 Limelight Networks, Inc. v. Akamai Technologies, Inc., 134 S. Ct. 2111 (2014) 
34

 See e.g. http://patentlyo.com/patent/2012/08/joint-infringement-federal-circuit-changes-the-law-of-
inducement.html. 
35

 Akamai Techsnologies, Inc. v. Limelight Networks, Inc., 692 F.3d 1301 (Fed. Cir. 2012) at 1305. 
36

 See e.g. Akamai Technologies, Inc. v. Limelight Networks, Inc., (Fed. Cir. 2010) (“Customer [i.e., 
content provider] shall be responsible for identifying via the then current [Limelight] process all [URLs] of 
the Customer Content to enable such Customer Content to be delivered by [Limelight] … and … 
Customer shall provide [Limelight] with all cooperation and information necessary for [Limelight] to 
implement the [Content Delivery Service]”). 

http://patentlyo.com/patent/2012/08/joint-infringement-federal-circuit-changes-the-law-of-inducement.html
http://patentlyo.com/patent/2012/08/joint-infringement-federal-circuit-changes-the-law-of-inducement.html
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BMC Resources
37

 and refined in Muniauction
38

 for Limelight to be considered a direct infringer under § 

271(a) of the U.S. Patent Act:  

“This court therefore holds as a matter of Federal Circuit law that there can only be joint 

infringement when there is an agency relationship between the parties who perform the method 

steps or when one party is contractually obligated to the other to perform the steps.”
39

 

… 

“Akamai did not [show that the allegedly infringing activities of Limelight’s customers were 

attributable to Limelight] because it did not show that Limelight’s customers were acting as agents 

of or were contractually obligated to Limelight when performing the tagging and serving steps.”
40

 

Akamai appealed. By a 6-5 majority, the CAFC, sitting en banc, rather than revisiting § 271(a), held that § 

271(b) liability could arise in situations without a single party being liable for direct infringement: 

“Requiring proof that there has been direct infringement as a predicate for induced infringement is 

not the same as requiring proof that a single party would be liable as a direct infringer. If a party 

has knowingly induced others to commit the acts necessary to infringe the plaintiff’s patent and 

those others commit those acts, there is no reason to immunize the inducer from liability for 

indirect infringement simply because the parties have structured their conduct so that no single 

defendant has committed all the acts necessary to give rise to liability for direct infringement.”
41

 

Under this interpretation of § 271(b), the majority remanded the case back to the District Court, with the 

guidance that: 

“Limelight would be liable for inducing infringement if the patentee could show that (1) Limelight 

knew of Akamai’s patent, (2) it performed all but one of the steps of the method claimed in the 

patent, (3) it induced the content providers to perform the final step of the claimed method, and 

(4) the content providers in fact performed that final step.” 

Limelight appealed this en banc ruling to the U.S. Supreme Court, which reversed this expanded 

interpretation of induced infringement liability under § 271(b): 

“The Federal Circuit held in Muniauction that a method’s steps have not all been performed as 

claimed by the patent unless they are all attributable to the same defendant, either because the 

defendant actually performed those steps or because he directed or controlled others who 

performed them. Assuming without deciding that the Federal Circuit’s holding in Muniauction is 

correct, there has simply been no infringement of the method in which respondents have staked 

out an interest, because the performance of all the patent’s steps is not attributable to any one 

person. And, as both the Federal Circuit and respondents admit, where there has been no direct 

infringement, there can be no inducement of infringement under §271(b).” 

It is likely that, on remand, the U.S. Court of Appeal for the Federal Circuit will revisit the Muniauction test 

for direct infringement under § 271(a). 

                                                      
37

 BMC Resources, Inc. v. Paymentech, L.P., 498 F.3d 1373 (Fed. Cir. 2007). 
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OCTANE FITNESS, LLC V. ICON HEALTH & FITNESS, INC.42 

In Octane, the U.S. Supreme Court relaxed the standard for awarding attorney fees to the prevailing party 

in a patent infringement law suit. 

Generally speaking, civil litigation in Canada follows the so called “English rule” with respect to attorney’s 

fee awards. Under the English rule, the losing party is liable for the winner’s attorney fees (or at least a 

portion of their fees). In contrast, civil litigation in the U.S. typically follows the so called “American rule” 

where each party will bear its own attorney fees, regardless of the outcome of the lawsuit. 

One exception to this American rule approach is found in § 285 of the U.S. Patent Act, which provides 

that “the court in exceptional cases may award reasonable attorney fees to the prevailing party”.
43

 In other 

words, § 285 grants U.S. District Courts the option to apply the “English rule” in “exceptional” patent 

cases. 

In 2005, the U.S. Court of Appeal for the Federal Circuit adopted a relatively strict test in for determining 

whether a case was “exceptional” under § 285 in Brooks Furniture Manufacturing Inc. v. Dutailier Int’l 

Inc.
44

 According to this test, an exceptional case under § 285 is one: A) “when there has been some 

material inappropriate conduct related to the matter in litigation” or B) when the litigation is both i) 

“brought in subjective bad faith” and ii) “objectively baseless”. 

In iLOR, LLC v. Google, Inc.,
 45

 the Federal Circuit clarified that when determining whether litigation is 

objectively baseless under the Brooks Furniture test, the standard is whether a party’s position “was so 

unreasonable that no reasonable litigant could believe it would succeed”. iLOR also explained that a 

plaintiff must “actually know” that its case is objectively baseless.
 
 

In Octane, the Supreme Court rejected the framework established by the CAFC in Brooks Furniture. In 

the words of Justice Sotomayor, the Court’s analysis “begins and ends with the text of § 285”. The Court 

noted that the only constraint on a District Courts’ discretion on awarding attorney fees according to § 285 

is that the case must be “exceptional”. Further, as the U.S. Patent Act does not further define 

“exceptional”, the Court looked to its ordinary meaning. 

“We hold, then, that an “exceptional” case is simply one that stands out from others with respect 

to the substantive strength of a party’s litigating position (considering both the governing law and 

the facts of the case) or the unreasonable manner in which the case was litigated. District courts 

may determine whether a case is “exceptional” in the case-by-case exercise of their discretion, 

considering the totality of the circumstances. As in the comparable context of the Copyright Act, 

“‘[t]here is no precise rule or formula for making these determinations,’ but instead equitable 

discretion should be exercised ‘in light of the considerations we have identified.’”
46

 

After rejecting the Federal Circuit’s Brooks Furniture test, the Supreme Court remanded the case back to 

the Federal Circuit for further proceedings consistent with its opinion. 
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In its decision on remand, the Federal Circuit vacated the District Court’s judgment denying the motion to 

find the case exceptional and to award attorney’s fees, and remanded to the District Court for application 

of what it characterized as the “new standard” set out in Octane, which it summarized as: 

[W]hether, under the totality of the circumstances, this case “stands out from others with respect 

to the substantive strength” of ICON’s litigation position or was litigated in an unreasonable 

manner.” 

The Federal Circuit also expressed the view that Octane does not mandate that every “exceptional” case 

requires a fee award: 

“The Supreme Court’s decision in Octane did not, however, revoke the discretion of a district 

court to deny fee awards even in exceptional cases. Long before Brooks Furniture, we held that 

‘an exceptional case does not require in all circumstances the award of attorney fees.’” 

The case is now back with the District Court, and it will be interesting to see if they decide to award 

attorney fees in this case under the new Octane standard. 

HIGHMARK INC. V. ALLCARE HEALTH MGMT. SYS., INC.47 

In the companion case to Octane, the U.S. Supreme Court clarified that a District Court’s decision on 

whether a case is exceptional under § 285 is to be reviewed on appeal for “abuse of discretion”.  

This standard can be contrasted with a review of a decision on “question of law” (which are reviewable de 

novo), and with decisions on “questions of fact” (which are reviewable for clear error). In other words, 

District Court decisions under § 285 should be afforded some degree of deference on appeal. 

NAUTILUS, INC. V. BIOSIG INSTRUMENTS, INC.48 

Section 112, second paragraph of the U.S. Patent Act requires that a patent specification “conclude with 

one or more claims particularly pointing out and distinctly claiming the subject matter which the applicant 

regards as the invention”. Put another way, the boundaries of the subject matter for which a monopoly is 

claimed must be sufficiently particular as to distinguish the invention or discovery from other things before 

known in use. Under the standard put forth by the majority of the Federal Circuit, a claim is indefinite “only 

when it is not amenable to construction” or “insolubly ambiguous”. 

The patent at issue
49

 was directed to an improved exercise heart rate monitor. In order to filter out 

electrical signals from a user’s skeletal muscles from the electrical signals associated with a user’s 

heartbeat, the claimed heart rate monitor uses readings taken at each of a user’s hands and subtracts the 

muscle signals detected at each hand (which have the same polarity at each hand) from the heartbeat 

signal (which has different a different polarity at each hand). The claim at issue recited, inter alia, an 

“elongate member” (e.g. a handle to be gripped by a user) and on each half of the handle, a live electrode 

and a common electrode “mounted … in spaced relationship with each other”. The claim also specified 

that when the “handle” is held by the user, one hand contacts both the live electrode and the common 

electrode on one half of the handle, and the other hand contacts the live electrode and the common 

electrode on the other half of the handle. 
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Figure 1 of the patent illustrates an example of this configuration (the live electrodes are labeled as 9 and 

13, and the common electrodes as 11 and 15): 

 

Nautilus had argued that the term “mounted … in spaced relationship with each other” was indefinite, and 

the District Court agreed, apparently based on the claim not providing any parameters as to what the 

spacing between the live and common electrodes should be. The CAFC reversed, and held that the 

claims were not indefinite under the then-prevailing standard: 

“The disputed term “spaced relationship” does not suffer from indefiniteness. Because the term 

was amenable to construction, indefiniteness here would require a showing that a person of 

ordinary skill would find “spaced relationship” to be insolubly ambiguous—that it fails to provide 

sufficient clarity delineating the bounds of the claim to one skilled in the art. In this case, a skilled 

artisan would find such boundaries provided in the intrinsic evidence.”
50

 

In reversing, the CAFC held that, looking at the intrinsic evidence (i.e. the claims, specification, and 

prosecution history), there were “certain inherent parameters” – namely, that the distance between the 

electrodes cannot be greater than the width of a user’s hands, and cannot be “infinitesimally small,” or the 

two electrodes would be merged into a single electrode with one point. There was also extrinsic evidence 

(e.g. an expert’s declaration) that the boundaries of the “spaced relationship” would have been clear to a 

skilled person. 

The Supreme Court, while “[e]xpress[ing] no opinion on the validity of the patent-in-suit,” rejected the “not 

amenable to construction” or “insolubly ambiguous” standard for indefiniteness applied by the CAFC, and 

vacated and remanded the case back to the Federal Circuit: 

“[W]e read § 112, ¶2 to require that a patent’s claims, viewed in light of the specification and 

prosecution history, inform those skilled in the art about the scope of the invention with 

reasonable certainty. The definiteness requirement, so understood, mandates clarity, while 

recognizing that absolute precision is unattainable. The standard we adopt accords with opinions 

of this Court stating that “the certainty which the law requires in patents is not greater than is 

reasonable, having regard to their subject-matter.” 
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Phrased negatively, the Court held “that a patent is invalid for indefiniteness if its claims, read in light of 

the specification delineating the patent, and the prosecution history, fail to inform, with reasonable 

certainty, those skilled in the art about the scope of the invention.” 

INTERVAL LICENSING V. AOL, INC.51 

In one of the first cases to interpret the Supreme Court’s new indefiniteness standard set out in Nautilus, 

the CAFC affirmed a District Court finding of invalidity based on indefiniteness. 

Interval had sued AOL, Apple, Google, and Yahoo for infringement of certain patents directed to an 

“attention manager for occupying the peripheral attention of a person in the vicinity of a display device.” 

Interval contended that the defendants’ use of “pop-up” notifications infringed Interval’s claims. In a claim 

construction order carried out under the old pre-Nautilus standard, the District Court held that the terms 

“in an unobtrusive manner” and “does not distract” were indefinite, rendering invalid most of the asserted 

claims. 

On appeal, CAFC upheld the finding of indefiniteness under the new Nautilus standard. In doing so, the 

Court agreed with Interval that the phrase “in an unobtrusive manner that does not distract a user” should 

be construed as a single limitation. The Court also recognized that the term at issue “was a term of 

degree, but that does not necessarily render the claim indefinite”. However, the Court held that “the 

claims, when read in light of the specification and the prosecution history, must provide objective 

boundaries for those of skill in the art.” (emphasis added) 

Turning to the claims, the CAFC found that “[t]he patents’ “unobtrusive manner” phrase is highly 

subjective and, on its face, provides little guidance to one of skill in the art.” The Court also explained that 

“a term of degree fails to provide sufficient notice of its scope if it depends “on the unpredictable vagaries 

of any one person’s opinions””. The CAFC supported this position with reference to the Supreme Court’s 

recognition in Nautilus that “absolute precision” in claim language is unattainable. 

COMMIL USA, LLC V. CISCO SYSTEMS, INC.52 

Under established CAFC case law, a good-faith belief of non-infringement of a patent may be considered 

relevant evidence that tends to show that an accused inducer lacked the intent required to be held liable 

for induced infringement. 

In Commil, a decision in which each of the three members of the CAFC panel wrote separate opinions, 

the majority held that a good-faith belief of invalidity of a patent could be evidence of an accused inducer 

lacking the intent required to be held liable for induced infringement: 

“[E]vidence of an accused inducer’s good-faith belief of invalidity may negate the requisite intent 

for induced infringement. This is, of course, not to say that such evidence precludes a finding of 

induced infringement. Rather, it is evidence that should be considered by the fact-finder in 

determining whether an accused party knew “that the induced acts constitute patent 

infringement.” 
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Under the U.S. Patent Act, “Whoever actively induces infringement of a patent shall be liable as an 

infringer.”
53

 The inclusion of the term “actively” has been held to introduce an intent requirement.
54

 The 

ruling in Commil arguably opens the door to a new defence to an allegation of inducing infringement.  

By a 6-5 vote, the CAFC declined to re-hear the case en banc.
55

 A petition for certiorari to the U.S. 

Supreme Court has been filed, and remains pending as of the writing of this paper. 

STC.UNM V. INTEL CORP.56 

In this case, STC (a wholly-owned licensing arm of the University of New Mexico) was found by the 

District Court to lack standing in a patent infringement suit against Intel, as the co-owner of the asserted 

patent (Sandia Corp.) had not voluntarily joined the suit as a co-plaintiff, and could not be involuntary 

joined. The CAFC affirmed, by a 2-1 majority, and subsequently declined to re-hear the case en banc by 

a 6-4 vote.
57

 The CAFC found that, if a co-owner of a patent “takes a neutral position” or otherwise 

declines to join in an infringement action brought by the other co-owner(s), the non-participating co-owner 

cannot be involuntarily added as a plaintiff, and the patent infringement suit can be dismissed. 

Before this case, it was generally accepted that a co-owner of a patent could effectively prevent another 

co-owner(s) from recovering damages (or obtaining an injunction) on a going-forward basis by granting a 

license to the patent to the alleged infringer. However, the alleged infringer could still be found liable for 

damages for conduct occurring prior to the grant of the license (as a co-owner cannot grant a release of 

the other co-owner(s) rights to accrued damages). 

Given the sharp divisions among the judges of the CAFC, this case may ultimately end up before the U.S. 

Supreme Court. In any event, this decision highlights the importance of understanding the potential risks 

of patent co-ownership. 
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LEGISLATIVE DEVELOPMENTS TO WATCH 

CANADA 

On January 27, 2014, the Canadian Government tabled five multilateral treaties related to intellectual 

property law in the House of Commons, which is the first step towards their ratification or accession, and 

their implementation.
58

 The Patent Law Treaty (PLT) and the Geneva Act of the Hague Agreement 

concerning the International Registration of Industrial Designs (Geneva Act) are two of these treaties. The 

PLT is directed to streamlining administrative procedures at the patent offices of Contracting States, and 

the Hague Agreement is directed to allowing industrial design applicants to obtain registration in multiple 

countries by filing a single application. 

In order to bring Canadian law in compliance with these treaties, it will be necessary to amend legislation, 

in particular the Patent Act [CPA],
59

 the Patent Rules [CPR],
60

 the Industrial Design Act [CIDA]
61

 and 

Industrial Design Regulations [CIDR].
62

 As of the writing of this paper there has not yet been a bill 

proposed to make the necessary changes in Canadian legislation to implement the PLT or the Geneva 

Act, and these treaties have not been debated in the House of Commons. 

This paper provides an overview of some key legislative changes that may be necessary to incorporate 

the PLT and Geneva Act into Canadian law. 

PATENT LAW TREATY  

The Patent Law Treaty (PLT) was adopted on June 1, 2000 and entered into force on April 28, 2005.
63

 

The objective of the PLT is to harmonize and streamline patent law administrative procedures among the 

intellectual property offices of Contracting States Parties.
64

 There are 36 Contracting Parties and 54 

States have signed the PLT to date.
65

 

The PLT provides a maximum set of requirements that may be imposed on applicants or owners by the 

patent offices of Contracting States. Key provisions include establishing streamlined filing date 

requirements and procedures, standardized applications and forms, simplified procedures, and relief to 

avoid the loss of patent rights.  

Canada has signed the PLT but has yet to ratify and implement it.
66

 Amendments to patent legislation and 

implementation of certain procedures will be necessary to satisfy the requirements of the PLT.
67
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FILING DATE REQUIREMENTS 

Canadian requirements to secure a filing date will likely need to be modified to be compliant with the PLT. 

FILING FEE 

Currently, a fee payment is required to obtain a Canadian filing date.
68

 Fees are not one of the required 

elements for obtaining a filing date in the PLT.
69

 Thus, it is likely that Canada will need to eliminate this 

requirement.  

NOTICE OF NON-COMPLIANCE WITH FILING DATE REQUIREMENTS 

Under Article 5(3) of the PLT, if an application does not comply with a filing date requirement, the Office is 

required to notify the applicant as soon as practicable to give the applicant the opportunity to comply. If 

the Office finds part of the description or a drawing appears to be missing, Article 5(5) of the PLT requires 

the Office to promptly notify the applicant and when the missing part of the description is filed, Article 5(6) 

stipulates the filing date will be the date the Office received the missing element or when all the 

requirements under Article 5(1) are met, whichever is later. It has been reported that, as a matter of 

practice, the Canadian Intellectual Property Office (CIPO) complies with the notification requirement.
70

 

Changes to the Patent Rules could be considered to formalize this compliance. 

DESCRIPTION MAY BE FILED IN ANY LANGUAGE  

Additionally, to obtain a filing date, Article 5(2)(b) of the PLT allows the part of the application that 

appears to be the description to be filed in any language. It is possible under the PLT for a Contracting 

State to require an applicant to file a translated version of the description within a period of not less than 

two months from the date of notification of the requirement.
71

 Thus, CIPO may be required to accept an 

application in a language other than English or French for filing date purposes, but can require a 

translated copy after the fact. 
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STANDARDIZED APPLICATIONS AND FORMS 

The PLT standardizes formality requirements for applications filed with the patent offices of Contracting 

States with the requirements under the Patent Cooperation Treaty (PCT). In particular, Article 6(1) of the 

PLT incorporates by reference the formality requirements of international applications under the PCT. 

Article 6(8)(b) of the PLT stipulates that the failure to comply with requirements related to priority claims 

will only result in the loss of the priority claim and no other sanction can be applied. The provisions of the 

CPA relating to priority claims will likely need to be amended requirements to ensure consistency.
72

  

The contents of the request form outlined in Article 6(2) of the PLT also incorporate by reference the 

contents required by the PCT. Form 3 of Schedule I of the CPR (the Petition for Grant of a Patent), may 

need to be amended for consistency with the PCT requirements for a request.  

SIMPLIFIED AND STREAMLINED PROCEDURES 

The PLT provides restrictions on mandatory representation requirements for certain procedures. In 

particular, Article 7(2) restricts the ability of Contracting States to require patent applicants, assignees, 

owners, or interested parties to be represented for procedures such as: (i) the filing of an application for 

the purposes of the filing date; (ii) the mere payment of a fee; (iii) any other procedure as prescribed in 

the Regulations; (iv) the issue of a receipt or notification by the Office in respect of any procedure referred 

to in items (i) to (iii). Further, Article 7(2)(b) stipulates that a maintenance fee may be paid by any person. 

Section 6 of the CPR states the Commissioner shall only communicate with and shall only have regard to 

communications from the authorized correspondent, which is defined in section 1 as the inventor or 

inventors, or the associate patent agent or patent agent appointed. This will likely require amendment to 

comply with the more permissive PLT provisions. 

AVOIDING LOSS OF PATENT RIGHTS 

Article 10(1) of the PLT prohibits, absent fraud, a Contracting State from invalidating or revoking, totally or 

in part, a patent for non-compliance with the formal application requirements, which would capture non-

payment of a fee. Further, Article 10(2) stipulates that an owner must be given an opportunity to make 

observations, amendments and corrections where permitted, within a reasonable time limit prior to patent 

revocation or invalidation. It is likely these provisions will need to be made explicit in either the CPA or 

CPR. 

Article 11 of the PLT provides relief in relation to missed time limits. Article 12 allows for the reinstatement 

of rights where an applicant or owner has failed to comply with a time limit, including missed maintenance 

fee payments. This time limit is the earlier of not less than two months from the date of the removal of the 

cause of the failure to comply with the time limit or not less than 12 months from the date of expiration of 

the time limit for the action in question.
73

 The CPR currently provides a grace period of one year to 

request reinstatement for a missed due date or payment, which will likely need amendment.
74

 

The PLT provides relief for missed priority deadlines. Article 13(2) of the PLT allows restoration of the 

priority right where a subsequent application is filed within two months after the priority period has expired 
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and the time limit was missed in spite of due care required by the circumstances or was unintentional. 

Canadian law will need to be amended to allow restoration of the priority right. 

HAGUE SYSTEM FOR INTERNATIONAL REGISTRATION OF 

INDUSTRIAL DESIGNS 

The Hague Agreement Concerning the International Deposit of Industrial Designs (Hague Agreement) are 

a set of multiple acts including the Geneva Act, adopted on July 2, 1999 and in force December 23, 2003; 

the Hague Act, adopted on November 28, 1960 and in force August 1, 1984; and the London Act, 

adopted on June 2, 1934 and in force in June 1939.
75

 The application of the London Act has been frozen 

since January 1, 2010.
76

 The Geneva Act and the Hague Act are international treaties that are 

autonomous and independent of each other. States may choose to become a party to either or both Acts. 

There are currently 62 Contracting Parties to the Hague Agreement that have implemented one or more 

of the Acts.
77

 

The Hague Agreement simplifies industrial design registration by allowing applicants to file a single 

industrial design application directly with the International Bureau of the World Intellectual Property 

Organization (WIPO) or through the Office of the applicant’s Contracting Party and receive registration in 

all member states.
78

 This allows industrial design holders to protect their design with less expense and 

with fewer formalities than filing designs in a multitude of nations. In order to be entitled to file an 

international application under the Hague Agreement, an applicant must be either a national of a 

Contracting Party or of a State member of an intergovernmental organization, have a domicile, a habitual 

residence, or a real and effective industrial or commercial establishment in the territory of a contracting 

party.
79

 Protection may only be obtained from States which are party to the same Act through which the 

applicant has established their entitlement.
80

 

For Canada to implement the Hague Agreement, in particular the Geneva Act which was the Act tabled in 

the House of Commons, certain legislative changes and procedures would need to be implemented. 

These relate to the application process, the publication and examination process and the effect of 

international registration.
81

 

APPLICATION PROCESS 

Canada has the option of prohibiting the Canadian Industrial Design Office (CIDO) from accepting 

international applications under section 4(1)(b) of the Geneva Act. However, if CIDO were to accept such 

applications, it would need to abide by certain requirements including: forwarding the application to the IB 
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within one month to ensure filing date
82

 and collecting and forwarding application fees.
83

 Under the 

Geneva Act, it is not necessary to have any prior national application or registration and the international 

application may include up to 100 different designs belonging to a single class in the International 

Classification of Industrial Designs.
84

  

PUBLICATION AND EXAMINATION 

Publication deferral may be sought for a period of up to 30 months from the filing date or from the priority 

date for applications governed exclusively by the Geneva Act and 12 months for applications governed by 

both Acts or by the Hague Act .
85

 In Canada, CIDO will delay registration upon the request of an 

applicant, but there are no specified time limits.
86

 

The IB of WIPO verifies that applications comply with formal requirements, including that fees are paid 

and the reproductions are of good quality (page 8). The applicant will have three months to remedy any 

defects or the application will be considered abandoned.
87

 A contracting State may not refuse an 

application for any formal deficiency.
88

 Thus provisions in the CIDA and CIDR that specify the form and 

contents of applications will not provide CIDO allowable grounds to refuse to register international 

applications governed by the Geneva Act.  

It is the responsibility of the Contracting Party to conduct substantive examinations of applications.
89

 

Article 12(1) of the Geneva Act provides a right to refuse to grant registration to an industrial design on 

substantive grounds if the law of the Contracting Party is not met, meaning Canadian law will govern 

substantive examinations for applications and will allow CIDO to refuse to register applications. 

Applicants will have the same remedies in the Office that refused their application as if the application 

was filed directly with the Office.
90

 The IB will provide a copy of the international registration, and relevant 

samples, to each Office of Contracting Parties that has requested such a sample.
91

 The Office may use 

the copy of the registration for examination purposes only and must keep the registration confidential until 

publication has occurred.
92

 Canadian law will likely need to be updated to reflect the publication deferral 

period outlined in the Geneva Act. 

EFFECT OF REGISTRATION 

Canada would need to amend the CIDA and CIDR to give the same effect to international registrations 

that have designated Canada as application for registrations made in Canada.
93

 Further, the international 
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registration must have the same effect as a grant of protection by CIDO and provide the same scope of 

protection.
94

  

International registrations have effect initially for a five year period, which may be renewed for an 

additional five years up to the expiry of the total allowable term of protection of Contracting States.
95

 CIDA 

provides an exclusive right for an industrial design for ten years following the date of registration.
96

  

UNITED STATES 

“ANTI-TROLL” LEGISLATION 

Proposed “anti-troll” legislation has generally been aimed at limiting companies whose primary business 

is to gather patents, threatening infringement lawsuits against an alleged infringer, and then offering to 

settle for less than the alleged infringer's estimated cost of a defense.
97

 Since the past year, Congress 

has seen its fair share of proposed anti-troll legislation. No legislation targeting patent trolls has been 

enacted by Congress, but the House of Representatives has introduced seven bills about the issue, and 

there have been five such Senate-originated bills. Two of these proposed bills managed to gain the 

attention of U.S. federal law makers: the Innovation Act
98

 and the Patent Transparency and 

Improvements Act
99

. 

Large scale patent reform targeting ‘trolls’ appears to be dead for now, and it does not appear that any 

new efforts will be getting underway, at least not in the near future. However, it is possible that future 

legislative efforts will incorporate at least some of the provisions from the most notable bills. 

THE INNOVATION ACT 

Sponsored by House Judiciary Chairman Robert Goodlatte, the Innovation Act
100

 received serious 

consideration. The Innovation Act
101

 enjoyed bipartisan support, passed the floor vote in House of 

Representatives on December 5, 2013 and was referred to the Senate Judiciary Committee on December 

9, 2013. The bill also has the blessing of President Obama.
102

 The bill was headed to a markup on May 

22, 2014, but unexpectedly, the chairman of the Senate Judiciary Committee, Patrick Leahy, architect of 

the America Invents Act
103

, took it off the table after Senate Majority Leader Harry Reid intervened at the 

last minute.
104

 Allegedly, Reid faced pressure from lobbyists including trial lawyers, universities, 

pharmaceutical companies and biotech companies, which argued that “many of the provisions would 

have the effect of treating every patent holder as a patent troll.”
105
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The Innovation Act
106

 contains three main provisions designed to combat tactics preferred by patent trolls. 

First, it would have established specificity in patent lawsuits by requiring plaintiffs to identify all asserted 

patents and describe in a high degree of detail the alleged infringement, including the specific infringed 

claims of each patent and the name or model number of each accused product.
107

 Second, it would have 

made patent ownership more transparent by requiring patent holders to disclose all beneficial owners of a 

patent-in-suit, including assignees, entities with the right to sublicense or enforce, entities with a direct 

financial interest, and parent corporations for all such entities.
108

 Finally, it would have made losing 

plaintiffs pay, by awarding the prevailing party reasonable fees and expenses incurred unless it finds the 

losing party was justified in its position.
109

 

THE PATENT TRANSPARENCY AND IMPROVEMENTS ACT 

In December 2013, the House of Representatives passed the Patent Transparency Act
110

, which would 

have required more disclosure about who owned a patent and who would benefit from a patent 

infringement lawsuit, as well as requiring a judge to determine early in the process whether a given patent 

is valid.
111

 But once in the Senate, lawmakers could not agree on a provision that would have required a 

plaintiff to put up a bond to cover the potential payment of the winning side's legal fees.
112

 Some patents 

owners, such as universities, were strongly against this provision.
113

 They were of the view that this new 

law would make it hard for them to enforce their intellectual property rights.
114

 

Similarly to the Innovation Act
115

, the Patent Transparency Act
116

 would have required transparency of 

ownership and protections for customers.
117

 However, it goes beyond the Innovation Act
118

 by adding a 

requirement that demand letters meet certain standards or be deemed an unfair or deceptive practice 

under the Federal Trade Commission Act.
119

 

OTHER PROPOSED ANTI-TROLL LEGISLATION 

None of the other proposed bills are as comprehensive as the Innovation Act
120

 and the Patent 

Transparency Act
121

. More importantly, none of the other bills appeared to have the same level of support 

as the Innovation Act
122

 did. However, one other notable effort is the Trade Protection Not Troll Protection 

Act
123

, a limited bill that requires entities initiating a complaint at the International Trade Commission (ITC) 

to have a vested interest in its asserted patent, including development of the product described. Some 
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argue that the effect of this proposed legislation is questionable because the ITC hears much fewer cases 

than the Federal Circuit courts and only 10 percent of cases it hears involve ‘trolling’.
124

 Of a minor note of 

interest, among the proposed legislation, very few target demand letters.
125

 

EUROPE 

UNITARY PATENT SYSTEM (INCLUDING UNIFIED PATENT COURT) 

The Unitary Patent system is a major change to the patent landscape in Europe. Once the system is in 

place, inventors will be able to obtain a “European Patent with unitary effect”, better known as a Unitary 

Patent, which has the same legal effect and patent protection across the participating EU Member States. 

At present, 24 out of the 28 Member States have signed the agreement on Unitary Patents.
126

 The 

Unitary Patent system also includes the Unified Patent Court, which has jurisdiction over the same 

Member States. 

The Unitary Patent system is not yet in effect. The system will come into effect on the first day of the 

fourth month after the thirteenth Member State deposits its instrument of ratification of the Agreement on 

the Unified Patent Court. The thirteen Member States required to bring the system into effect must 

include the UK, France, and Germany.
127

 There is no set date when the system will come into effect, 

although it is likely that it will not be until the end of 2015, at the earliest.
128

 

When the Unitary Patent system comes into effect, inventors will be able to choose whether their 

European Patent will grant as a Unitary Patent or not. If the inventor chooses to have his or her patent 

grant as a Unitary Patent, then the patent will cover the Member States that are participating in the 

Unitary Patent system at that time.
129

 Otherwise, the patent will grant as a traditional European Patent in 

the countries that the inventor chooses. 

A major advantage of the Unitary Patent is the ability to pay one renewal fee for a patent that is granted in 

as many as 25 different jurisdictions.
130

 A Unitary Patent may also be litigated a single time in the Unified 

Patent Court, which may result in a finding of infringement that is enforceable in all of the participating 

Member States where the Unitary Patent has effect.
131

 Conversely, the same decision may result in the 

patent being invalidated in the same number of jurisdictions. 
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The Unified Patent Court will have exclusive jurisdiction in respect of Unitary Patents over all of the 

participating Member States.
132

 The Court will also have non-exclusive jurisdiction (alongside national 

courts) over European Patents that have been granted in participating Member States.
133

 This is much 

more cost-effective than the current system, where enforcement of a European Patent granted in several 

jurisdictions is done on a country-by-country basis. 

The Unified Patent Court will have a Court of First Instance and a Court of Appeal. The Court of First 

Instance has a Central Division with three seats: London, Munich and Paris. Each seat will hear cases 

regarding different technical areas: 1) London – human necessities, chemistry, and metallurgy; 2) Paris – 

generally, physics and electricity; 3) Munich – generally, mechanical engineering.
134

 There will also be 

local seats in various jurisdictions that are not limited to specific technical areas. Countries may also 

choose to create a single “regional” seat that will hear cases from those countries.
135 
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