The Journal of Robotics,

Artificial Intelligence & Law

astcase’

50
174



The Journal of Robotics,
Artificial Intelligence & Law
Volume 6, No. 1 | January—February 2023

13

23

29

35

41

45

53

61

65

Editor’s Note: For Founders, and Everyone Else
Victoria Prussen Spears

Top 5 Digital Asset Litigation and Investigation Trends of 2022
George A. Stamboulidis and Christina O. Gotsis

The FTC Quest for Privacy, Data Security, and Algorithm Regulations:
A Guide to the Commercial Surveillance Advance Notice of
Proposed Rulemaking

Peter J. Schildkraut, Jami Vibbert, Nancy L. Perkins, M. Hannah Koseki,
and Darrel Pae

Non-Fungible Tokens and the U.S. Securities Laws: An Analysis
Sarah E. Paul, Brandi A. Taylor, Andrea L. Gordon, and Adam C. Pollet

A New Government Approach to Artificial Intelligence Regulation in
the United Kingdom
Huw Beverley-Smith and Charlotte H N Perowne

Developer Arrested Following OFAC Sanctions of the Tornado Cash
Protocol

Teresa Goody Guillén, Adam D. Gale, Michelle N. Tanney;,

Veronica Reynolds, and Alexandra Karambelas

Smart Contracts: A Few Tips to Avoid Being Outsmarted
William L. Carr and Henry M. Grabbe

Software Patents in the United States: Essential Considerations and
Important Trends
Edward J. Russavage

Can Trade Secret Laws Protect Algorithm-Based Intellectual
Property?
David J. Walton and Karen L. Odash

Dire Straits? Federal Trade Commission’s Expanding Noncompete
Enforcement Seeks to Narrow Sale-of-Business Agreements
Mark A. Konkel and Steven R. Nevolis

Everything Is Not Terminator: Jury Selection and Analysis by Artificial
Intelligence Under the Sixth Amendment
John Frank Weaver




EDITOR-IN-CHIEF

Steven A. Meyerowitz
President, Meyerowitz Communications Inc.

EDITOR

Victoria Prussen Spears
Senior Vice President, Meyerowitz Communications Inc.

BOARD OF EDITORS

Melody Drummond Hansen
Partner, Baker & Hostetler LLP

Jennifer A. Johnson
Partner, Covington & Burling LLP

Paul B. Keller
Partner, Allen & Overy LLP

Garry G. Mathiason
Shareholder, Littler Mendelson P.C.

Elaine D. Solomon
Partner, Blank Rome LLP

Linda J. Thayer
Partner, Finnegan, Henderson, Farabow, Garrett & Dunner LLP

Edward J. Walters
Chief Executive Officer, Fastcase Inc.

John Frank Weaver
Director, McLane Middleton, Professional Association



THE JOURNAL OF ROBOTICS, ARTIFICIAL INTELLIGENCE & LAW (ISSN
2575-5633 (print) /ISSN 2575-5617 (online) at $495.00 annually is published
six times per year by Full Court Press, a Fastcase, Inc., imprint. Copyright

2023 Fastcase, Inc. No part of this journal may be reproduced in any form—by
microfilm, xerography, or otherwise—or incorporated into any information
retrieval system without the written permission of the copyright owner. For
customer support, please contact Fastcase, Inc., 711 D St. NW, Suite 200,
Washington, D.C. 20004, 202.999.4777 (phone), 202.521.3462 (fax), or email
customer service at support@fastcase.com.

Publishing Staft

Publisher: Morgan Morrissette Wright
Production Editor: Sharon D. Ray
Cover Art Design: Juan Bustamante

Cite this publication as:
The Journal of Robotics, Artificial Intelligence & Law (Fastcase)

This publication is sold with the understanding that the publisher is not engaged
in rendering legal, accounting, or other professional services. If legal advice or
other expert assistance is required, the services of a competent professional should
be sought.

Copyright © 2023 Full Court Press, an imprint of Fastcase, Inc.
All Rights Reserved.
A Full Court Press, Fastcase, Inc., Publication

Editorial Office

711 D St. NW, Suite 200, Washington, D.C. 20004
https://www.fastcase.com/

POSTMASTER: Send address changes to THE JOURNAL OF ROBOTICS,
ARTIFICIAL INTELLIGENCE & LAW, 711 D St. NW), Suite 200, Washington,
D.C. 20004.


mailto:support@fastcase.com
https://www.fastcase.com/

Articles and Submissions
Direct editorial inquiries and send material for publication to:

Steven A. Meyerowitz, Editor-in-Chief, Meyerowitz Communications Inc.,
26910 Grand Central Parkway, #18R, Floral Park, NY 11005, smeyerowitz@
meyerowitzcommunications.com, 631.291.5541.

Material for publication is welcomed—articles, decisions, or other items of interest
to attorneys and law firms, in-house counsel, corporate compliance officers,
government agencies and their counsel, senior business executives, scientists,
engineers, and anyone interested in the law governing artificial intelligence and
robotics. This publication is designed to be accurate and authoritative, but neither
the publisher nor the authors are rendering legal, accounting, or other professional
services in this publication. If legal or other expert advice is desired, retain the
services of an appropriate professional. The articles and columns reflect only the
present considerations and views of the authors and do not necessarily reflect
those of the firms or organizations with which they are affiliated, any of the former
or present clients of the authors or their firms or organizations, or the editors or
publisher.

QUESTIONS ABOUT THIS PUBLICATION?

For questions about the Editorial Content appearing in these volumes or reprint
permission, please contact:

Morgan Morrissette Wright, Publisher, Full Court Press at mwright@fastcase.com
or at 202.999.4878

For questions or Sales and Customer Service:

Customer Service

Available 8 a.m.-8 p.m. Eastern Time
866.773.2782 (phone)
support@fastcase.com (email)

Sales

202.999.4777 (phone)
sales@fastcase.com (email)
ISSN 2575-5633 (print)
ISSN 2575-5617 (online)


mailto:smeyerowitz%40meyerowitzcommunications.com?subject=
mailto:smeyerowitz%40meyerowitzcommunications.com?subject=
mailto:mwright@fastcase.com
mailto:support%40fastcase.com?subject=
mailto:sales%40fastcase.com?subject=

Software Patents in the United
States: Essential Considerations
and Important Trends

Edward J. Russavage*

In this article, the author explains that despite the U.S. Supreme Court’s
Alice decision and its lingering effects, the current state of software patents
in the United States is thriving, and those who ignore opportunities relating
to software patents may be left behind, as trends in the direction of the law
are changing.

A common misperception in the software industry is whether
aspects of software are patentable in the United States. Although
it has been eight years since the U.S. Supreme Court’s decision in
Alice Corp. Pty. Ltd. v. CLS Bank Int’l,! it is common to encounter
people and even patent professionals who incorrectly assume that
software cannot be protected. The present state of software patents
in the United States is that they can be protected, and there are steps
being taken and trends that will ensure valuable ideas relating to
software may be protected in the future.

Background

Many practitioners who work in the software area are familiar
with the 2014 Alice decision, which excludes any invention charac-
terized as an abstract idea. Historically, Alice has resulted in many
software patents being scrutinized, abandoned, and invalidated at
both the United States Patent and Trademark Office (“USPTO”) and
in the courts. The Alice decision created a new test to determine
whether an abstract idea in relation to software could be protected.

In short, the test determines (1) whether the patent claims are
directed to an abstract idea and, if they are, (2) whether the claims
recite significantly more than the abstract idea.

The Alice court did not define what an abstract idea was or what
was significantly more, so many lower courts and the USPTO were
left to determine the metes and bounds of this test. In response
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to Alice, the USPTO issued guidance for examining these types of
ideas (referred to as the Mayo/Alice test).> However, even with this
guidance and new test, the Alice case had the effect of lowering
allowance rates for certain types of subject matter (mostly software)
and for frustrating applicants and practitioners in obtaining and
defending these inventions.

Post-Alice

After Alice was decided, many patent applications were delayed
or abandoned as the USPTO struggled to implement the test over
the next several years. For example, in a report from the Office
of the Chief Economist in April 2020, it was determined that the
likelihood of receiving a first-office action with the rejection for
patent-ineligible subject matter increased by 31% within 18 months
following the U.S. Supreme Court decision in Alice in 33 “Alice-
affected” technology areas.” For these technologies, uncertainty
and patent examination measured as a variability in patent subject
matter eligibility determinations across examiners in the first action
stage of examination increased by 26% in 18 months following the
Alice decision.

As indicated in the report, it was determined that change in
Section 101 rejections was statistically significant and large in
magnitude. This increase reflects at least two results of the Alice
decision. First, expanding the application of the Alice standard to
other technology areas likely led to more Section 101 rejections.

Second, and more importantly, professionally trained judges,
lawyers, and examiners can apply reasonable but different interpre-
tations of the Alice standard, and broader views of patent-ineligible
subject matter led to an increase in Section 101 rejections.

One conclusion of the report includes that the increase in
uncertainty reflects the interpretive latitude in the language of
the Alice standard. The practical effect of the Alice decision was
chilling: many technologies, predominately software and business
methods, were affected, which resulted in applications becoming
delayed, abandoned, and invalidated.

Since the Alice decision, several decisions by federal circuit
courts of appeals have been decided that assisted practitioners
arguing that particular software is patentable. For instance, deci-
sions such as DDR Holdings,* Enfish, TLL,* McRO,” and Bascom®
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provided a road map for particular inventions to be protected. Many
of these cases turned on the issue of whether there was a techni-
cal innovation, and how this technical innovation was described
in the patent application. In many cases a successful prosecution
strategy by patent prosecutors was highly dependent on how the
technical aspects were described within the application, and how
the improvements resulted in an improved operation in a com-
puter, as well as the specific art unit assigned to a particular patent
application.

Art Unit Differences

For those not in the patent field, art units are small technology-
specific groups to which examiners are assigned, and these examin-
ers work to examine patents focused in these areas. As most patent
practitioners could agree, the successes based on arguments for
software applications depended in large part on how particular
examiners in different “art units” applied the Alice decision and
the following Federal Circuit decisions to their normal caseloads.

Over the next several years, after several of these additional Fed-
eral Circuit cases were decided, allowance rates began to improve
in many art units, especially those that were based on technology.
For instance, allowance rates improved in hardware-based art units
as well as other non-business-related art units. Many of these suc-
cesses led to practitioners looking to stay out of “business methods”
art units by crafting patent applications and claims in particular
ways to avoid such art units.

Many business method art units continued to have issues, even
after these cases were decided. Of the lowest allowance rates, many
were in USPTO art unit 3600-related units, which deal with a variety
of inventions, including transportation, e-commerce, and national
security. Most of the more difficult cases related to methods of
doing business, and implementation of business-related ideas on
computers. Inventions relating to financial applications, manage-
ment of business processes, accounting, determining insurance risk,
and other abstract idea-related concepts received the most scrutiny.
As a result of this uneven standard, database tools surfaced that
permitted practitioners to “game” the USPTO system by statisti-
cally predicting into which art units certain claimed inventions
would be placed. As this uneven application of the new standard
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remained, and the reliability of the patent system was at issue, the
USPTO needed to respond.

Berkheimer Decision and the USPTO
Response

On April 19, 2018, the USPTO released a memorandum’ to
patent examiners regarding changes in examination procedure
pertaining to subject matter eligibility in view of the Federal
Circuit’s Berkheimer v. HP Inc. decision.' In the decision, the
court reversed the finding of ineligibility as the defendant offered
no evidence that the claims in fact recited “well understood,
routine, and conventional” techniques.” The effect of this case
was significant, as it shifted the burden to examiners to prove
an idea was conventional in the “significantly more” portion of
the test. The USPTO memo required examiners to make a fac-
tual determination that an element represents well-understood,
routine, conventional activity.

USPTO 2019 Guidance

In response, since the Alice decision, the USPTO has taken a
number of steps to provide additional certainty to the patent pro-
cess. In January 2019, the USPTO issued Revised Patent Subject
Matter Eligibility Guidance,' which revised procedures for deter-
mining whether a patent claim or application claim is directed to
a judicial exception, and accordingly describes when a claim is
not “directed to” the judicial exception if it is integrated within a
practical application of the exception.

In summary, the guidance defined more particular circum-
stances in which examiners could find that claims were directed
to abstract ideas, and even if they were included, if the claims were
directed to a practical application they could be patentable. Also,
the guidance provided the number of theoretical examples whereby
practitioners could analogize their claims and cite to these examples
during prosecution.

As a result of this guidance, it seemed that many long-standing
Alice rejections were overcome, and some examiners were willing
to allow cases more freely.
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Recent Data and Direction

In the Director’s Blog published by the USPTO on July 25,
2022,"* the main messages from the USPTO indicate that the law
on patent eligibility, like other areas of patent law, needs to be clear,
predictable, and consistently applied. The blog confirmed that,
since the Alice decision, the rejection rate for 101-based rejections
skyrocketed, especially for software-related applications. In early
2017, the percentage of first-office actions, including Section 101
rejections for Alice-affected technologies, was trending upward.

This report also confirmed that the Berkheimer memorandum in
April 2018 changed the direction of this trend. Prior to the release
of the Berkheimer memorandum, examiners had been instructed
to conclude that an element (or combination of elements) was a
well-understood, routine, conventional activity when the examiner
could readily conclude that the element was widely prevalent or in
common use in the relevant industry.

As a result of the Berkheimer memo, examiners need to prove
that an additional element (or combination of elements) is not
well understood, routine, or conventional unless the examiner
finds, and expressly supports, a rejection in writing with certain
evidence. Also, in October 2019 the USPTO provided revised pat-
ent subject matter eligibility guidance that provided examples of
how patent examiners should evaluate claims for eligibility. As a
result, eligibility rate rejections have dropped from approximately
25% in 2018 to about 8% in 2022.

The USPTO is considering additional guidance and accepted
comments on guidance relating to Section 101 through October
15,2022. Further, members from the USPTO have considered and
met with many others from foreign patent offices, including those
in Europe, Japan, Korea, and China, to get a deeper understanding
of how other jurisdictions determine what is patentable.

The U.S. Supreme Court

The Supreme Court has had several opportunities within the
last several years to determine clarification for subject matter eli-
gibility. In American Axle v. Neapco," the Supreme Court had the
opportunity to further define issues relating to the abstract idea
question. However, the Supreme Court denied cert and left the
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abstract idea issue to be decided by the district court. So, at least
for the immediate future, the Supreme Court does not have a case
relating to subject matter eligibility. Because of the inaction of the
highest court, the interpretation of the Alice decision and tests for
subject matter eligibility will not be clarified in the short term,
and clarification may be left to Congress or further actions by the
USPTO with respect to subject matter eligibility.

Actions by Congress

The Patent Eligibility Restoration Act of 2022, introduced
August 2, 2022, addresses patent subject matter eligibility by rewrit-
ing Section 101. The new Section 101 provides explicit exclusions
to patentable subject matter that effectively limit excluded pro-
cesses to nontechnological economic, financial, business, social,
cultural, or artistic processes. Although it is unclear what makes
up a technological solution, it appears that eligible subject matter
may be expanded.

Also, the new determination of patentable subject matter under
Section 101 is independent of other standards relating to novelty
and nonobviousness, so it is expected that the lines between what
is patentable subject matter and what is not will be clarified. It is
appreciated that as a practitioner, the separation of these standards
could make prosecution more streamlined and predictable. Indeed,
before the Alice decision, responding to Section 101 rejections was
a simple matter of claim format, which could easily be rectified by
minor amendments.

Recent Statistics

One March 2021 article'* observed that looking at the top
15 software-related U.S.-granted utility patents, there was a 23%
increase in the total number of granted patents in 2020 when
compared to 2019. The article alleges that “software is eating the
world,” and it is undeniable based on certain facts and figures relat-
ing to jobs, growth, mergers and acquisitions activity, and most
importantly, statistics relating to issued U.S. patents. In 2020, 63.2%
of issued U.S. utility patents were “software related.” Indeed, the
statistics would indicate that software patents are alive and well in
2022 and beyond based on current trends.
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What Is Patentable in Software?

In short, anything related to technology is a good start for
considering patent protection. Generally, if the software in ques-
tion improves “computer functionality” (i.e., improves computing
speeds or reduces the amount of computing resources required), or
performs the computing tasks in an unconventional way, then the
software may be patentable. Although if there is a technical aspect
to some business-related applications, further scrutiny should be
done to determine the chances that the idea is patentable. Much
of what is patentable depends on how the application and claims
are written, and consequently, many practitioners, keeping Alice
in mind, write applications very carefully.

Notwithstanding the Alice decision, some technologies have
become more popular, such as the inclusion of artificial intelligence
in multiple technology areas,'” blockchain, digital assets such as
cryptocurrencies, non-fungible tokens (“NFTs”), and novel user
interfaces, among other technologies that use software.

Conclusion

Despite the Alice decision and its lingering effects, the current
state of software patents in the United States is thriving, and those
who ignore opportunities relating to software patents may be left
behind, as trends in the direction of the law are changing.

* Edward J. Russavage, a shareholder in the Boston office of Wolf,
Greenfield & Sacks, P.C,, is a patent counselor who advises clients on intel-
lectual property matters, including patent protection, licensing, freedom to
operate and invalidity studies, licensing and transactions, litigation support,
and post-grant proceedings. He may be contacted at edward.russavage@
wolfgreenfield.com.
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