Supreme Court Term Features Several
Significant Patent Rulings
By Douglas A. Miro and Stephen J. Quigley
I.

Introduction

Near the end of its 2013-14 term, the U.S. Supreme
Court issued four opinions of significance to the patent
bar that (1) tightened the standards for patenting abstract
concepts; (2) raised the threshold for finding liability for
inducing patent infringement; (3) lowered the bar for
awarding attorneys’ fees in patent litigations; and (4)
raised the threshold for a claim to be considered definite.
The following is a summary of these rulings and a discussion of their implications.

II.

Alice Corp. Pty. Ltd v. CLS Bank Int’l1

Held: A method claim for a purely abstract concept is not
patent eligible.
A.

Background
Alice Corp. Pty. Ltd (“Alice”) owns patents for “the
management of risk relating to specified, yet unknown,
future events” in connection with a computerized trading
platform for conducting financial transactions. The claims
in the patents relate to a computerized scheme designed
to eliminate the “settlement risk” where one party to a
transaction does not pay its obligation, leaving the paying party without either its principal or the benefit of the
other party’s performance. This can arise where there is
a delay between when the parties enter into a contract
obligating themselves to the trade and when the trade is
actually executed.
Alice’s patents address that risk through an “intermediated settlement” method whereby the parties rely
on a trusted third party to ensure that both contracting
parties’ obligations are exchanged or that neither party’s
obligations are exchanged. The patented technology can
be used to verify each party’s ability to perform before
actually exchanging either of the parties’ agreed-upon
obligations.
In 2007, CLS Bank International and CLS Services
Ltd. (together, “CLS Bank”) sought a declaratory judgment that all of the claims at issue from Alice’s patents
were invalid, unenforceable, or not infringed. Alice asserted an infringement counterclaim. After the Supreme
Court issued its decision in Bilski v. Kappos,2 the parties
made cross-motions for summary judgment as to patenteligibility under 35 U.S.C. § 101. The district court found
all of Alice’s claims patent ineligible on the ground that
they were directed to the abstract idea of “employing a
neutral intermediary to facilitate simultaneous exchange
of obligations in order to minimize risk.”3
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The Federal Circuit, in a splintered en banc decision,4
affirmed, holding that Alice’s computer-readable medium
containing a computer instruction system that implemented those instructions was not eligible for patent protection. The court issued seven different opinions, and while
no single opinion was adopted by a majority, seven judges
agreed that Alice’s method and the computer-readable
medium claims lacked patent subject-matter eligibility.
B.

The Supreme Court Affirms
In a unanimous opinion written by Justice Clarence
Thomas, the Supreme Court held that Alice’s businessmethod patents are not patentable under 35 U.S.C. §
1015 because they constitute a “patent-ineligible abstract
idea.”6 Although the Court noted that an invention is not
rendered patent-ineligible simply because it involves an
abstract concept, it stated that a distinction must be drawn
between “patents that claim the building blocks of human
ingenuity and those that integrate the building blocks into
something more thereby transforming them into a patenteligible invention.”7
Referring to its 2012 ruling in Mayo Collaborative Services v. Prometheus Laboratories, Inc.,8 the Court applied a
two-part test for distinguishing patents that claim laws of
nature, natural phenomena, and abstract ideas from those
that claim patent-eligible applications of those concepts:
1. Are the claims directed to one of those patent-ineligible concepts?
2. If so, are there additional elements that transform
the nature of the claim into a patent-eligible application? This step entails a search for an “inventive
concept,” i.e., an element or combination of elements that is “sufficient to ensure that the patent in
practice amounts to significantly more than a patent upon the ineligible concept itself.”9
Citing Bilski v. Kappos,10 which held that a method
for hedging against the financial risk of price fluctuations
was a patent-ineligible abstract idea, the Court found the
concept of intermediated settlement to be “a fundamental
economic practice long prevalent in our system of commerce,”11 and the fact that Alice’s method claims require
computer implementation did not transform the abstract
idea into a patent-eligible invention.12 If a patent’s recitation of a computer amounts to a mere instruction to
implement an otherwise abstract idea, the Court held, the
addition of a computer function cannot impart patent eligibility. Otherwise, the Court stated,

3

an applicant could claim any principle
of the physical or social sciences by reciting a computer system configured to
implement the relevant concept. Such a
result would make the determination of
patent eligibility “depend simply on the
draftsman’s art,”…thereby eviscerating
the rule that “‘[l]aws of nature, natural
phenomena, and abstract ideas are not
patentable,’”….13
The Court found the function performed by the computer in the Alice process to be purely conventional, as
each step did “no more than require a generic computer
to perform generic computer functions.”14 Accordingly,
Alice’s computer system claims were “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. This
Court has long warned against interpreting §101 in ways
that make patent eligibility depend simply on the draftsman’s art.”15
C.

U.S. Patent and Trademark Office Guidelines
Following the Supreme Court’s ruling in CLS, on
June 25, 2014, the U.S. Patent and Trademark Office issued its Preliminary Instructions for Analyzing Claims with
Abstract Ideas.16 Under the Preliminary Instructions, Patent
Examiners now must apply a two-part analysis on all
claims (product and process) having an abstract idea:
Part 1. Determine whether the claim is directed to an
abstract idea. If so, proceed to Part 2.
Part 2. 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. In other words, are there other limitations in
the claim that show a patent-eligible application of the
abstract idea, e.g., more than a mere instruction to apply the abstract idea? The claim must be considered as a
whole by considering all claim elements, both individually and in combination.

III.

Limelight Networks Inc. v. Akamai Techs.
Inc.17

Held: Liability for induced patent infringement requires
the occurrence of direct patent infringement.
A.

Background
Akamai Technologies, Inc. (“Akamai”) is the exclusive licensee of a patent for a method that efficiently
delivers electronic data using a content delivery network
(CDN). Content is placed on a set of replicated servers,
and website proprietors (“content providers”) contract
with Akamai to deliver their websites’ content to individual Internet users. Akamai’s patent increases the
4

speed with which Internet users access the content of
Akamai’s customers’ websites. While Limelight Networks
Inc. (“Limelight”) carries out several of the steps claimed
in Akamai’s patent, it also requires its customers to perform one of the steps in the patent known as “tagging,”
by which the components of the customers’ websites are
stored on Limelight’s servers.
Akamai sued Limelight for both direct and induced
patent infringement, alleging that Limelight used Akamai’s patent for Limelight’s own network of servers to
provide content delivery. Limelight, however, did not
itself modify the content providers’ web pages; instead, it
instructed its customers regarding the steps they needed
to perform to do their own tagging.
The district court found no infringement on the
ground that it was the individual users, not Limelight or
its direct customers, who performed one of the steps of
the claimed method.
The Federal Circuit, sitting en banc, reversed in a 6-5
ruling, holding that a defendant can be liable for inducing patent infringement under 35 U.S.C. § 271(b)18 even
though it had not committed direct infringement under
section 271(a).19 Limelight could be liable for induced infringement, the court held, upon a showing that it knew
of the patents and induced others to perform or complete
the steps of the patented methods. It was not necessary
that a single induced entity perform all of the acts constituting the direct infringement of the patent.
B.

The Supreme Court Reverses
In a unanimous decision, the Supreme Court reversed, holding that liability for inducing patent infringement must be predicated on direct infringement by a
single entity. Where there is no direct infringement, the
Court held that there cannot be an inducement of infringement under section 271(b).
In his opinion for the Court, Justice Samuel Alito
stated that “[e]ach element contained in a patent claim
is deemed material to defining the scope of the patented
invention,” and a patentee’s rights extend only to the
claimed combination of elements and no further.”20 Because “[a] method patent claims a number of steps[,]
under this Court’s case law, the patent is not infringed
unless all the steps are carried out.”21 Therefore, “Limelight cannot be liable for inducing infringement that never
came to pass.”22 The Court explained:
[T]he reason Limelight could not have induced infringement under §271(b) is not
that no third party is liable for direct infringement; the problem, instead, is that
no direct infringement was committed.
Muniauction (which, again, we assume to
be correct) instructs that a method patent
is not directly infringed—and the patentee’s interest is thus not violated—unless
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a single actor can be held responsible for
the performance of all steps of the patent.
Because Limelight did not undertake all
steps of the ’703 patent and cannot otherwise be held responsible for all those
steps, respondents’ rights have not been
violated.23
The Court noted that the Federal Circuit’s decision
would require the courts to develop two parallel bodies
of infringement law: one for liability for direct infringement and one for liability of inducement.24
The Court rejected the argument that liability for inducement exists where two or more defendants directly
infringe, even if each defendant’s conduct, standing
alone, would not be actionable. This rationale did not apply in Limelight because it requires collective infringement
by the defendants of the plaintiff’s protected interests—
which did not occur. Relying again on Muniauction, the
Court found that “respondents’ interest in the ‘703 patent
ha[d] not been invaded.”25
The Court also found that federal aiding and abetting
statute26 did not apply:
[W]e think it unlikely that Congress had
[the aiding and abetting] doctrine in
mind when it enacted the Patent Act of
1952, given the doctrine’s inconsistency
with the Act’s cornerstone principle that
patentees have a right only to the set of
elements claimed in their patents and
nothing further.27
C.

An Invitation to Infringe?
Does the Court’s interpretation of section 271(b) allow a would-be infringer to evade liability simply by dividing performance of a method patent’s steps with another whom the infringer neither directs nor controls? If it
does, according to the Supreme Court, it will be because
of the Federal Circuit’s interpretation of section 271(a)
in Muniauction, i.e., because direct patent infringement
requires a single party to perform every step of a claimed
method. The potential consequences of the Supreme
Court’s ruling notwithstanding, the Court observed that
“[a] desire to avoid Muniauction’s natural consequences
does not justify fundamentally altering the rules of inducement liability that the text and structure of the Patent
Act clearly require—an alteration that would result in its
own serious and problematic consequences, namely, creating for §271(b) purposes some free-floating concept of
‘infringement’ both untethered to the statutory text and
difficult for the lower courts to apply consistently.”28
D.

Application of Limelight in the District Courts
In Adrea, LLC v. Barnes & Noble, Inc.,29 an allegedly
infringing second encryption process was performed
by a non-defendant. Citing Limelight, the district court
stated that because no individual defendant had ex-
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ecuted all the steps of the method patent, even though
two different businesses had executed all the steps of the
method, one of the businesses could not have induced
the infringement of the other because there was no direct
infringement.
In Emblaze Ltd. v. Apple Inc.30 Apple was granted summary judgment of noninfringement of certain claims in
light of Limelight on the ground that the infringement
allegations had been made against more than one entity,
including a content provider and an operator of a client
computer such as a smart phone or tablet. Other claims
survived summary judgment based on the opinion of
Emblaze’s expert opined that Apple had induced a single
entity to perform all of the steps of those claims.

IV.

Octane Fitness, LLC v. ICON Health & Fitness,
Inc.31

Held: An “exceptional case” for awarding attorneys’ fees
under the patent law32 is one that stands out from others
with respect to the substantive strength of a party’s litigation position or the unreasonable manner in which the
case was litigated.
A.

Background
ICON Health & Fitness, Inc. owns a patent for an elliptical exercise machine that allows for adjustments to fit
the individual stride paths of users. ICON sued Octane
Fitness, LLC, alleging that the Octane’s exercise machines
infringed several claims of ICON’s patent.
The district court granted Octane’s motion for summary judgment, concluding that Octane’s machines did
not infringe ICON’s patent.33 The court denied Octane’s
motion for attorneys’ fees on the ground that under the
test applied in Brooks Furniture Mfg., Inc. v. Dutailier Int’l,
Inc.,34 Octane could not show that ICON’s claim was
objectively baseless or that ICON had brought it in bad
faith.35
The Federal Circuit affirmed the denial of attorneys’
fees, rejecting Octane’s argument that the district court
had applied “an overly restrictive standard in refusing
to find the case exceptional under § 285.”36 The court
declined to revisit “the settled standard for exceptionality.”37 In an earlier case, the Federal Circuit had held that
litigation is objectively baseless only if it is “so unreasonable that no reasonable litigant could believe it would
succeed” and that litigation is brought in bad faith only
if the plaintiff “actually know[s]” that it is objectively
baseless.38
B.

The Supreme Court Reverses
In a unanimous opinion written by Justice Sonia Sotomayor, the Court rejected the Brooks Furniture “exceptional case” test:
We hold…that an “exceptional” case is
simply one that stands out from others
5

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.39
The Court offered direction to district courts as to
“the totality of the circumstances” in a footnote setting
forth a nonexclusive list of factors—drawn from its copyright attorneys’ fees decision Fogerty v. Fantasy, Inc.40—
including “frivolousness, motivation, objective unreasonableness (both in the factual and legal components of the
case) and the need in particular circumstances to advance
considerations of compensation and deterrence.”41 The
Court opined that the framework established by the
Federal Circuit in Brooks Furniture was “unduly rigid”
as it “impermissibly encumbers the statutory grant of
discretion to district courts.”42 Analyzing the statutory
term “exceptional,” the Court reasoned that it should be
accorded its ordinary meaning.43
The Court also rejected the “clear and convincing”
standard of review used by the Federal Circuit, finding
that nothing in section 285 justified such a high standard
of proof. Rather, the standard should be a “preponderance of the evidence,” which is what has always governed patent infringement litigation.44
In an opinion issued concurrently with Octane Fitness, Highmark Inc. v. Allcare Health Mgmt. Sys., Inc.,45
the Court built upon Octane Fitness by holding that an
appellate court “should apply an abuse-of-discretion
standard in reviewing all aspects of a district court’s §285
determination.”46
C.

Effect on Trademark and Copyright Litigation?
The trademark statute incorporates identical language, i.e., the court may award attorney fees to the
prevailing party “in exceptional cases.”47 It would be
reasonable, therefore, to expect that going forward the
new standard in Octane will apply in trademark litigations as well. But Octane is not likely to have any bearing
on copyright litigation, as the Copyright Act does not require a case to be exceptional for an award of attorneys’
fees.48
D.

Application of Octane Fitness by the District
Courts
In Lumen View Tech., LLC v. Findthebest.com, Inc.,49 the
court applied the “nonexhaustive list of factors” set forth
in footnote 6 of Octane Fitness50 and found the case to be
exceptional under the totality of the circumstances.51 The
court first found the case “frivolous” and “objectively
unreasonable” because even the most basic pre-suit in-
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vestigation by the plaintiff would have revealed that the
defendant did not employ one of the required steps, even
under the plaintiff’s own claim construction.52 Second,
the court found that the plaintiff’s motivation in bringing
the litigation was “to extract a nuisance settlement from
[defendant] on the theory that [defendant] would rather
pay an unjustified license fee than bear the costs of the
threatened expensive litigation.”53 Third, the court stated
that finding the case exceptional would be a deterrent to
engaging in such predatory litigation.54 The court concluded that “[t]he question of whether this case is exceptional is not close, and fee shifting in this case will ‘serve
as an instrument of justice.’”55
In Cognex Corp. v. Microscan Sys.,56 the court found
the case exceptional under Octane Fitness and awarded
attorneys’ fees to the plaintiff in part because the defendants had engaged in “unreasonable litigation tactics”
that “wasted the Court’s time” and “required plaintiffs
to expend significant resources.”57 The court cited as an
example the fact that the defendants’ post-trial motions
“simply relitigate[d] issues that had already been decided
by this Court during trial.”58
In contrast, the court in Realtime Data, LLC v. CME
Group, Inc.59 held that the case was not exceptional and
denied attorneys’ fees to the defendants, finding the
plaintiff’s conduct “not so extreme or unreasonable that
th[e] case ‘[stood] out from others.’”60 The defendants
maintained that the plaintiff should have abandoned the
case following claim construction, noting that the plaintiff
had lost on summary judgment. But the court reasoned
that this “does not itself amount to unreasonable or baseless conduct.”61 The plaintiff also submitted a privilege
log that subsequently required significant revisions, necessitating a great deal of time and attention on the part
of the defendants, but the court also did not consider it
to be so unreasonable as to justify an award of attorneys’
fees.62
The court in Kaneka Corp. v. Zhejiang Med. Co.63 also
found the case not exceptional. The defendants asserted
that they should be awarded attorneys’ fees because the
plaintiff had refused to stipulate to noninfringement after the claim construction ruling, where a similar claim
construction ruling on the same patents and accused
products had led to a finding of noninfringement in a
previously concluded ITC case.64 The court explained,
however, that a claim construction ruling “does not suffice to end a case at the trial court” and that the claim
construction order “did not legally determine the issue.”65
Without an analysis of infringement and validity, the
court stated, an appellate court cannot properly exercise
its appellate jurisdiction, which would put the plaintiff
in an untenable position.66 In addition, the court pointed
out, the ITC determination of noninfringement was not
binding on the district court.67
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V.

Nautilus, Inc. v. Biosig Instruments, Inc.68

Held: A patent is invalid for being indefinite if its claims
fail to inform, with reasonable certainty, one skilled in the
art about the scope of the invention.
A.

Background
Biosig Instruments, Inc. (“Biosig”) is the assignee
of a patent that involves a heart-rate monitor used with
exercise equipment. Needing to measure ECG signals
that accompany each heart beat, prior heart-rate monitors
were inaccurate due to EMG signals, which are generated by a user’s arm movements. Biosig’s patent claims
that it eliminates that impediment by differentiating between the two types of signals and filtering out the EMG
signals. It accomplishes this through the use of two sets
of a electrodes, with each set having one live and one
common electrode mounted “in spaced relationship with
each other.”69
After claim construction, Nautilus moved for, and
was granted, summary judgment on the ground that the
term “spaced relationship” was indefinite under §112,
¶270 under the court’s construction, which indicated only
that the “spaced relationship” must be the same for each
set of electrodes. The district court concluded that this
limitation “did not tell [the court] or anyone what precisely the space should be” or even supply “any parameters” for determining the appropriate spacing.71
Applying its “insolubly ambiguous” and “not
amenable to construction” tests, the Federal Circuit reversed the district court and remanded because “the
’753 patent discloses certain inherent parameters of the
claimed apparatus, which to a skilled artisan may be sufficient to understand the metes and bounds of ‘spaced
relationship.’”72
B.

The Supreme Court Reverses
In another unanimous decision, this one authored by
Justice Ruth Bader Ginsburg, the Supreme Court concluded that “the Federal Circuit’s formulation, which tolerates
some ambiguous claims but not others, does not satisfy
[35 U.S.C. §112’s] definiteness requirement.”73 Replacing
the Federal Circuit’s “insolubly ambiguous” and “not
amenable to construction” tests, the Supreme 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.”74 The Court did not express an opinion on
the validity of the patent, instead remanding that issue to
the Federal Circuit under the new standard.
The Court rejected the Federal Circuit’s “not amenable to construction” or “insolubly ambiguous” test on the
ground that it was “more amorphous than the statutory
definiteness requirement allows.”75
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Those formulations can breed lower court
confusion, for they lack the precision
§112, ¶2 demands. It cannot be sufficient
that a court can ascribe some meaning to
a patent’s claims; the definiteness inquiry
trains on the understanding of a skilled
artisan at the time of the patent application, not that of a court viewing matters
post hoc. To tolerate imprecision just short
of that rendering a claim “insolubly ambiguous” would diminish the definiteness requirement’s public-notice function
and foster the innovation-discouraging
“zone of uncertainty,” against which this
Court has warned.76
In determining the metes and bounds of the requirement set forth in 35 U.S.C. §112—that a patent’s specification concludes with “one or more claims particularly
pointing out and distinctly claiming the subject matter
which the applicant regards as his invention”—the Court
traced the history of the statute through the Patent Acts of
1870 and 1790 all the way back to the Constitution, which
states that a patent’s “boundaries should be clear.”77 In
its analysis, the Court confirmed well-known aspects of
evaluating definiteness: (1) “definiteness is to be evaluated from the perspective of someone skilled in the relevant
art;” (2) “claims are to be read in light of the patent’s specification and prosecution history”; and (3) “definiteness
is measured from the viewpoint of a person skilled in the
art at the time the patent was filed.”78
The basic question the Court tried to settle was how
much imprecision section 112 tolerates. Recognizing that
section 112 “entails a delicate balance” and that “the definiteness requirement must take into account the inherent
limitations of language,” the Court opined that while
“the price of ensuring the appropriate incentives for innovation” is “some modicum of uncertainty,” “[a]t the
same time, a patent must be precise enough to afford clear
notice of what is claimed, thereby apprising the public
of what is still open to them. Otherwise there would be a
zone of uncertainty which enterprise and experimentation
may enter only at the risk of infringement claims.”79 The
Court also warned that “absent a meaningful definiteness
check…patent applicants face powerful incentives to inject ambiguity into their claims.” The Court advised that
this temptation should be eliminated and that “the patent
drafter is in the best position to resolve the ambiguity in
patent claims.”80
In an attempt to balance these competing concerns,
the Court came to its holding by reading “§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.”81

7

C.

Application of Nautilus in the Courts
The new standard was applied in Fla. Atl. Univ.
Research Corp. v. Acer, Inc.,82 in which the court held the
patent invalid for indefiniteness on summary judgment
because it did not “clearly link corresponding structure
to the [claimed means].”83 The court found that the plaintiffs had not rebutted the defendants’ evidence because
they had not shown that one of ordinary skill in the
art “would know what specific structures perform the
means for recognizing function set out in the Patent.”84
The court in SourceProse Corp. v. AT&T Mobility85
found one of the claims not indefinite under the new
standard because the specification’s description of one
of the figures “provides a workable definition in context
of a preferred embodiment.” The court held that this
description provided “substantial guidance for a person
skilled in the art to understand the bounds of the term.”86
In Hand Held Prods. v. Amazon.com, Inc.,87 the court refused to hold the claims indefinite, sidestepping the new
Supreme Court standard for indefiniteness by stating the
requirement that “[t]he party alleging that the specification fails to disclose sufficient corresponding structure
must make that showing by clear and convincing evidence.”88 Here, the alleged infringer provided no expert
testimony or other evidence to assist the court in determining “whether, for a specific function, the description
in the specification is adequate from the viewpoint of a
person of ordinary skill in the field of the invention.”89
Similarly, the court in Bluestone Innovations LLC v.
Nichia Corp.90 required evidence showing that someone
skilled in the relevant art would be unable to ascertain
the scope of the claims with reasonable certainty. The
court stated: “[D]efendants fail to state in their brief what
precisely would be unclear about the disputed term to a
person skilled in the relevant art. Moreover, the term can
be readily construed using general principles of claim
construction as noted by plaintiff.”91

VI. Observations
The Supreme Court closed out its term taking an
activist stance against the Federal Circuit and patent
holders, with holdings in four cases that made it harder
to obtain and enforce patent rights at different stages of a
patent’s life. Applications before the USPTO and patents
in court will be more highly scrutinized for whether they
claim patent-eligible subject matter and for indefiniteness; a lowered bar for awarding attorneys’ fees will
force patent holders to scrutinize their positions more
thoroughly before filing suit and may deter some from
filing meritorious lawsuits; and liability for inducing
patent infringement will be harder to prove when there
is more than one actor performing the steps of a method
claim.

8

In three of the four cases discussed above, the Supreme Court reversed the Federal Circuit unanimously
and leveled some severe criticism at the lower court.
For example, it derided the Federal Circuit for “fundamentally misunderstanding what it means to infringe
a method patent.”92 It also called the framework established by the Federal Circuit for section 285 “unduly rigid
[and] impermissibly encumber[ing] the statutory grant
of discretion to district courts” by “superimpos[ing] an
inflexible framework onto statutory text that is inherently
flexible.”93 The Court further accused the Federal Circuit
of “leav[ing] courts and the patent bar at sea without a
reliable compass” by maintaining a formulation that “tolerates some ambiguous claims but not others [and] does
not satisfy [section 112’s] definiteness requirements.”94
With these decisions, the Supreme Court seems to be
telling the Federal Circuit that it cannot continue to take
patent law in a direction of its choosing but instead needs
to refocus on the statutory text.
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