United States Court of Appeals Federal Circuit

In re Stephen W. COMISKEY
No. 2006-1286
Serial No. 09/461,742
Sept. 20, 2007
Background: Patent applicant appealed from decision of the Board of Patent Appeals
and Interferences, affirming patent examiner's rejection of claims of his application as

obvious.

Holdings: The Court of Appeals, Dyk, Circuit Judge, held that:

(1) Court of Appeals could address issue of patentable subject matter on appeal;

(2) a method for a mandatory arbitration resolution regarding unilateral and contractual
documents was unpatentable subject matter;

(3) claims which, under the broadest reasonable interpretation, could require the use of a
computer as part of claimed arbitration system, claimed patentable subject matter; and

(4) remand to the Patent and Trademark Office (PTQO) was required for the PTO to
determine, in the first instance, whether claims that added a modern general purpose
computer or modern communication devices to an otherwise unpatentable mental process
were invalid as obvious.

Affirmed in part, vacated in part, and remanded.

West Headnotes

[1] KeyCite this headnote

291 Patents
29111 Patentability
29111(A) Invention; Obviousness
291k16 Invention and Obviousness in General
291k16(1) k. In General. Most Cited Cases

First door which must be opened on the difficult path to patentability is statute requiring
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subject matter of application to be patentable. 35 U.S.C.A. § 101.

[2] KeyCite this headnote

291 Patents
29111 Patentability
29111(A) Invention; Obviousness
291k16 Invention and Obviousness in General
291k16(1) k. In General. Most Cited Cases

291 Patents KeyCite this headnote
29111 Patentability
29111(B) Novelty
291k37 k. Nature and Necessity of Patentable Novelty. Most Cited Cases

Only if the requirements of patentable subject matter are satisfied is the inventor allowed
to pass through to the other requirements for patentability, such as novelty and non-
obviousness. 35 U.S.C.A. 88 101, 102, 103.

[3] KeyCite this headnote

291 Patents
2911V Applications and Proceedings Thereon
291k104 k. Examination and Proceedings on Application in General. Most Cited
Cases

Patent examiner's obligation to determine what type of discovery is sought to be patented,
so as to determine whether it is the kind of discovery that the patent statute was enacted
to protect, must precede the determination of whether that discovery is, in fact, new or
obvious. T35 U.S.C.A. § 101.

[4] KeyCite this headnote

291 Patents
2911V Applications and Proceedings Thereon
291k113 Appeals from Decisions of Commissioner of Patents
291k113(6) k. Review on Appeal in General. Most Cited Cases

Court of Appeals could address the issue of patentable subject matter on appeal from
Patent and Trademark Office's (PTO) rejection of patent application as obvious, where
there were no relevant fact issues that had to be resolved in order to address the issue of
patentability. 5 U.S.C.A. § 706; 35 U.S.C.A. 8§ 101, 144.

[5] KeyCite this headnote

15A Administrative Law and Procedure
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15AV Judicial Review of Administrative Decisions
15AV(D) Scope of Review in General
15AKk753 k. Theory and Grounds of Administrative Decision. Most Cited Cases

Reviewing court can and should affirm an agency decision on a legal ground not relied
on by the agency if there is no issue of fact, policy, or agency expertise. 5 U.S.C.A. §
706.

[6] KeyCite this headnote

291 Patents
2911V Applications and Proceedings Thereon
291k113 Appeals from Decisions of Commissioner of Patents
291k113(8) k. Determination and Disposition of Cause. Most Cited Cases

The same rules governing affirmance of agency action on a ground not relied on below
necessarily apply in the Patent and Trademark Office (PTO) context as in the
administrative context generally. 5 U.S.C.A. 8 706.

[7] KeyCite this headnote

291 Patents
291XI1 Infringement
291XI11(C) Suits in Equity
291k324 Appeal
291k324.5 k. Scope and Extent of Review in General. Most Cited Cases

Whether asserted patent claims are invalid for failure to claim statutory subject matter is a
question of law which Court of Appeals reviews without deference. 35 U.S.C.A. 8 101.

[8] KeyCite this headnote

291 Patents
2911V Applications and Proceedings Thereon
291k113 Appeals from Decisions of Commissioner of Patents
291k113(6) k. Review on Appeal in General. Most Cited Cases

As a question of law, lack of statutory subject matter in patent application is a ground for
affirmance within the power of the appellate court to formulate. 35 U.S.C.A. 8§ 101.

[9] KeyCite this headnote

170B Federal Courts
170BVIII Courts of Appeals
170BVIII(H) Briefs
170Bk712 k. Briefs in General. Most Cited Cases
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170B Federal Courts KeyCite this headnote
170BV 111 Courts of Appeals
170BVI1I(K) Scope, Standards, and Extent
170BVII(K)1 In General
170Bk753 k. Questions Considered in General. Most Cited Cases

A court may consider an issue antecedent to, and ultimately dispositive of, the dispute
before it, even an issue the parties fail to identify and brief.

[10] KeyCite this headnote

291 Patents
29111 Patentability
29111(A) Invention; Obviousness
291k16.2 k. Ideas and Abstract Principles. Most Cited Cases

When an abstract concept has no claimed practical application, it is not patentable. 35
U.S.C.A. §101.

[11] KeyCite this headnote

291 Patents
2911 Subjects of Patents
291k4 Arts
291k7.11 k. Use or Operation of Machine or Apparatus as Affecting Process. Most
Cited Cases

Claim in patent application that involves both a mental process and one of the other
categories of statutory subject matter, i.e., a machine, manufacture, or composition, may
be patentable under statute requiring patentable subject matter. 35 U.S.C.A. § 101.

[12] KeyCite this headnote

291 Patents
2911 Subjects of Patents
291k4 Arts
291k7 k. Process or Methods in General. Most Cited Cases

Mental processes--or processes of human thinking--standing alone are not patentable
even if they have practical application. 35 U.S.C.A. § 101.

[13] KeyCite this headnote

291 Patents
2911 Subjects of Patents
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291k4 Arts
291Kk7.14 k. Particular Processes or Methods as Constituting Invention. Most Cited
Cases

Statute requiring subject matter of patent application to be patentable does not allow
patents to be issued on particular business systems, such as a particular type of
arbitration, that depend entirely on the use of mental processes. 35 U.S.C.A. § 101.

[14] KeyCite this headnote

291 Patents
2911 Subjects of Patents
291k4 Arts
291k7 k. Process or Methods in General. Most Cited Cases

The patent statute does not allow patents on particular systems that depend for their
operation on human intelligence alone, a field of endeavor that both the framers of the
Constitution and Congress intended to be beyond the reach of patentable subject matter;
thus, the application of human intelligence to the solution of practical problems is not in
and of itself patentable. 35 U.S.C.A. § 101.

[15] KeyCite this headnote

291 Patents
2911 Subjects of Patents
291k4 Arts
291Kk7.14 k. Particular Processes or Methods as Constituting Invention. Most Cited
Cases

Claims in patent application for a method for mandatory arbitration resolution regarding
unilateral and contractual documents recited unpatentable subject matter; claims did not
require a machine, or describe a process of manufacture or a process for the alteration of
a composition of matter, but rather claimed the mental process of resolving a legal
dispute between two parties by the decision of a human arbitrator. 35 U.S.C.A. § 101.

[16] KeyCite this headnote

291 Patents
2911 Subjects of Patents
291k4 Arts
291Kk7.14 k. Particular Processes or Methods as Constituting Invention. Most Cited
Cases

Claims in patent application which, under the broadest reasonable interpretation, could
require the use of a computer as part of claimed arbitration system, claimed patentable
subject matter by combining the use of machines with a mental process. 35 U.S.C.A. §
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101.

[17] KeyCite this headnote

291 Patents
2911 Subjects of Patents
291k4 Arts
291k7.11 k. Use or Operation of Machine or Apparatus as Affecting Process. Most
Cited Cases

When an unpatentable mental process is combined with a machine, the combination may
produce patentable subject matter. 35 U.S.C.A. § 101.

[18] KeyCite this headnote

291 Patents
2911 Subjects of Patents
291k4 Arts
291k7.11 k. Use or Operation of Machine or Apparatus as Affecting Process. Most
Cited Cases

The mere use of the machine to collect data necessary for application of a mental process
may not make the claim patentable subject matter. 35 U.S.C.A. § 101.

[19] KeyCite this headnote

291 Patents
2911V Applications and Proceedings Thereon
291k113 Appeals from Decisions of Commissioner of Patents
291k113(8) k. Determination and Disposition of Cause. Most Cited Cases

After it was determined that claims in patent application recited statutory subject matter,
remand to the Patent and Trademark Office (PTO) was required for the PTO to
determine, in the first instance, whether claims that added a modern general purpose
computer or modern communication devices to an otherwise unpatentable mental process
were invalid as obvious. 35 U.S.C.A. § 103.

[20] KeyCite this headnote

291 Patents
29111 Patentability
29111(A) Invention; Obviousness
291k16.29 k. Electricity, Electronics and Radio. Most Cited Cases

The routine addition of modern electronics to an otherwise unpatentable invention
typically creates a prima facie case of obviousness. 35 U.S.C.A. § 103.
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*1368 Before MICHEL, Chief Judge, DYK and PROST, Circuit Judges.

DYK, Circuit Judge.

Appellant Stephen W. Comiskey ("Comiskey") appeals the decision of the Board of
Patent Appeals and Interferences ("Board") affirming the examiner's rejection of claims
1-59 of his patent application as obvious in view of the prior art and therefore
unpatentable under 35 U.S.C. § 103. We do not reach the Board's obviousness rejection
of the independent claims under § 103 because we conclude that Comiskey's independent
claims 1 and 32 and most of their dependent claims are unpatentable subject matter under
35 U.S.C. 8 101. We conclude that independent claims 17 and 46 (and their dependent
claims) and dependent claims 15, 30, 44, and 58 recite statutory subject matter but
remand to the PTO to determine whether the addition of a general purpose computer or
modern communication devices to Comiskey's otherwise unpatentable mental process
would have been obvious. We therefore affirm-in-part, vacate-in-part, and remand.

BACKGROUND
|

Comiskey's patent application No. 09/461,742 claims a method and system for mandatory
arbitration involving legal documents, such as wills or contracts. According to the
application, the claimed "program ... requires resolution by binding arbitration of any
challenge or complaint concerning any unilateral document ... [or] contractual
document.”

Independent claim 1 recites a "method for mandatory arbitration resolution regarding
one or more unilateral documents” involving the following steps. First, the unilateral
document and its author are enrolled. Second, arbitration language is incorporated in the
unilateral document requiring that any contested issue related to the document be


https://creditcard.westlaw.com/KeyCite/Default.wl?CMD=KC&SerialNum=2013222953&LocateString=HD%28501%29%2CCL%28H%2CO%29%2CDC%28A%2CL%2CO%2CD%2CG%2CM%2CX%2CY%2C1%2C2%2C3%2C4%2C5%2C6%2C7%2C8%2C9%2C0%2CET%29%2CDT%28E%2CD%2CC%2CM%29&AP=&mlac=FY&RS=CCWL8.04&VR=2.0
https://creditcard.westlaw.com/Find/Default.wl?DB=4074&SerialNum=1993330626&FindType=Y&AP=&mlac=FY&RS=CCWL8.04&VR=2.0
https://creditcard.westlaw.com/Find/Default.wl?DB=4074&SerialNum=1998311600&FindType=Y&AP=&mlac=FY&RS=CCWL8.04&VR=2.0
https://creditcard.westlaw.com/Find/Default.wl?DB=4074&SerialNum=2001130032&FindType=Y&AP=&mlac=FY&RS=CCWL8.04&VR=2.0
https://creditcard.westlaw.com/Find/Default.wl?DB=WLD%2DPEOPLECITE&DocName=0379767101&FindType=h&AP=&mlac=FY&RS=CCWL8.04&VR=2.0
https://creditcard.westlaw.com/Find/Default.wl?DB=WLD%2DPEOPLECITE&DocName=0363090801&FindType=h&AP=&mlac=FYFY&RS=CCWL8.04&VR=2.0
https://creditcard.westlaw.com/Find/Default.wl?DB=WLD%2DPEOPLECITE&DocName=0329247201&FindType=h&AP=&mlac=FYFYFY&RS=CCWL8.04&VR=2.0
https://creditcard.westlaw.com/Find/Default.wl?DB=WLD%2DPEOPLECITE&DocName=0241391201&FindType=h&AP=&mlac=FYFYFYFY&RS=CCWL8.04&VR=2.0
https://creditcard.westlaw.com/Find/Default.wl?DB=WLD%2DPEOPLECITE&DocName=0127930301&FindType=h&AP=&mlac=FYFYFYFYFY&RS=CCWL8.04&VR=2.0
https://creditcard.westlaw.com/Find/Default.wl?DB=WLD%2DPEOPLECITE&DocName=0324402101&FindType=h&AP=&mlac=FYFYFYFYFYFY&RS=CCWL8.04&VR=2.0
https://creditcard.westlaw.com/Find/Default.wl?DB=WLD%2DPEOPLECITE&DocName=0127930301&FindType=h&AP=&mlac=FYFYFYFYFYFYFY&RS=CCWL8.04&VR=2.0
https://creditcard.westlaw.com/Find/Default.wl?DB=1000546&DocName=35USCAS103&FindType=L&AP=&mlac=FYFYFYFYFYFYFYFY&RS=CCWL8.04&VR=2.0
https://creditcard.westlaw.com/Find/Default.wl?DB=1000546&DocName=35USCAS103&FindType=L&AP=&mlac=FYFYFYFYFYFYFYFY&RS=CCWL8.04&VR=2.0
https://creditcard.westlaw.com/Find/Default.wl?DB=1000546&DocName=35USCAS101&FindType=L&AP=&mlac=FYFYFYFYFYFYFYFY&RS=CCWL8.04&VR=2.0

presented to the pre-chosen arbitration program for binding arbitration. Third, the method
"requir[es] a complainant [sic] to submit a request for arbitration resolution.” Fourth, the
method conducts arbitration resolution. Fifth, the method provides "support to the
arbitration.” Finally, the method determines "an award or decision... [that] is final and
binding." [EN1] Independent claim 32 is practically *1369 identical to claim 1, except
that it refers to contractual documents rather than unilateral documents. [FN2] Although
the application's written description references "an automated system and method for
requiring resolution through binding arbitration™ and "a mandatory arbitration system
through a computer on a network," claims 1 and 32 do not reference, and the parties
agree that these claims do not require, the use of a mechanical device such as a computer.

FN1. Claim 1 states in full:

A method for mandatory arbitration resolution regarding one or more unilateral
documents comprising the steps of:

enrolling a person and one or more unilateral documents associated with the person
in a mandatory arbitration system at a time prior to or as of the time of creation of or
execution of the one or more unilateral documents;

incorporating arbitration language, that is specific to the enrolled person, in the
previously enrolled unilateral document wherein the arbitration language provides
that any contested issue related to the unilateral document must be presented to the
mandatory arbitration system, in which the person and the one or more unilateral
documents are enrolled, for binding arbitration wherein the contested issue
comprises one or more of a challenge to the documents, interpretation of the
documents, interpretation requiring a complainant to submit a request for arbitration
resolution to the mandatory arbitration system wherein the request is directed to the
contested issue related to the unilateral document containing the arbitration
language;

conducting arbitration resolution for the contested issue related to the unilateral
document in response to the request for arbitration resolution;

providing support to the arbitration; and

determining an award or a decision for the contested issue related to the unilateral
document in accordance with the incorporated arbitration language, wherein the
award or the decision is final and binding with respect to the complainant.

ENZ2. In addition, Claim 32 notes that the inserted arbitration language would cover
a challenge to the contractual document "by any party to the Contract or by any
alleged third party beneficiary of the Contract.” It also notes that the party
submitting a request for arbitration resolution could be "a party to the Contractual
document [or] a party so designated in the contractual document.”
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Independent claim 17 recites a "system for mandatory arbitration resolution regarding
one or more unilateral documents.” It includes the following limitations: (1) a registration
module to register the unilateral document and its executor; (2) an arbitration module for
incorporating to store and provide arbitration language that requires any contested issue
related to the unilateral document be presented to the system; (3) "an arbitration
resolution module” that enables "a complainant to submit a request for arbitration
resolution™; and (4) "a means for selecting an arbitrator from an arbitrator database™ and
"providing support to the arbitrator ... where the arbitrator determines an award or a
decision...[that] is final and binding.” [FN3] Independent claim 46 is practically identical
to claim 17, except that it refers to contractual documents rather than unilateral
documents. [FN4] Four dependent claims (claims 15, 30, 44, and 58) also explicitly
require use of a computer or other machine. Each states, in full: "[tJhe method[/system]
of claim [1, 17, 32, or 46] wherein access to the mandatory arbitration *1370 is
established through the Internet, intranet, World Wide Web, software applications,
telephone, television, cable, video [or radio], magnetic, electronic communication, or
other communication means."

FN3. Claim 17 states in full:

A system for mandatory arbitration resolution regarding one or more
unilateral documents comprising:

a registration module for enrolling a person who is executing and one or more
unilateral documents associated with the person in a mandatory arbitration system at
a time prior to or as of the time of creation of or execution of the one or more
unilateral documents;

an arbitration module for incorporating arbitration language, that is specific to the
enrolled person, in the previously enrolled unilateral document wherein the
arbitration language provides that any contested issue related to the unilateral
document must be presented to the mandatory arbitration system, in which the
person and the one or more unilateral documents are enrolled, for binding
arbitration wherein the contested issue comprises one or more of a challenge to the
documents, interpretation of the documents, interpretation or application of terms of
the documents and execution of the documents or terms of the documents; and for
providing this arbitration language to the enrolled person;

an arbitration resolution module for requiring a complainant to submit a request for
arbitration resolution to the mandatory arbitration system wherein the request is
directed to the contested issue related to the unilateral document containing the
arbitration language; and

a means for selecting an arbitrator from an arbitrator database to conduct an
arbitration resolution for the contested issue related to the unilateral document in
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response to the request for arbitration resolution, for providing support to the
arbitrator, and where the arbitrator determines an award or a decision for the
contested issue related to the unilateral document in accordance with the
incorporated arbitration language, wherein the award or the decision is final and
binding with respect to the complainant.

FN4. Claim 46 also notes that the party submitting a request for arbitration may be
"a party to the contractual document [or] a party so designated in the contractual
document.”

Comiskey filed his patent application with the United States Patent and Trademark Office
("PTQO™) on December 16, 1999. On March 28, 2001, the examiner issued a first office
action rejecting claims 1-9, 11-24, 26-38, 40-52, and 54- 59 under 35 U.S.C. 8§ 103(a) as
unpatentable over Ginter, U.S. Patent No. 6,185,683 (‘683 patent), in view of Perry, U.S.
Patent No. 5,241,466 (‘466 patent), and Walker, U.S. Patent No. 5,794,207 (‘207 patent).
Ginter discloses an electronic system for securely delivering documents from the sender
to the recipient through the electronic equivalent of a "personal document carrier” that
can validate transactions as well as actively participate in the transaction by, among other
things, providing arbitration. '683 patent "Abstract.” Walker discloses an electronic
system that allows buyers to submit binding purchase offers and sellers to create
contracts by accepting a purchase offer on its terms. It also teaches the inclusion of
language in the purchase offers “requiring that both parties submit to binding arbitration
of all disputes™ and suggests that a ""central controller ... can support the arbitration
process by providing an arbiter for each dispute.” '207 patent col.30 11.47-54. Perry
discloses an electronic central depository for secure storage and rapid retrieval of
unilateral documents such as wills. The examiner also found claims 10, 25, 39, and 53
(which added the additional limitation of displaying an "arbitration schedule")
unpatentable over Ginter in view of a document entitled "Arbitration Fee Schedule.” The
examiner's final office action on May 30, 2001, provided the same basis for rejection.
Comiskey filed an amendment after final rejection on August 29, 2001, "to more
distinctly claim and particularly point out” the aspects of his invention that he believed
were novel, namely pre-enrolling the person in a mandatory arbitration system, including
language in the document requiring submission of disputes to this pre-chosen system, and
enabling a person to submit a dispute pertaining to the document to this pre-chosen
system for binding arbitration. On December 31, 2001, the examiner mailed a final
rejection of the amended claims, which rejected the claims on the same basis. After
Comiskey filed a request for continued examination, the finality of the prior office action
was withdrawn, and the examiner mailed another non-final rejection on July 9, 2002,
based again on the same grounds. In response, Comiskey submitted a "declaration of long
felt need" on October 1, 2002, claiming that based on his experience representing clients
involved in family disputes concerning unilateral documents, he believed his invention
addressed an area of long felt need. On November 6, 2002, the examiner mailed a final
rejection based on the same reasons as the prior office actions and rejected Comiskey's
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assertion of long felt need on the ground that the cited prior art references had recognized
and addressed the problem prior to Comiskey.

Comiskey appealed, and on November 30, 2005, the Board affirmed the examiner's
rejection. The Board concluded that because all of the independent claims were argued
together they stood or fell together, and it chose claim 32 as representative. It concluded
that the combination of Ginter and Walker rendered this claim obvious. Despite
concluding that all of the independent claims stood or fell together, the Board proceeded
to consider claims 1 and 17, directed to unilateral documents, separately. It concluded
that the addition of Perry to Ginter and Walker rendered *1371 these claims obvious.
Finally, the Board considered and affirmed the examiner's rejection of claims 10, 25, 39,
and 53 as obvious in light of Ginter, Perry, Walker, and the "Arbitration Fee Schedule."
Comiskey timely appealed to this court. We have jurisdiction under 28 U.S.C. 8§
1295(a)(4)(A) (2000). After oral argument, we requested supplemental briefing directed
at the patentability of the subject matter of Comiskey's application under 35 U.S.C. §
101. In the supplemental briefing, Comiskey argued for the first time that we lacked the
power to consider a ground for rejection not relied on below. Alternatively, Comiskey
argued that his application was patentable under § 101, and that the subject matter of his
application did not fall within an exception to patentability, such as an abstract idea,
natural phenomena, or law of nature.

The PTO urged that this court could properly consider the 8 101 issue. Indeed, the PTO
urged that this court resolve the case on this ground to "give the Office needed guidance
in this area.” PTO Supp. Br. 15. The PTO argued that Comiskey's independent claims
were directed at an unpatentable abstract idea, and not a patentable process, because they
neither were tied to a particular machine nor operated to change materials to a different
state or thing. Rather the claims impermissibly "encompasse[d] a method of controlling
how humans interact with each other to resolve a dispute, based on a human arbitrator's
perception of the dispute.” PTO Supp. Br. 12.

DISCUSSION

[1]1[2][3] We do not reach the ground relied on by the Board below-- that the claims were
unpatentable as obvious over Ginter in view of Walker, Perry, and "Arbitration Fee
Schedule"--because we conclude that many of the claims are "barred at the threshold by §
101." Diamond v. Diehr, 450 U.S. 175, 188, 101 S.Ct. 1048, 67 L.Ed.2d 155 (1981). It is
well-established that "[t]he first door which must be opened on the difficult path to
patentability is 8§ 101." State St. Bank & Trust Co. v. Signature Fin. Group, Inc., 149 F.3d
1368, 1372 n. 2 (Fed.Cir.1998) (quoting In re Bergy, 596 F.2d 952, 960 (CCPA 1979)).
Only if the requirements of § 101 are satisfied is the inventor "allowed to pass through
to" the other requirements for patentability, such as novelty under § 102 and, of
pertinence to this case, non-obviousness under § 103. See id. As the Supreme Court
stated in Parker v. Flook, 437 U.S. 584, 98 S.Ct. 2522, 57 L.Ed.2d 451 (1978), "[t]he
obligation to determine what type of discovery is sought to be patented [so as to
determine whether it is 'the kind of "discoveries" that the statute was enacted to protect’]
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must precede the determination of whether that discovery is, in fact, new or obvious." 1d.
at 593, 98 S.Ct. 2522 (emphases added).

The PTO acknowledges that the examiner, consistent with his obligation under the cases,
must have addressed the predicate issue of patentable subject matter and implicitly
concluded that the claims met the requirements of § 101. See Oral Arg. Tr. 18:40. For the
reasons discussed below, we disagree. See also Manual of Patent Examining Procedures
("MPEP") § 2106 "Guidelines Flowchart" (Rev.5, Aug. 2006) (listing the steps an
examiner should follow in determining patentability, with "determine whether the
claimed invention complies with ... 101" listed before "determine whether the claimed
invention complies with 35 U.S.C. 102 and 103").

[4] We first address Comiskey's argument that we cannot properly address the issue of
patentable subject matter. At oral argument, Comiskey admitted that the court "could
affirm on [the § 101] *1372 ground if in fact [we] came to the conclusion that ... the
subject matter of this claim does not address the statutory subject matter.” In his
supplemental briefing, Comiskey attempts to "withdraw|[ ] any statement made at oral
argument which would infer that this Court could even consider a new statutory grounds
for rejectifon].” Appellant's Supp. Br. 19. Comiskey now asserts that "[t]his Court lacks
the power to sua sponte raise and thereafter decide a statutory ground of patentability
never raised during the agency proceeding below™ because our review of the Board's
decision is required to be "on the record before the Patent and Trademark Office" under
35 U.S.C. 8 144 and the Administrative Procedure Act ("APA"), 5 U.S.C. 8 706. Id. at
16-17.

[5][6] Over sixty years ago in Securities & Exchange Commission v. Chenery Corp., 318
U.S. 80, 63 S.Ct. 454, 87 L.Ed. 626 (1943), the Supreme Court made clear that a
reviewing court can (and should) affirm an agency decision on a legal ground not relied
on by the agency if there is no issue of fact, policy, or agency expertise. The Court said:
In confining our review to a judgment upon the validity of the grounds upon which the
Commission itself based its action, we do not disturb the settled rule that, in reviewing
the decision of a lower court, it must be affirmed if the result is correct although the
lower court relied upon a wrong ground or gave a wrong reason. ... It would be wasteful
to send a case back to a lower court to reinstate a decision which it had already made but
which the appellate court concluded should properly be based on another ground within
the power of the appellate court to formulate. But it is also familiar appellate procedure
that where the correctness of the lower court's decision depends upon a determination of
fact which only a jury could make but which has not been made, the appellate court
cannot take the place of the jury. Like considerations govern review of administrative
orders. If an order is valid only as a determination of policy or judgment which the
agency alone is authorized to make and which it has not made, a judicial judgment cannot
be made to do service for an administrative judgment.

Id. at 88, 63 S.Ct. 454 (emphases added; internal citations and quotation marks omitted).
We have repeatedly applied Chenery and have said that "[w]e may, however, where
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appropriate, affirm the [agency] on grounds other than those relied upon in rendering its
decision, when upholding the [agency's] decision does not depend upon making a
determination of fact not previously made by the [agency]." Killip v. Office of Pers.
Mgmt., 991 F.2d 1564, 1568-69 (Fed.Cir.1993) (emphases added); see also Newhouse v.
Nicholson, 497 F.3d 1298, 1301 (Fed.Cir.2007) ("[T]he Chenery doctrine is not
implicated when the new ground for affirmance is not one that calls for a determination
or judgment which an administrative agency alone is authorized to make." (internal
quotation marks omitted)); Spears v. Merit Sys. Prot. Bd., 766 F.2d 520, 523
(Fed.Cir.1985). We note that the APA specifically states that "the reviewing court shall
decide all relevant questions of law.” 5 U.S.C. § 706. The Supreme Court has emphasized
that in general the PTO should be treated like other administrative agencies, and that
patent cases are subject to the same general administrative law legal principles. Dickinson
v. Zurko, 527 U.S. 150, 154-55, 119 S.Ct. 1816, 144 L.Ed.2d 143 (1999). Thus, the same
rules governing affirmance of agency action on a ground not relied on below necessarily
apply in the PTO context as in the administrative context generally.

As Comiskey points out, some of our cases have concluded that "it is inappropriate *1373
for this court to consider rejections that had not been considered by or relied upon by the
Board." In re Margolis, 785 F.2d 1029, 1032 (Fed.Cir.1986). But these statements
referred to situations that required factual determinations not made by the agency. For
example, in Margolis and other cases the new grounds for decision would require this
court to make factual determinations involving "the scope and content of the prior art
[and] differences between the prior art and the claims at issue,” Dippin' Dots, Inc. v.
Mosey, 476 F.3d 1337, 1343 (Fed.Cir.2007), which had not been considered by the PTO.
[FN5] We decline to read these cases as rejecting the breadth of the Chenery decision on
which they explicitly relied.

FN5. See In re Thrift, 298 F.3d 1357, 1367 (Fed.Cir.2002) (refusing to sustain an
obviousness rejection based on a new prior art reference not relied on by the Board
because it would require a determination of the scope of that reference and whether
it provided a motivation to combine); Margolis, 785 F.2d at 1031-32 (refusing to
consider anticipation and obviousness grounds based on prior art references
submitted to the examiner but not considered by the examiner or the Board); In re
Hounsfield, 699 F.2d 1320, 1324 (Fed.Cir.1983) (refusing to consider new ground
for affirmance that would require determination of scope of a prior patent and a
comparison between the claims of the prior patent and the claims of the
application); Application of Fisher, 58 C.C.P.A. 1419, 448 F.2d 1406, 1407 (CCPA
1971) (refusing to consider technical authorities urged by the PTO on appeal but not
in the record).

In other cases the issue, while perhaps now viewed as legal, was not at the time seen
as legal in nature. See Application of Fleissner, 46 C.C.P.A. 831, 264 F.2d 897, 900
(CCPA 1959) (noting that a finding of indefiniteness with respect to a means plus
function claim requires an examination of the "record" to ascertain corresponding
structure); see also Hazeltine Research, Inc. v. Dage Elec. Co., 271 F.2d 218, 220-
21 (7th Cir.1959) (finding "no evidence in this record" to support the district court's



https://creditcard.westlaw.com/Find/Default.wl?DB=350&SerialNum=1993085753&FindType=Y&ReferencePositionType=S&ReferencePosition=1568&AP=&mlac=FYFYFYFYFYFYFYFY&RS=CCWL8.04&VR=2.0
https://creditcard.westlaw.com/Find/Default.wl?DB=350&SerialNum=1993085753&FindType=Y&ReferencePositionType=S&ReferencePosition=1568&AP=&mlac=FYFYFYFYFYFYFYFY&RS=CCWL8.04&VR=2.0
https://creditcard.westlaw.com/Find/Default.wl?DB=506&SerialNum=2012897942&FindType=Y&ReferencePositionType=S&ReferencePosition=1301&AP=&mlac=FYFYFYFYFYFYFYFY&RS=CCWL8.04&VR=2.0
https://creditcard.westlaw.com/Find/Default.wl?DB=506&SerialNum=2012897942&FindType=Y&ReferencePositionType=S&ReferencePosition=1301&AP=&mlac=FYFYFYFYFYFYFYFY&RS=CCWL8.04&VR=2.0
https://creditcard.westlaw.com/Find/Default.wl?SerialNum=1943120800&FindType=Y&AP=&mlac=FYFYFYFYFYFYFYFY&RS=CCWL8.04&VR=2.0
https://creditcard.westlaw.com/Find/Default.wl?DB=350&SerialNum=1985133422&FindType=Y&ReferencePositionType=S&ReferencePosition=523&AP=&mlac=FYFYFYFYFYFYFYFY&RS=CCWL8.04&VR=2.0
https://creditcard.westlaw.com/Find/Default.wl?DB=350&SerialNum=1985133422&FindType=Y&ReferencePositionType=S&ReferencePosition=523&AP=&mlac=FYFYFYFYFYFYFYFY&RS=CCWL8.04&VR=2.0
https://creditcard.westlaw.com/Find/Default.wl?DB=1000546&DocName=5USCAS706&FindType=L&AP=&mlac=FYFYFYFYFYFYFYFY&RS=CCWL8.04&VR=2.0
https://creditcard.westlaw.com/Find/Default.wl?DB=708&SerialNum=1999137089&FindType=Y&AP=&mlac=FYFYFYFYFYFYFYFY&RS=CCWL8.04&VR=2.0
https://creditcard.westlaw.com/Find/Default.wl?DB=708&SerialNum=1999137089&FindType=Y&AP=&mlac=FYFYFYFYFYFYFYFY&RS=CCWL8.04&VR=2.0
https://creditcard.westlaw.com/Find/Default.wl?DB=350&SerialNum=1986112476&FindType=Y&ReferencePositionType=S&ReferencePosition=1032&AP=&mlac=FYFYFYFYFYFYFYFY&RS=CCWL8.04&VR=2.0
https://creditcard.westlaw.com/Find/Default.wl?SerialNum=1986112476&FindType=Y&AP=&mlac=FYFYFYFYFYFYFYFY&RS=CCWL8.04&VR=2.0
https://creditcard.westlaw.com/Find/Default.wl?DB=506&SerialNum=2011431040&FindType=Y&ReferencePositionType=S&ReferencePosition=1343&AP=&mlac=FYFYFYFYFYFYFYFY&RS=CCWL8.04&VR=2.0
https://creditcard.westlaw.com/Find/Default.wl?DB=506&SerialNum=2011431040&FindType=Y&ReferencePositionType=S&ReferencePosition=1343&AP=&mlac=FYFYFYFYFYFYFYFY&RS=CCWL8.04&VR=2.0
https://creditcard.westlaw.com/search/default.wl#FN;F0055#FN;F0055
https://creditcard.westlaw.com/search/default.wl#FN;F0055#FN;F0055
https://creditcard.westlaw.com/Find/Default.wl?SerialNum=1943120800&FindType=Y&AP=&mlac=FYFYFYFYFYFYFYFY&RS=CCWL8.04&VR=2.0
https://creditcard.westlaw.com/search/default.wl#FN;B0055#FN;B0055
https://creditcard.westlaw.com/Find/Default.wl?DB=506&SerialNum=2002502978&FindType=Y&ReferencePositionType=S&ReferencePosition=1367&AP=&mlac=FYFYFYFYFYFYFYFY&RS=CCWL8.04&VR=2.0
https://creditcard.westlaw.com/Find/Default.wl?DB=350&SerialNum=1986112476&FindType=Y&ReferencePositionType=S&ReferencePosition=1031&AP=&mlac=FYFYFYFYFYFYFYFY&RS=CCWL8.04&VR=2.0
https://creditcard.westlaw.com/Find/Default.wl?DB=350&SerialNum=1983108255&FindType=Y&ReferencePositionType=S&ReferencePosition=1324&AP=&mlac=FYFYFYFYFYFYFYFY&RS=CCWL8.04&VR=2.0
https://creditcard.westlaw.com/Find/Default.wl?DB=350&SerialNum=1983108255&FindType=Y&ReferencePositionType=S&ReferencePosition=1324&AP=&mlac=FYFYFYFYFYFYFYFY&RS=CCWL8.04&VR=2.0
https://creditcard.westlaw.com/Find/Default.wl?DB=350&SerialNum=1971112584&FindType=Y&ReferencePositionType=S&ReferencePosition=1407&AP=&mlac=FYFYFYFYFYFYFYFY&RS=CCWL8.04&VR=2.0
https://creditcard.westlaw.com/Find/Default.wl?DB=350&SerialNum=1971112584&FindType=Y&ReferencePositionType=S&ReferencePosition=1407&AP=&mlac=FYFYFYFYFYFYFYFY&RS=CCWL8.04&VR=2.0
https://creditcard.westlaw.com/Find/Default.wl?DB=350&SerialNum=1958101562&FindType=Y&ReferencePositionType=S&ReferencePosition=900&AP=&mlac=FYFYFYFYFYFYFYFY&RS=CCWL8.04&VR=2.0
https://creditcard.westlaw.com/Find/Default.wl?DB=350&SerialNum=1958101562&FindType=Y&ReferencePositionType=S&ReferencePosition=900&AP=&mlac=FYFYFYFYFYFYFYFY&RS=CCWL8.04&VR=2.0
https://creditcard.westlaw.com/Find/Default.wl?DB=350&SerialNum=1959111075&FindType=Y&ReferencePositionType=S&ReferencePosition=220&AP=&mlac=FYFYFYFYFYFYFYFY&RS=CCWL8.04&VR=2.0
https://creditcard.westlaw.com/Find/Default.wl?DB=350&SerialNum=1959111075&FindType=Y&ReferencePositionType=S&ReferencePosition=220&AP=&mlac=FYFYFYFYFYFYFYFY&RS=CCWL8.04&VR=2.0

"finding[ ] of fact" that the "language of the claims of the patent in suit is invalid in
that it is vague and indefinite™).

[7]1[8] It is well-established that "whether the asserted claims ... are invalid for failure to
claim statutory subject matter under 35 U.S.C. 8§ 101, is a question of law which we
review without deference.” AT & T Corp. v. Excel Commc'ns, Inc., 172 F.3d 1352, 1355
(Fed.Cir.1999). As a question of law, lack of statutory subject matter is a "ground [for
affirmance] within the power of the appellate court to formulate.” Chenery, 318 U.S. at
88, 63 S.Ct. 454. While there may be cases in which the legal question as to patentable
subject matter may turn on subsidiary factual issues, Comiskey has not identified any
relevant fact issues that must be resolved in order to address the patentability of the
subject matter of Comiskey's application. Moreover, since we would review a Board
decision on the issue of patentability without deference, see AT & T, 172 F.3d at 1355,
the legal issue concerning patentability is not "a determination of policy or judgment
which the agency alone is authorized to make." Chenery, 318 U.S. at 88, 63 S.Ct. 454.
[9] In these circumstances, Chenery not only permits us to supply a new legal ground for
affirmance, but encourages such a resolution where, as here, "[i]t would be wasteful to
send" the case back to the agency for a determination as to patentable subject matter. 318
U.S. at 88, 63 S.Ct. 454. [FN6] We therefore may consider the patentability of
Comiskey's claims under § 101, and we turn to the merits of that question. [FN7]

FNG6. The situation is quite different where a party seeks for the first time on appeal
to raise a new ground on appeal for setting aside agency action. See Boston
Scientific Scimed, Inc. v. Medtronic Vascular, Inc., 497 F.3d 1293, 1297-98

(Fed.Cir.2007).

EN7. As we recently noted in our en banc decision in In re Seagate Technology,
LLC, 497 F.3d 1360 (Fed.Cir.2007), "a court may consider an issue 'antecedent to ...
and ultimately dispositive of' the dispute before it, even an issue the parties fail to
identify and brief." Id. at 1372 (quoting United States Nat'l Bank of Or. v.
Independent Ins. Agents of Am., Inc., 508 U.S. 439, 447, 113 S.Ct. 2173, 124
L.Ed.2d 402

(1993) (quoting Arcadia v. Ohio Power Co., 498 U.S. 73, 77, 111 S.Ct. 415,112
L.Ed.2d 374 (1990))). The 8§ 101 issue is an antecedent question to the § 103 issue,
as discussed above.

*1374 11

Comiskey's application may be viewed as falling within the general category of "business
method" patents. At one time, "[t]hough seemingly within the category of process or
method, a method of doing business [was] rejected as not being within the statutory
classes." State Street Bank, 149 F.3d at 1377 (quoting MPEP § 706.03(a) (1994)). In
State Street Bank, we addressed the "business method" exception to statutory subject
matter, and stated that "[w]e take this opportunity to lay this ill-conceived exception to
rest.” Id. at 1375. State Street Bank involved "a data processing system for managing a
financial services configuration of a portfolio established as a partnership,” and "[g]iven
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the complexity of the calculations, a computer or equivalent device [wa]s a virtual
necessity to perform the task.” Id. at 1371. We held that this system was patentable,
concluding that patentability does "not turn on whether the claimed subject matter does
‘business’ instead of something else.” Id. at 1377.

Although it has been suggested that State Street Bank supports the patentability of
business methods generally, [FN8] State Street Bank explicitly held that business
methods are "subject to the same legal requirements for patentability as applied to any
other process or method."” Id. at 1375; see also MPEP § 2106(1) (Rev. 4, Oct. 2005)
("MPEP") ("Claims should not be categorized as methods of doing business. Instead,
such claims should be treated like any other process claims.”). We must then consider the
requirements of § 101 in determining whether Comiskey's claims 1 and 32 for a method
of mandatory arbitration for unilateral and contractual documents claim statutory subject
matter.

FNS8. See, e.g., Leo J. Raskind, The State Street Bank Decision: The Bad Business of
Unlimited Patent Protection for Methods of Doing Business, 10 Fordham Intell.
Prop. Media & Ent. L.J. 61, 61 (1999).

A

The very constitutional provision that authorized Congress to create a patent system,
Article 1, § 8, also limited the subject matter eligible for patent protection to the "useful
arts." [EN9] According to the Supreme Court, this constitutional limitation on
patentability "was written against the backdrop of the [English] practices--eventually
curtailed by the Statute of Monopolies--of the Crown in granting monopolies to court
favorites in goods or businesses which had long before been enjoyed by the public.”
Graham, 383 U.S. at 5, 86 S.Ct. 684. In the 16th and 17th centuries, the English Crown
granted monopolies over entire types of business to *1375 specific individuals, for
example the grant by James | to Darcy in 1600 of the exclusive right to manufacture or
sell playing cards or the exclusive right to the printing business held by the London guild
of booksellers and printers. See Peter Meinhardt, Inventions, Patents, and Monopoly 31
(2d ed.1950); Eldred v. Ashcroft, 537 U.S. 186, 200 n. 5, 123 S.Ct. 769, 154 L.Ed.2d 683
(2003). The purpose of such monopolies "was to enrich the King ... as well as the grantee,
at the expense of the community." Meinhardt, supra, at 31. With this background in
mind, the framers consciously acted to bar Congress from granting letters patent in
particular types of business. The Constitution explicitly limited patentability to “the
national purpose of advancing the useful arts--the process today called technological
innovation." Paulik v. Rizkalla, 760 F.2d 1270, 1276 (Fed.Cir.1985) (en banc).

ENO. Article I, § 8 states in full: "The Congress shall have Power ... To promote the
Progress of Science and useful Arts by securing for limited Times to Authors and
Inventors the exclusive Right to their respective Writings and Discoveries.” The
Supreme Court has concluded that the references to "Science™ (i.e., knowledge
generally) and "Writings" creates the right to copyright protection and the
references to "useful Arts” and "Discoveries” creates the right to patent protection.
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See Graham v. John Deere Co. of Kansas City, 383 U.S. 1, 5, 86 S.Ct. 684, 15
L.Ed.2d 545 (1966).

Beginning with the first patent act, the Patent Act of 1790, "Congress responded to the
bidding of the Constitution,” Graham, 383 U.S. at 6, 86 S.Ct. 684, by including
provisions limiting patentable subject matter. See An Act to Promote the Progress of
Useful Arts, Ch. 7, 1 Stat. 109, 110 (1790). The standard used by the Patent Act of 1793,
which limited patentability to "any new and useful art, machine, manufacture, or
composition of matter, or any new or useful improvement [thereof],” is essentially the
same as that used today. An Act to Promote the Progress of Useful Arts; and to Repeal
the Act Heretofore Made for that Purpose, Ch. 11, 1 Stat. 318, 319 (1793). The Patent
Act of 1952 did replace the word "art™ with the word "process” so that current § 101
states: Whoever invents or discovers any new and useful process, machine, manufacture,
or composition of matter, or any new and useful improvement thereof, may obtain a
patent therefore, subject to the conditions and requirements of this title. [FN10]

FN10. The Supreme Court has defined "manufacture™ to mean "the

production of articles for use from raw or prepared materials by giving to these
materials new forms, qualities, properties, or combinations, whether by hand-labor
or machinery"” and "composition of matter" to mean "all compositions of two or
more substances and all composite articles, whether they be results of chemical
union, or of mechanical mixture, or whether they be gases, fluids, powders or
solids." Diamond v. Chakrabarty, 447 U.S. 303, 308, 100 S.Ct. 2204, 65 L.Ed.2d

144 (1980).

However, the Supreme Court has made clear that the 1952 language change had no
substantive effect, stating that "[a]nalysis of the eligibility of a claim of patent protection
for a 'process’ did not change with the addition of that term to § 101." Diehr, 450 U.S. at
184,101 S.Ct. 1048.

Patentable subject matter under the 1952 Act is extremely broad. Given the breadth of
the categories listed in 8 101, it is not surprising that the legislative history of the 1952
Act noted that "Congress intended statutory subject matter to include anything under the
sun that is made by man." Chakrabarty, 447 U.S. at 309, 100 S.Ct. 2204 (quoting S.Rep.
No. 1979, 82d Cong., 2d Sess., 5 (1952); H.R.Rep. No. 1923, 82d Cong., 2d Sess., 6
(1952) (internal quotation marks omitted)). On the other hand, the Supreme Court has
made clear that this statement does "not ... suggest that 8 101 has no limits or that it
embraces every discovery." Id.

Specifically, Supreme Court decisions after the 1952 Patent Act have rejected a "purely
literal reading™ of the process provision and emphasized that not every "process" is
patentable. Flook, 437 U.S. at 589, 98 S.Ct. 2522. Instead "[t]he question is whether the
method described and claimed is a 'process’ within the meaning of the Patent Act." *1376
Gottschalk v. Benson, 409 U.S. 63, 64, 93 S.Ct. 253, 34 L.Ed.2d 273 (1972); see also
Flook, 437 U.S. at 593, 98 S.Ct. 2522 ("[R]espondent incorrectly assumes that if a
process application implements a principle in some specific fashion, it automatically falls
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within the patentable subject matter of 8 101."). "Abstract ideas™ are one type of subject
matter that the Supreme Court has consistently held fall beyond the broad reaches of
patentable subject matter under 8 101. As early as Le Roy v. Tatham, 55 U.S. 156, 14
How. 156, 14 L.Ed. 367 (1852), the Supreme Court explained that "[a] principle, in the
abstract, is a fundamental truth; an original cause; a motive; these cannot be patented, as
no one can claim in either of them an exclusive right.” Id. at 175, 55 U.S. 156. Since then,
the unpatentable nature of abstract ideas has repeatedly been confirmed. See, e.g., Diehr,
450 U.S. at 185, 101 S.Ct. 1048; Chakrabarty, 447 U.S. at 309, 100 S.Ct. 2204; Flook,
437 U.S. at 589, 98 S.Ct. 2522; Benson, 409 U.S. at 67, 93 S.Ct. 253; Rubber-Tip Pencil
Co. v. Howard, 20 Wall. 498, 87 U.S. 498, 507, 22 L.Ed. 410 (1874). The very cases of
this court that recognized the patentability of some business methods have reaffirmed that
abstract ideas are not patentable. See AT & T, 172 F.3d at 1355; State Street Bank, 149
F.3d at 1373; see also In re Alappat, 33 F.3d 1526, 1542-43 (Fed.Cir.1994) (en banc).
[10] The prohibition against the patenting of abstract ideas has two distinct (though
related) aspects. First, when an abstract concept has no claimed practical application, it is
not patentable. The Supreme Court has held that “[a]n idea of itself is not patentable."
Rubber-Tip Pencil, 87 U.S. at 507, 87 U.S. 498. In Benson, the claim was for a method of
converting binary-coded decimal numerals into pure binary numerals that was "not
limited to any particular art or technology, to any particular apparatus or machinery, or to
any particular end use.” 409 U.S. at 64, 93 S.Ct. 253. Since the claim would therefore
"wholly preempt the mathematical formula and in practical effect would be a patent on
the algorithm itself,” the claim was unpatentable because its “practical effect” was to
"patent an idea" in the abstract. 1d. at 71-72 93 S.Ct. 253. [FN11] See also AT & T, 172
F.3d at 1358 (holding that a mathematical algorithm must produce "a useful, concrete,
and tangible result” to be patentable); State Street Bank, 149 F.3d at 1373 (same); MPEP
8§ 2106 (Rev. 5, Aug. 2006) ("[C]laims define nonstatutory processes if they ... simply
manipulate abstract ideas ... without some claimed practical application.").

FN11. In Benson, the Supreme Court reversed a decision by our predecessor court
that had, in turn, relied on earlier decisions, such as Application of Musgrave, 57
C.C.P.A. 1352, 431 F.2d 882, 893 (CCPA 1970), suggesting that a process of
human thinking in and of itself could be patentable.

[11] Second, the abstract concept may have a practical application. The Supreme Court
has reviewed process patents reciting algorithms or abstract concepts in claims directed to
industrial processes. In that context, the Supreme Court has held that a claim reciting an
algorithm or abstract idea can state statutory subject matter only if, as employed in the
process, it is embodied in, operates on, transforms, or otherwise involves another class of
statutory subject matter, i.e., a machine, manufacture, or composition of matter. 35
U.S.C. 8§ 101. As the PTO notes, "[t]he Supreme Court has recognized only two instances
in which such a method may qualify as a section 101 process: when the process ‘either [1]
was tied to a particular apparatus' or [2] operated to change materials to a 'different state
or thing." " See PTO Supp. Br. 4 (quoting Flook, 437 U.S. at 588 n. 9, 98 S.Ct. 2522). In
Diehr, the Supreme *1377 Court confirmed that a process claim reciting an algorithm
could state statutory subject matter if it: (1) is tied to a machine or (2) creates or involves
a composition of matter or manufacture. [FN12] 450 U.S. at 184, 101 S.Ct. 1048. There,
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in the context of a process claim for curing rubber that recited an algorithm, the Court
concluded that "[tJransformation and reduction of an article 'to a different state or thing' is
the clue to the patentability of a process claim that does not include particular machines."
1d. (quoting Benson, 409 U.S. at 70, 93 S.Ct. 253); [FN13] see also In re Schrader, 22
F.3d 290, 295 (Fed.Cir.1994) (holding when a claim does not invoke a machine, " 8 101
requires some kind of transformation or reduction of subject matter™). Thus, a claim that
involves both a mental process and one of the other categories of statutory subject matter
(i.e., a machine, manufacture, or composition) may be patentable under 8 101. See Diehr,
450 U.S. at 184, 101 S.Ct. 1048 (holding a process that involved calculations using the
"Arrhenius equation™ patentable because the claim "involve[d] the transformation of an
article, in this case raw, uncured synthetic rubber, into a different state or thing™). For
example, we have found processes involving mathematical algorithms used in computer
technology patentable because they claimed practical applications and were tied to
specific machines. [FN14]

FEN12. Of course, process claims not limited to claiming an abstract concept or
algorithm (i.e., a mental process) may not be subject to the same requirements.

FEN13. See also Diehr, 450 U.S. at 184, 101 S.Ct. 1048 ("Industrial processes ... are
the types which have historically been eligible to receive the protection of our patent
laws." (emphasis added)); Tilghman v. Proctor, 102 U.S. 707, 722, 26 L.Ed. 279
(1880) (A manufacturing process is clearly an art, within the meaning of the law."
(emphasis added)); Cochrane v. Deener, 94 U.S. 780, 788, 24 L.Ed. 139 (1876) ("A
process is a mode of treatment of certain materials to produce a given result. It is an
act, or a series of acts, performed upon the subject-matter to be transformed and
reduced to a different state or thing.").

FN14. See AT & T, 172 F.3d at 1355, 1358 (holding patentable "a process that uses
the Boolean principle in order to determine the value of the PIC indicator" and that
"require[d] the use of switches and computers"); State Street Bank, 149 F.3d at 1373
("[W]e hold that the transformation of data ... by a machine through a series of
mathematical calculations into a final share price, constitutes a practical application
of a mathematical algorithm." (emphases added)); Alappat, 33 F.3d at 1544 ("This
is not a disembodied mathematical concept which may be characterized as an
‘abstract idea, but rather a specific machine to produce a useful, concrete, and
tangible result.”" (emphases added));

Arrhythmia Research Tech., Inc. v. Corazonix Corp., 958 F.2d 1053, 1058- 59
(Fed.Cir.1992) (holding patentable a method for analyzing electrocardiograph
signals for the detection of a specific heart condition that used "electronic
equipment programmed to perform mathematical computation™).

[12] However, mental processes--or processes of human thinking-- standing alone are not
patentable even if they have practical application. The Supreme Court has stated that
"[p]henomena of nature, though just discovered, mental processes, and abstract
intellectual concepts are not patentable, as they are the basic tools of scientific and
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technological work." Benson, 409 U.S. at 67, 93 S.Ct. 253 (emphasis added). In Flook the
patentee argued that his claims did not seek to patent an abstract idea (an algorithm)
because they were limited to a practical application of that idea--updating "alarm limits"
for catalytic chemical conversion of hydrocarbons. 437 U.S. at 586, 589-90, 98 S.Ct.
2522. The Court rejected the notion that mere recitation of a practical application of an
abstract idea makes it patentable, concluding that "[a] competent draftsman *1378 could
attach some form of post-solution activity to almost any mathematical formula.” Id. at
590, 98 S.Ct. 2522. Since all other features of the process were well-known, including
"the use of computers for 'automatic monitoring-alarming,' " the Court construed the
application as "simply provid[ing] a new and presumably better method for calculating
alarm limit values.” Id. at 594-95, 98 S.Ct. 2522. The Court held the application
unpatentable because "if a claim [as a whole] is directed essentially to a method of
calculating, using a mathematical formula, even if the solution is for a specific purpose,
the claimed method is nonstatutory.™ 437 U.S. at 595, 98 S.Ct. 2522 (quoting In re
Richman, 563 F.2d 1026, 1030 (CCPA 1977)).

Following the lead of the Supreme Court, this court and our predecessor court have
refused to find processes patentable when they merely claimed a mental process standing
alone and untied to another category of statutory subject matter even when a practical
application was claimed. In Schrader we held unpatentable a "method constitut[ing] a
novel way of conducting auctions” by allowing competitive bidding on a plurality of
related items. 22 F.3d at 291. In doing so, we rejected the patentee's argument that the
process used a machine. Two of the alleged machines--a "display" in the front of the
auction room and "a closed-circuit television system" for bidders in different cities-- were
not claimed by the patent, and the third--a “record"” in which bids could be entered--could
be "a piece of paper or a chalkboard.” Id. at 293-94. We therefore concluded that the
patent impermissibly claimed unpatentable subject matter. Similarly, in In re
Warmerdam, 33 F.3d 1354 (Fed.Cir.1994), we held unpatentable a process for controlling
objects so as to avoid collisions because the key steps of "locating a medial axis" and
"creating a bubble hierarchy" described "nothing more than the manipulation of basic
mathematical constructs, the paradigmatic ‘abstract idea.' " Id. at 1360. A machine was
not required, id. at 1358, nor was there any indication that the process operated on a
manufacture or composition of matter.

Decisions of our predecessor court are in accord. In re Meyer, 688 F.2d 789, 796 (CCPA
1982), held that "a mental process that a neurologist should follow" was not patentable
because it was "not limited to any otherwise statutory process, machine, manufacture, or
composition of matter." Id. at 795. Similarly, In re Maucorps, 609 F.2d 481 (CCPA
1979), held that an invention "[u]ltimately ... directed toward optimizing the organization
of sales representatives in a business” was unpatentable. Id. at 482, 486. See also Alappat,
33 F.3d at 1541 ("Maucorps dealt with a business method for deciding how salesmen
should best handle respective customers and Meyer involved a 'system'’ for aiding a
neurologist in diagnosing patients. Clearly, neither of the alleged ‘inventions' in those
cases falls within any § 101 category."). [EN15]

EN15. In Musgrave, our predecessor court concluded that the claims at issue in that
case included non-mental steps and claimed patentable subject matter. 431 F.2d at
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893. To the extent that language in the

opinion might suggest that mental processes standing alone are patentable, the broad
language in the opinion was significantly cabined by Benson. See 1 Chisum on
Patents § 1.03[6][c].

[13][14] It is thus clear that the present statute does not allow patents to be issued on
particular business systems--such as a particular type of arbitration--that depend entirely
on the use of mental processes. In other words, the patent statute does not allow patents
on particular systems that depend for their operation on human intelligence alone, a field
of endeavor *1379 that both the framers and Congress intended to be beyond the reach of
patentable subject matter. Thus, it is established that the application of human
intelligence to the solution of practical problems is not in and of itself patentable.

B

[15] Having considered the governing legal principles, we now turn to Comiskey's
application and begin with independent claims 1 and 32 which recite "[a] method for
mandatory arbitration resolution” regarding unilateral and contractual documents.
Comiskey has conceded that these claims do not require a machine, and these claims
evidently do not describe a process of manufacture or a process for the alteration of a
composition of matter. Comiskey's independent claims 1 and 32 claim the mental process
of resolving a legal dispute between two parties by the decision of a human arbitrator.
They describe in essence "conducting arbitration resolution for [a] contested issue™ and
"determining an award or a decision for the contested issue" through a predetermined
"mandatory" arbitration system, and thus claim the use of mental processes to resolve a
legal dispute. Thus, like the claims that the Supreme Court found unpatentable in Benson
and Flook and the claims found unpatentable in our own cases, Comiskey's independent
claims 1 and 32 seek to patent the use of human intelligence in and of itself. Like the
efforts to patent "a novel way of conducting auctions™ which Schrader found to be
directed to an abstract idea itself rather than a statutory category, Comiskey's independent
claims 1 and 32 describe an allegedly novel way of requiring and conducting arbitration
and are unpatentable. See Schrader, 22 F.3d at 291.

C

[16] We consider independent claims 17 and 46 separately. They recite the use of
"modules," including "a registration module for enrolling” a person, "an arbitration
module for incorporating arbitration language,” and "an arbitration resolution module for
requiring a complainant [or party] to submit a request for arbitration resolution to the
mandatory arbitration system." Claim 17 also recites "a means for selecting an arbitrator
from an arbitrator database.” These claims, under the broadest reasonable interpretation,
could require the use of a computer as part of Comiskey's arbitration system. See Alan
Freedman, The Computer Glossary 268 (8th ed.1998) (defining module as "[a] self-
contained hardware or software component that interacts with a larger system™); id. at 90
(defining database as "any electronically-stored collection of data™). Similarly, even
though Comiskey did not separately argue his dependent claims, our decision is based on
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a different ground than the Board's, and we think it is appropriate to separately consider
dependent claims 15, 30, 44, and 58. Each of these claims adds the following limitation
to its corresponding independent claim: "wherein access to the mandatory arbitration is
established through the Internet, intranet, World Wide Web, software applications,
telephone, television, cable, video [or radio], magnetic, electronic communication, or
other communications means."

[17][18] When an unpatentable mental process is combined with a machine, the
combination may produce patentable subject matter, as the Supreme Court's decision in
Diehr and our own decisions in State Street Bank and AT & T have confirmed. See Diehr,
450 U.S. at 178-79, 192-93, 101 S.Ct. 1048 (holding patentable a process for curing
rubber that used a mathematical algorithm to determine when to open the molding press);
AT & T, 172 F.3d at 1355, 1361 (holding patentable *1380 a method for determining
whether long-distance calls were being made between long-distance carriers or within a
single long-distance carrier that used a mathematical algorithm and "require[d] the use of
switches and computers™); State Street Bank, 149 F.3d at 1371 (holding patentable a
"system that allows an administrator to monitor and record the financial information flow
and make all calculations necessary for maintaining a partner fund financial services
configuration” where a "computer or equivalent device [wa]s a virtual necessity to
perform the task."). While the mere use of the machine to collect data necessary for
application of the mental process may not make the claim patentable subject matter, see
In re Grams, 888 F.2d 835, 839-840 (Fed.Cir.1989), these claims in combining the use of
machines with a mental process, claim patentable subject matter.

[19][20] While independent claims 17 and 46 and dependent claims 15, 30, 44, and 58
claim patentable subject matter under § 101, the other requirements for patentability,
including non-obviousness, must still be satisfied. See Diehr, 450 U.S. at 191, 101 S.Ct.
1048. Here, claims 17 and 46 at most merely add a modern general purpose computer to
an otherwise unpatentable mental process and claims 15, 30, 44, and 58 merely add
modern communication devices. The routine addition of modern electronics to an
otherwise unpatentable invention typically creates a prima facie case of obviousness.
[EN16] Moreover, there is no pertinent evidence of secondary considerations because the
only evidence offered is of long-felt need for the unpatentable mental process itself, not
long-felt need for the combination of the mental process and a modern communication
device or computer. [FN17] See Stratoflex, Inc. v. Aeroquip Corp., 713 F.2d 1530, 1539
(Fed.Cir.1983) ( "A nexus is required between the merits of the claimed invention and the
evidence offered, if that evidence is to be given substantial weight enroute to conclusion
on the obviousness issue.™); Bourns, Inc. v. United States, 210 Ct.Cl. 642, 537 F.2d 486,
497 (1976) (noting that secondary considerations must be "attributable to the combination
of the ... claims" to be worthy of consideration).

FEN16. See Leapfrog Enters., Inc. v. Fisher-Price, Inc., 485 F.3d 1157, 1161
(Fed.Cir.2007) ("Accommodating a prior art ... device ... to modern electronics
would have been reasonably obvious to one of ordinary skill in [the art]" because
"[a]pplying modern electronics to older ... devices has been commonplace in recent
years."); see also KSR Int'l Co. v. Teleflex Inc., --- U.S. ----, 127 S.Ct. 1727, 1743-
44,167 L.Ed.2d 705 (2007) (addition of a well-known electronic sensor to a well-
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known mechanical adjustable pedal would have been obvious); Dann v. Johnston,
425 U.S. 219, 220, 230, 96 S.Ct. 1393, 47 L.Ed.2d 692 (1976) (finding it obvious to
combine the modern computer program described in the patent with "existing
machine systems in the banking industry™).

EN17. The only evidence of long-felt need identified by the appellant

was a declaration submitted by the inventor himself asserting that “there is a need
for a mechanism to enable the creator of such a document to affirmatively choose a
particular arbitration service provider that has the authority to settle any and all
disputes related to that person's estate planning documents whenever such disputes
arise, regardless of who is disputing what." JA 193. At no point in his declaration
does the inventor mention modern communication devices or computers.

Thus, it may be that these claims are unpatentable as obvious under § 103. However, we
do not now decide this issue. Rather, having concluded that independent claims 17 and 46
and dependent claims 15, 30, 44, and 58 claim patentable subject matter, we remand to
the PTO to determine in the first instance whether the addition of general purpose
computers or modern communication devices to Comiskey's otherwise unpatentable
mental process *1381 would have been non-obvious to a person of ordinary skill in the
art.

CONCLUSION

We conclude that Comiskey's independent claims 1 and 32 and dependent claims 2-14,
16, 33-43, and 45 do not claim patentable subject matter. While we conclude that
independent claims 17 and 46 (and their dependent claims) and dependent claims 15, 30,
44, and 58 recite statutory subject matter, we remand to the PTO to determine in the first
instance whether the addition of modern computers and communication devices would
have been obvious. If the Board had relied on the new § 101 ground for rejection in the
first instance, Comiskey would have had the opportunity to amend his application under
37 C.F.R. § 41.50(b). We think that it is appropriate to afford Comiskey the same
protections in this respect as he would have had before the Board. We remand the case to
the PTO for these limited purposes.

AFFIRMED-IN-PART, VACATED-IN-PART, AND REMANDED
COSTS

No costs.
2013222953
C.A Fed.,2007.
In re Comiskey
499 F.3d 1365, 84 U.S.P.Q.2d 1670
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