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The Federal Circuit’s En Banc Opinion on 
Patentability Under Section 101 - It’s Splitsville!

This past Spring, in CLS Bank 
International, CLS Services Ltd. v. Alice 
Corp, Pty Ltd. 2011-1301 (Fed. Cir. 
May 10, 2013), a splintered en banc 
panel of the U.S. Court of Appeals for 
the Federal Circuit vacated its three-
member panel’s reversal of the district 
court’s judgment and affirmed a grant 
of summary judgment of invalidity.  

The en banc panel held that a patent claiming a 
computerized system and methods for eliminating 
settlement risk are not eligible for patent protection under 
35 U.S.C. Section 101.  While the panel’s six opinions 
and 127 pages provide a menagerie of commentary on 
why subject matter may or may not be patent eligible, 
little guidance is offered to inventors, patent counsel or 
the courts on how to determine whether subject matter is 
patentable.
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Of the ten-member panel, seven agreed that the subject method claims do not recite patentable subject matter, yet 
only half found that the system claims met the patentability test.  At the same time, eight of the ten judges agreed 
that the system and method claims should pass or fail the patentability test together.  The disparate views among the 
judges underscore that those attempting to navigate Section 101 do so in somewhat uncharted waters.  
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Prior Art Recapture Under the AIA: 
What You Don’t Know Can’t Help You

Often overlooked when discussing the 
myriad changes wrought by the America 
Invents Act (AIA), 35 USC Section 102(b)
(2)(C) deserves close scrutiny by any 
company that hires potential inventors 
or that enters into joint development 
agreements with third parties. This new 
provision created by the AIA provides 
such companies with a powerful 
tool for removing potentially harmful 

prior art from consideration by the USPTO against patent 
applications that such companies might file in the future.  To 
work properly, though, 102(b)(2)(C) needs to be considered 
when negotiating a joint development agreement and when 
first hiring any new potential inventor employees.

The post-AIA Section 102 defines prior art in just two short 
subsections. Subsection 102(a)(1) sets forth that anything 
made public before the filing date of an application is 
prior art. Subsection 102(a)(2) sets forth that patents and 
patent applications become prior art as of their filing dates 
once they publish. Unless they are granted sooner, most 
patent applications will publish 18 months after they are 
filed, and then become prior art as of their filing dates. For 
example, if a patent application is filed on January 1, 2013 
and publishes on July 1, 2014, it becomes eligible as of 
July 1, 2014 to be used as prior art against any application 
filed after January 1, 2013. The provisions of 102(b)(2)(C), 
however, provide a method for proactively removing such 
patent applications from the definition of prior art under 
102(a)(2), using what I refer to as “prior art recapture.” 

It’s helpful to think of prior art recapture in the context of 
two situations, hiring of new employees and negotiating 
joint development agreements.  As to the former situation, 
imagine a company hiring a prolific inventor to join the 
company’s research and development group.  Further 
imagine that this new employee was named as an inventor 
on ten patent applications filed in the year before she 
was hired and that all these applications relate to the 
technology field in which the company intends to file patent 
applications in the future.  
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Myriad Gene Patent Decision: A New 
Era in Diagnotic Testing?

In the race to map the human genome,  
many of the organizations involved 
obtained patents on gene sequences 
that they identified. These patents 
were granted regardless of whether 
the applicant had determined any 
role or function of the sequence.  As a 
consequence, other researchers were 
effectively “blocked out” of research 
and development on the patented DNA  

    sequences, unless they were able to 
negotiate a license.  

The unanimous opinion by Hon. J. Clarence Thomas, 
in Association for Molecular Pathology, et al v. Myriad 
Genetics, Inc., et al.  completely changes the biotech and 
medical research landscape: DNA is a naturally-occurring 
composition and therefore not patentable. With a single 
stroke, the Court has opened the flood gates for the 
development of customized gene-based medicine.  All 
issued patent claims to DNA sequences are now invalid, the 
DNA sequences are effectively “in the public domain,” and 
the sequences may be used in research and development 
without any need for (costly) licenses.   

The Myriad patents at issue covered the BRCA1 and BRCA2 
genes, mutations of which are markers for the degree of risk 
of a person for breast cancer. These genes were recently 
the subject of international conversation due to the double 
mastectomy of actress Angelina Jolie, whose surgery was 
motivated based on her tests results on these genes. 
Myriad had previously asserted these patents against the 
University of Pennsylvania’s Genetic Diagnostic Laboratory 
(“GDL”), which had offered a competing test using these 
genes. Since Myriad asserted ownership of patent rights in 
the genes, GDL ceased its program.  As a result, only Myriad 
was able to offer the testing service.  

While the Federal Circuit Court of Appeals was divided 
on whether DNA was patentable, all agreed that cDNA 
(a modified version of a DNA strand that has no introns 
found in the actual DNA strand from which it derives) 
was patentable.  The Supreme Court ruled unanimously 
that DNA is not patentable subject matter because it is 
a discovery of a naturally occurring composition, not an 
invention.
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The Proposed Unified European Union 
Patent System

The European Patent Organization has 
been developing a unified European 
Union (EU) patent system, which will 
include both a unitary EU patent, issued 
from the European Patent Office (EPO), 
as well as a Unified Patent Court (UPC) 
system for harmonized enforcement 
of unitary EU patents.  Although a 
specific date for implementation of 
the proposed UPC system has not 

yet been established, the unitary patent process will go 
into effect January 14, 2014, with the UPC system likely 
following sometime in later 2014 or 2015.  Thus, despite 
the complaints regarding both of the new systems, the 
upcoming implementation of at least the unitary EU patent 
system requires patent practitioners involved in European 
patent practice to become familiar with the system in order 
to properly advise their clients.

Under the current European patent system, an applicant 
files a patent application in the EPO, which can be originally 
filed in the EPO or it may claim priority to a prior application 
filed in any other nation, and may even be a nationalization 
of an application under the Patent Cooperation Treaty (PCT).  
The EPO provides a centralized search and examination of 
the application, and if allowed, grants a unitary EU patent.  
However, for enforceability of the EU patent, the patentee 
must validate the EU patent in each nation in which he 
seeks enforcement.  Only in those nations where the EU 
patent has been validated and maintained will the patent 
be enforceable.

Unfortunately, there are a number of disadvantages to 
the current EU patent approach, most of them related to 
the fragmented nature of the enforcement process.  For 
example, for validation of an EU patent in each nation, a 
separate fee per location is required, as well as a translation 
of the EU patent into the official language of the validating 
nation.  Also, each validating nation will typically have a 
separate renewal fee that must be paid to maintain the 
enforceability of the patent in that nation. 

James H. Ortega

Trademark Infringement: Can I Bid on 
My Competitors’ Trademarks as Adwords?

With the use of search engines by 
consumers to find products and 
websites becoming more prominent, 
search engine optimization has become 
an important part of the marketing plan 
for large and small businesses alike. 
For those companies that do not want 
to take the time or put in the effort to 
improve their SEO for certain keywords 
organically, purchasing keywords, also 
known as Adwords, from Google or 

other search engines can put a website on the first page 
of search results for a particular keyword overnight. By 
“purchasing,” we mean the submission of the high bid for 
the use of a keyword or campaign for a specific time period 
and geographic location.

In most cases, an Adwords customer “purchases” a word 
or a series of words that are used to describe the services 
or goods to be advertised and/or sold on the customer’s 
website. Recently, Google created a “campaign” of words 
that can be purchased in any given industry. A purchaser 
can specify which areas of the country and at what times 
those Adwords would be purchased. The scope of the 
geographic area and the times chosen determine the 
purchase price.

For example, a campaign that begins at midnight for three 
hours only on a Monday and a Wednesday will cost less 
than a campaign that runs seven days a week, twenty-four 
hours a day. If the customer decides to purchase a Google 
Campaign for a specific industry, the purchaser does not 
get to choose the words in the campaign, but is allowed to 
see the words. Adwords campaigns may contain the names 
of competitors or competitive products to increase the 
number of hits resulting from the campaign.  As a result, 
a trademark owner’s competitors may be listed in ads 
located above the normal search results for the trademark. 

Prior to 2004, Google’s trademark usage policy prevented the 
use of trademarks in the text of a sponsored advertisement 
and also prevented the use of trademarks as keywords if 
so requested by the trademark owner.  But in 2004, Google 
loosened its policy to allow use of trademarks as keywords 
even if objected to by the trademark owner.

Partner

Vincent J. Allen

Continue reading this article at: 
www.cclaw.com/umbrella

Continue reading this article at: 
www.cclaw.com/umbrella

Partner

http://www.cclaw.com/blog/trademark-infringment-can-i-bid-on-my-competitors-trademarks-as-adwords/
http://www.cclaw.com/blog/the-proposed-unified-european-union-patent-system/
http://www.cclaw.com/blog/the-proposed-unified-european-union-patent-system/
http://www.cclaw.com/blog/the-proposed-unified-european-union-patent-system/
http://www.cclaw.com/blog/the-proposed-unified-european-union-patent-system/
http://www.cclaw.com/blog/the-proposed-unified-european-union-patent-system/
http://www.cclaw.com/our-people/attorneys/james-ortega.html
http://www.cclaw.com/our-people/attorneys/james-ortega.html
http://www.cclaw.com/our-people/attorneys/vincent-allen.html
http://www.cclaw.com/blog/trademark-infringment-can-i-bid-on-my-competitors-trademarks-as-adwords/
http://www.cclaw.com/blog/trademark-infringment-can-i-bid-on-my-competitors-trademarks-as-adwords/
http://www.cclaw.com/our-people/attorneys/vincent-allen.html
www.cclaw.com/umbrella
http://www.cclaw.com/umbrella


Professional Profile

Our newest partner, James Ortega, 
focuses his practice on intellectual 
property law, and in particular involves 
the preparation and prosecution of 
patent and trademark applications, 
copyright, trade dress and trade 
secret matters, non-infringement and 
invalidity opinions, freedom to operate 
studies, intellectual property litigation, 
agreements for the development, 

transfer or licensing of technology, and intellectual property 
portfolio management.  

Prior to joining the firm, Mr. Ortega developed extensive 
experience in numerous technology fields and in jurisdictions 
around the globe while working with the largest and most 
globally diverse law firm in the world for many years.  Mr. 
Ortega has represented clients ranging from individuals 
to Fortune 100 clients in all facets of intellectual property 
law.  He has represented clients in numerous technology 
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fields, including optical, software, electrical, mechanical, 
orthopedic, and spinal implant devices, electrical circuits, 
digital signal processing, digital display technologies, 
semiconductor manufacturing processes, security and 
anti-spam technologies, distributed computing networks, 
telecommunications networks, Software as a Service 
technologies, water purification technologies, seismic 
technologies, and electronic message management 
systems.  Mr. Ortega’s diverse experience provides him the 
unique ability to assist clients in protecting their intellectual 
property interests in virtually any technology field, and in 
both the United States and foreign jurisdictions.  

Mr. Ortega is a registered patent attorney before the United 
States Patent and Trademark Office, a member of the State 
Bar of Texas and the Dallas Bar Association, and is admitted 
to practice before the United States District Court for the 
Northern District of Texas.  Mr. Ortega earned his law degree 
from Baylor University.  Prior to law school, he graduated 
from the University of North Texas with a bachelor of science 
degree in electrical engineering.  His undergraduate studies 
also included associate of science degrees in robotics and 
fluid power systems, computer integrated manufacturing, 
and industrial engineering.  
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The Umbrella® is published periodically by the law firm of Carstens 
& Cahoon, LLP to inform readers of recent developments in 
intellectual property. For more information, please visit www.cclaw.
com. This publication is not intended to be used as a substitute for 
legal advice or opinions. It is not intended to create an attorney-client 
relationship or to indicate that such a relationship exists between 
Carstens & Cahoon, LLP and the recipient of this publication, but is 
provided merely as a courtesy to inform the recipient about recent 
developments in the law. 

For more information, please 
contact the editor, Vincent 
Allen at (972) 367-2001 or 
email him at allen@cclaw.com.
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