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Re: Comments on Proposed Rules: “Transitional Program for Covered
Business Method Patents—Definition of Technological Invention”
77 Fed. Reg. 7095 (February 10, 2012)

Dear Under Secretary Kappos:

Intellectual Property Owners Association (IPO) appreciates the opportunity to
provide comments to the U.S. Patent and Trademark Office in response to the proposed
Definition of Technological Invention published in the Federal Register on February 10,
2012,

IPO is a trade association representing companies and individuals in all industries
and fields of technology who own or are interested in intellectual property rights. IPO’s
membership includes more than 200 companies and more than 12,000 individuals who
are involved in the association either through their companies or as inventor, author, law
firm, or attorney members.

Section 18 of the Leahy-Smith America Invents Act (“AIA”) authorizes the
USPTO to issue regulations establishing and implementing a transitional post-grant
review proceeding for covered business method patents. The AIA defined a covered
business method patent as “a patent that claims a method or corresponding apparatus for
performing data processing or other operations used in the practice, administration, or
management of a financial product or service, except that the term does not include
patents for technological inventions,” but left it to the USPTO to define “technological
invention.” The USPTO proposed the following definition:

Technological invention. In determining whether a patent is for a
technological invention solely for purposes of the Transitional
Program for Covered Business Methods (section 42.301(a)), the
following will be considered on a case-by-case basis: whether the
claimed subject matter as a whole recites a technological feature that is
novel and unobvious over the prior art; and solves a technical problem
using a technical solution.
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IPO is concerned that the proposed definition of “technological invention” lacks clarity
and could potentially subject patents without any serious challenge to their validity to a
Section 18 proceeding. The proposed definition also may subject the USPTO to unnecessary
burden in its determination of whether or not a patent qualifies for the transitional program
because it includes consideration of whether the claimed subject matter recites a novel and
nonobvious technological feature. IPO further believes that the proposed definition has not
fully embraced congressional intent as demonstrated in the legislative history, portions of
which are mentioned below to supplement the history noted by the USPTO in its February 10,
2012 publication.

The legislative history includes strong suggestions that Section 18 is meant to address
only the lowest-quality patents. On March 8, 2011, for example, in response to a question
from Senator Pryor, Chairman Leahy made it clear in the Congressional Record that the
language in Section 18 “is simply trying to address the problem of business method patents of
dubious validity.” See 157 Cong. Rec. S1363 (daily ed. March 8, 2011) (emphasis added).
“[Als a practical matter,” according to Senator Leahy, “a patent without any serious challenge
to its validity would never be subject to a proceeding.” 1d. On that same day, Senator
Schumer, the primary author of the provision that became Section 18, stated that the definition
of covered business method patents was developed to capture “the worst offenders in the field
of business method patents.” See 157 Cong. Rec. S1364 (daily ed. March 8, 2011) (emphasis
added).

The legislative history also includes a strong indication that Section 18 is meant to be a
limited proceeding. On September 8, 2011, Senator Durbin voted for the bill but after
receiving assurances that “the scope and application of Section 18 would be appropriately
constrained, as it is critically important that this section not be applied in a way that would
undermine the legislation’s focus on protecting legitimate innovation and job creation.” See
157 Cong. Rec. S1381 (daily ed. March 8, 2011) (emphasis added). On March 8, 2011,
Senator Kyl clarified that the “technological invention” exclusion is included to ensure that
the program applies “only to abstract business concepts and their implementation” but does
not apply to “inventions relating to computer operations for other uses or the application of
the natural sciences or engineering.” See 157 Cong. Rec. S1379 (daily ed. March 8, 2011)
(emphasis added).

IPO believes that the USPTO should consider amending its proposed definition to reflect
the Congressional intent mentioned above by, for example, clarifying that the definition
encompasses multiple (indeed, more than two) factors for consideration as a case may warrant
and is not simply a two-part or multi-part test. 1PO also suggests that potential burden on the
USPTO may diminish by removing the novelty and non-obvious requirement from one of
USPTO’s proposed factors and including instead factors that consider the presence of
technical features where such technical features do not represent simply insignificant pre- or
post-solution activity. In particular, removing the novelty and non-obviousness factor and
replacing it with a factor that takes into account whether all of the technological features of
the subject claims are pre- or post-solution activity may more accurately reflect Congressional
intent and avoid having the USPTO apply a § 102/103 analysis to the claims just to consider
whether or not the qualifying patents are then eligible for review under, inter alia, § 102 and §
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103. IPO also notes that the proposed definition lacks a factor requiring the USPTO to
consider, along with other factors that may be applicable in a particular case, whether the
claimed subject matter is directed to the application of science, mathematics, and/or
engineering.

IPO thanks the USPTO for considering these comments and would welcome any further
dialogue or opportunity to support the USPTO in implementing the Transitional Program for
Covered Business Method Patents and Definition of Technological Invention.

Sincerely,

Richard F. Phillips
President



