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Law360, New York (January 27, 2017, 12:55 PM EST) -- Nearly two
years ago, an initial examination of post-Alice[1] challenges to
computer-based patent claims found a dramatic increase both in the
number of Rule 12 motions to dismiss and in the likelihood of
succeeding on such motions.[2] This article revisits and updates that
prior research, now that more than two and a half years have passed
since the U.S. Supreme Court's decision in Alice. While the humber
of Rule 12 motions to dismiss computer-based claims pursuant to §
101 has continued to increase, the grant rate is beginning to level
out. While 90 percent of those motions were granted in the nine
months following Alice,[3] that percentage fell to 71 percent in 2015,
and then fell to 53 percent in 2016.[4] Though the grant rate has
decreased, it remains much higher than the pre-Alice rate,[5] and is
comparable to the grant rate for analogous summary judgment
motions in several key jurisdictions.

This article examines the current trends in § 101 jurisprudence,
comparing the relative success of motions challenging computer-
based patent claims at both the Rule 12 stage and at the summary
judgment stage, and provides several strategies for plaintiffs and
defendants to deal with these trends.

The Supreme Court's Decision in Alice Lesi
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In Alice, a unanimous Supreme Court held that patent claims
covering methods and systems for managing risk in future events such as financial
transactions were directed to patent-ineligible subject matter. In its decision, the court
reaffirmed the two-part Mayo test[6] for evaluating whether claims for abstract ideas are
patent-eligible: (1) Determine whether the claims are directed to a patent-ineligible
concept; and then (2) if the claims are so directed, determine whether any additional
elements, "both individually and 'as an ordered combination' ... 'transform the nature of
the claim' into a patent-eligible application."[7] The court described the second step as a
"search for an 'inventive concept,'" or, "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.""[8]

Under this framework, the court first found that the claims in Alice were drawn to the
abstract idea of "intermediated settlement," noting that this concept is a "fundamental
economic practice long prevalent in our system of commerce."[9] The court then turned to
the second step of the test, and highlighted that the claims "do not ... purport to improve



the functioning of the computer itself" or "effect an improvement in any other technology
or technical field."[10] Thus, because the claims were directed to an abstract idea that
could be "performed by a generic computer," the court found that the claims were directed
to patent-ineligible subject matter and were invalid under § 101.[11]

The Success Rate of Motions To Dismiss Based on § 101 Has
Decreased, But Remains Much Higher Than Pre-Alice

Armed with the Alice precedent, the number of § 101-based Rule 12 motions to dismiss
filed has increased each year since Alice was decided in June 2014. Nineteen such motions
were filed between June 2014 and the end of that year, and then that number nearly
doubled in 2015, with 35 motions filed. In 2016, 77 motions to dismiss computer-based
patent claims under § 101 were filed. As one court noted, Alice opened "the proverbial
motions practice floodgates" such that § 101 is "being litigated daily (if not hourly) in
federal courts across the country."[12]

As the number of motions to dismiss has increased, the grant rate has decreased, falling
from 71 percent in 2015 to 53 percent in 2016, as illustrated below:
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Figure 1. In 2015, Rule 12 motions to dismiss under 8 101 for computer-based subject
matter were granted 71% of the time. In 2016, these motions were granted 53% of

the time. Only 3% of the opinions in 2015 and 14% of the opinions in 2016 denied these
motions and found that the claims were directed to patent-eligible subject matter.

Though district courts are granting these motions at a lower rate, the grant rate varies
substantially among jurisdictions. The four most active venues for Rule 12 motions to
dismiss computer-based patent claims are the District of Delaware, the Eastern District of
Texas, the Eastern District of Virginia, and the Central District of California. In the nine
months after Alice, the District of Delaware led the way in granting Rule 12 motions to



dismiss computer-based infringement claims under § 101, granting all five motions to
dismiss that were heard during that period.[13] In 2015 and 2016, the District of Delaware
also issued the most opinions on computer-based claims and granted the most motions to
dismiss — notwithstanding that the Eastern District of Texas has more patent cases than
does Delaware.[14] Though the District of Delaware has granted the greatest number of
motions to dismiss under § 101, its 2015-2016 grant rate was 64 percent, which is only
slightly higher than the national average of 59 percent over the same two-year span.

The Eastern District of Texas issued the second most opinions and granted the second
most motions to dismiss computer-based claims under § 101 over the course of 2015 and
2016. Consistent with its reputation as a patentee-friendly forum, its grant rate was the
lowest of the four most active venues for § 101 motions to dismiss, at 40 percent.

Surprisingly, the Central District of California — which has a higher likelihood of pro-
defendant outcomes for patent infringement cases than in Delaware and in the Eastern
District of Texas[15] — granted such motions less frequently than the national average, at
50 percent for 2015-2016. However, defendants may have been emboldened by the
perception that this was a relatively friendly forum to bring § 101 challenges, and thus
tried to challenge stronger patents. Indeed, the Central District of California determined
that a challenged patent was valid at the motion to dismiss stage at nearly double the rate
of the national average (20 percent compared to 11 percent). This suggests that the
patents being challenged in this forum were relatively less susceptible to validity
challenges than those that were encountered in other jurisdictions.

The Eastern District of Virginia, also largely considered a defendant-friendly forum,[16]
had an extremely high grant rate of such motions, at 86 percent (although its sample size
is the lowest of any of the four jurisdictions considered in the article). That said, the
Eastern District of Virginia denied only one § 101 motion to dismiss, and in that case it
found that the patents were directed to eligible subject matter.[17]

The disposition of Rule 12 motions challenging computer-based patent claims in the four
most active jurisdictions for such motions is summarized below:

Outcome of § 101 Rule 12 Motions for Computer-Based
Subject Matter by Venue in 2015-2016
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Figure 2. The District of Delaware and the Eastern District of Texas have granted the most
Rule 12 motions under 8 101 over the last two years, though the Eastern District of Texas
has also denied the most motions



The decreasing success of § 101 Rule 12 motions mirrors the recent trend in the Patent
Trial and Appeal Board's decisions on inter partes review institutions. For the first calendar
year the proceeding was available, the PTAB instituted 87 percent of the petitions. But in
fiscal year 2015, the grant rate dropped to 68 percent and held steady through FY 2016.
[18] Just as the first inter partes review decisions often involved patents that were
extremely susceptible to prior-art-based challenges, it appears that the early post-Alice §
101 challenges may have likewise targeted the most vulnerable patents. Defendants may
also have been encouraged to challenge subject-matter eligibility by the dearth of Federal
Circuit decisions in this area.

Notably, although the grant rate for § 101 motions to dismiss has fallen over the past two

years, it remains comparable to the grant rate for § 101 summary judgment motions. The

chart below compares the recent grant rates for these § 101 motions among the District of
Delaware, Eastern District of Texas and Central District of California:[19]

Comparison of § 101 Rule 12 and Summary Judgment Motions
for Computer-Based Subject Matter by Venue in 2015-2016
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Figure 3. Though the national average for the success rate for motions to dismiss is
comparable 106 ha rate for summary udgment (S9% and 61 respactiultyl, the rates
aned for unsdicbons other the Telawvane.

Among these jurisdictions, the District of Delaware has been the most receptive to § 101
challenges at the Rule 12 stage, although the grant rate for § 101 summary judgment
motions is virtually identical (64 percent vs. 62.5 percent, respectively).

Interestingly, the Eastern District of Texas — which is less likely than the District of
Delaware to dismiss computer-based infringement claims at the outset of litigation — is
even less likely to do so at summary judgment. In 2015-2016, the Eastern District of
Texas granted only 32 percent of § 101 summary judgment motions for computer-based
claims, which is roughly half of the national average rate of 61 percent.

In contrast, § 101 motions in the Central District of California fared far better than in the



Eastern District of Texas. Although the Central District of California has granted § 101
motions to dismiss at a rate below that of both Delaware and the national average, this
jurisdiction grants summary judgment of invalidity for computer-based claims under § 101
at a rate that is substantially higher than the national average (75 percent vs. 61 percent).

The foregoing statistical analysis itself allows litigants to make better informed decisions
regarding where to file infringement suits, whether to challenge the subject matter
eligibility of computer-based claims, and when to do so. For instance, the best chance of
succeeding on a Rule 12 motion to dismiss such claims has statistically been in the District
of Delaware, while the best chance of doing so at summary judgment is in the Central
District of California. And while the Eastern District of Texas has been the least receptive of
these jurisdictions to Rule 12 challenges, it is also the least likely to find claims valid at the
Rule 12 stage, meaning that there is little risk in challenging such patent claims there
through a motion to dismiss.

Strategies for Litigants in Light of the Recent Trends in § 101
Jurisprudence

The use of Rule 12 motions by defendants facing infringement claims based on computer-
based subject matter is likely here to stay. But now that there have been hundreds of
post-Alice decisions resolving such motions, several guiding principles for both plaintiffs
and defendants have emerged. In addition to the statistical insights discussed above, there
are also some specific strategies that can employed when navigating the new § 101
landscape.

In denying § 101 motions to dismiss computer-based patent claims, courts have typically
relied on one of the following rationales: (1) claim construction is necessary to resolve the
§ 101 challenge; or (2) the defendant did not meet the burden on at least one of the two
Alice steps and thus the motion was dismissed without prejudice to developing § 101
arguments later in the case.[20]

Patent owners have had mixed results in raising issues of claim construction to avoid an
ineligibility determination at the motion to dismiss phase, but introducing claim
construction as a threshold issue can allow the court to sidestep the Alice analysis in its
entirety. The best chance of success for patent owners tends to be based on adopting a
strategy of (1) portraying the parties as engaged in a fundamental dispute over the basic
character and coverage of the patent claims, and/or (2) a specific and detailed claim
construction argument based on expert testimony.

An example of the first strategy is found in WAG Acquisition LLC v. Multi-Media LLC.[21] In
that case, the court declined to conduct the Alice analysis until after claim construction and
credited the patent owner's argument that "the parties disagree on key areas of
interpretation, including the fundamental question of what [the] patents are about."[22]
Similarly, the second strategy of focusing on specific claim limitations succeeded in Wetro
Lan LLC v. Phoenix Contact USA Inc.[23] In that case, the court credited the patentee's
expert's proposed construction of a disputed term in concluding that claim construction
"will assist ... in determining whether the claims are direct[ed] to [patent-eligible]
improvements in computer technology."[24]

On the other hand, if patent owners attempt to raise claim construction as a threshold
barrier to dismissal, defendants can attempt to portray these arguments as an improper
attempt to sidestep the § 101 analysis by demonstrating how claim construction would not
change the § 101 analysis.[25] Defendants can fault plaintiffs that do not propose
particular constructions, but still argue that claim construction would be an essential
predicate step to the § 101 analysis.[26] If plaintiffs do propose a construction, defendants
can moot plaintiffs' calls for claim construction by accepting plaintiffs' proposed
construction for the motion and arguing that they still fail under § 101.[27]



In addition to arguments relating to claim construction, parties should devote a significant
portion of their written submissions to a discussion of how their case does (or does not) fit
within the precedent established by the Federal Circuit. Although patent litigants often cite
general Federal Circuit precedent regarding claim construction or invalidity, many litigants
are often reluctant to rely too heavily on factual analogies, given that each patent is a
unique document that stands on its own. The heavy use of factual precedent in the § 101
context therefore appears to be an important and new development.

Since Alice, the Federal Circuit has found computer-based claims to be patent-eligible
subject matter only five times: DDR Holdings in December 2014;[28] Enfish in May 2016;
[29] Bascom in June 2016; [30]McRO in September 2016;[31] and Amdocs in November
2016.[32] However, these decisions can be potent weapons for litigants — the more that
the patent claims in question can be directly analogized to (or distinguished from) one of
these five cases, the more likely it is that the court will make a definitive ruling at the Rule
12 stage. District courts have consistently and repeatedly drawn from the recent Federal
Circuit cases in denying § 101 motions and finding the claims to be eligible: Two-thirds of
the district court cases finding computer-based claims valid at the motion-to-dismiss stage
in 2015 and 2016 specifically and directly analogized the factual content of the claims at
issue or plaintiff's underlying rationale to those in at least one of five Federal Circuit
decisions.

Indeed, while different Federal Circuit panels approach the Alice analysis in different ways,
the court in Amdocs observed that courts are using "classic common law methodology" for
§ 101 motions by "examin[ing] earlier cases in which a similar or parallel descriptive
nature can be seen — what prior cases were about, and which way they were
decided."[33] For example, in F5 Networks Inc. v. Radware Inc.,[34] the district court
reasoned that the claims were akin to a "filtering mechanism," which the Federal Circuit
found to be eligible in Bascom. The court found Bascom instructional in both steps of the
Alice analysis, reaching the same conclusion that the claims were directed to an abstract
idea, but were saved by an inventive concept, because the claims describe "how its
particular arrangement of elements is a technical improvement over prior art ways of
filtering such content" and were sufficiently narrow to not risk preemption of all filtering
mechanisms.[35]

Even if the challenged subject matter is not substantially similar to the claims held eligible
by the Federal Circuit, patent owners can take advantage of trends underlying the
rationale for computer-based claims. For example, in Proxyconn Inc. v. Microsoft
Corporation,[36] the court rejected the defendant's argument that a patent covering a
method for increasing data access in networks was directed to an abstract idea because,
like Enfish, the claims were directed to an improvement on "the way the computer
functions,"[37] and like McRO, the claims incorporated "rules that are specifically
conceptualized to improve an existing technological process."[38] The court did not
analyze Step 2 after finding that the patent was not directed to an abstract idea.[39]

In analyzing the post-Alice developments in § 101 challenges to computer-based claims at
the motion to dismiss stage, special attention must be paid to the District of Delaware, for
two reasons. First, this is the jurisdiction with the largest number of these motions filed
(and granted). Second, this jurisdiction is likely to see an even greater number of patent
cases (and such motions) in the future.[40]

In the District of Delaware, Judge Sue L. Robinson has articulated a somewhat unique test
derived from Federal Circuit cases on patent eligibility of computer-based claims: "the
claims (informed by the specification) must describe a problem and solution rooted in
computer technology, and the solution must be (1) specific enough to preclude the risk of
pre-emption, and (2) innovative enough to 'override the routine and conventional' use of
the computer."[41] Judge Robinson expressed dismay at what she deemed to be an overly



stringent or difficult-to-discern analysis developed by the Federal Circuit.[42] Of the five
opinions that she has issued in the last two years on Rule 12 motions under § 101 for
claims directed to computer-based subject matter, only two have been granted (40
percent).[43] In addition to factually analogizing Federal Circuit cases, litigants appearing
before Judge Robinson should focus on the particular test that has been enumerated for
this analysis.

On the other hand, Judge Richard G. Andrews in the District of Delaware has found at least
one claim ineligible in all six § 101 motions to dismiss computer-based claims that he has
ruled on in the last two years. In his opinions, Judge Andrews took care to distinguish
patentees' arguments and the patent claims from those in Federal Circuit cases finding
patents eligible. For example, in Visual Memory LLC v. NVIDIA Corp., Judge Andrews noted
that Enfish does not "exempt[] from § 101 scrutiny all patents which purport to improve
the functioning of a computer."[44] Likewise, in Nice Systems Ltd. v. ClickFox Inc., Judge
Andrews held that "unlike in DDR Holdings, the problem [this] patent purportedly
addresses is not itself inherently limited to the specific technological environment claimed
by the patentee."[45] Both cases are on appeal in the Federal Circuit.

Conclusion and Final Thoughts

In the past two years, an initial post-Alice deluge of decisions granting motions to dismiss
computer-based patent infringement claims has subsided somewhat, so that defendants
today have only slightly better than a 50 percent chance of invalidating such claims based
on § 101 at the Rule 12 stage of litigation. That said, while district courts denied motions
at a higher rate in 2015 and 2016, there is little risk to bringing § 101 challenges early in
the litigation as courts rarely find patents eligible at that stage. Indeed, in the Eastern
District of Texas, defendants may face a better chance at securing dismissal at an early
stage rather than at summary judgment.

Though it may be statistically more difficult than it was two years ago to succeed on a Rule
12 motion challenging computer-based claims pursuant to § 101, patentees should still
consider vulnerabilities on eligibility early, while infringement defendants should focus on
minimizing issues of claim construction and factually distinguishing the claims asserted in
their cases from those at issue in the five post-Alice Federal Circuit opinions finding subject
matter eligibility.

Motions to dismiss computer-based claims are likely not merely a temporary aberration,
and are therefore something that both plaintiffs and defendants should continue to
consider as part of their calculus early on in litigation.

Edward L. Tulin and Leslie A. Demers, are associates in the New York office of Skadden
Arps Slate Meagher & Flom LLP.
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of the firm, its clients, or Portfolio Media Inc., or any of its or their respective affiliates.
This article is for general information purposes and is not intended to be and should not be
taken as legal advice.
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