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Section 101 of U.S. Patent Law outlines subject matter that is eligible for patent protection, specifically stating that, 
“[W]hoever 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 ….”  

In October 2008, the U.S. Court of Appeals for the Federal Circuit (CAFC) handed down a landmark decision in In re Bilski
when it identified the proper test for determining whether a process constituted patentable subject matter under 35 
U.S.C. §101. The CAFC held that the proper test for determining patentable subject matter was the “machine-or-
transformation test,” and not whether the process produced “useful, tangible, and concrete” results. Less than a month 
after this decision, in Ex Parte Halligan, the United States Patent and Trademark Office (USPTO) Board of Patent Appeals 
and Interferences (the Board) had the opportunity to apply the CAFC’s “machine-or-transformation test” and further 
define its boundaries with regard to computer-implemented processes.

In Ex Parte Halligan, the applicants appealed the USPTO’s rejection of various claims concerning processes (i.e., 
methods) for assessing trade secrets. Specifically, the applicants sought to protect a process for analyzing trade secrets 
which utilized a well-known six-factor test from the First Restatement of Torts §757. Generally, the process calculated a 
value for each trade secret based upon particular inputs related to each of the six factors; each of these were ultimately 
compared to, and ranked against, the values obtained for each of the other trade secrets.  During prosecution, the 
examiner rejected pending claims 1-70 and 119-123 for various reasons. On appeal, the Board analyzed all rejections, 
and, in particular, the rejections under §101 concerning unpatentable subject matter.  

Rejections under §101. The Board had occasion to consider whether claims 119, 120, 122, and 123 recited patentable 
subject matter under §101. In accordance with In re Bilski, the Board analyzed the claims under the “machine-or-
transformation test,” which provides that a claimed process is patent-eligible under §101 if: 

(1) it is tied to a particular machine or apparatus; or 
(2) it transforms a particular article into a different state or thing.  

The Board also acknowledged that, according to the CAFC in In re Bilski, “[t]he use of a specific machine or 
transformation of an article must impose meaningful limits on the claim's scope to impart patent-eligibility,” and that, 
“[t]he involvement of the machine or transformation in the claimed process must not merely be insignificant extra-
solution activity.” The CAFC made no decision, however, on whether or when the recitation of a computer suffices to tie a 
process claim to a particular machine under the machine implementation arm of the test. 

In resolving this issue, the Board stated that, “[t]he [CAFC] [in In re Bilski] explained that transformation of a particular 
article into a different state or thing ‘must be central to the purpose of the claimed process.’” The CAFC also 
acknowledged that, “[t]ransformation of data is sufficient to render a process patent-eligible if the data represents 
physical and tangible objects, i.e., transformation of such raw data into a particular visual depiction of a physical object 
on a display,” and that, “[t]ransformation of data is insufficient to render a process patent-eligible if the data does not 
specify any particular type or nature of data and does not specify how or where the data was obtained or what the data 
represented.” For example, other courts have found a process claim patent ineligible when: (1) the process claim provides 
graphically displaying variances of data from average values; and (2) the process claim involves an undefined "complex 
system" and indeterminate "factors" drawn from unspecified "testing."
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Claims 122 and 123. Claim 122 recited a method based upon the six factors of a trade secret for providing 
documentation, analysis, auditing, accounting, and other management relating to a plurality of trade secrets. This 
method included steps for accepting six inputs, providing a corresponding numerical score value to each of those inputs, 
calculating a single metric from the collective values, repeating the previous steps for each trade secret, and ranking the 
trade secrets according to the calculated metrics. Claim 123 comprised a minor variation of Claim 122. Because each of 
the claims recited a series of process steps that were not tied to any machine or apparatus, the Board quickly found each 
ineligible under the first prong of the machine-or-transformation test. The Board also found the claims unpatentable 
under the second prong of the machine-or-transformation test because the data does not represent any physical and 
tangible object. Instead, “[t]he data represents information about a trade secret, which is an intangible asset.”

Claims 119 and 120. Contrary to claims 122 and 123, process claims 119 and 120 claimed a programmed computer for 
performing a similar series of functional process steps. The Board, however, found claims 119 and 120 unpatentable 
under §101. In particular, the Board found the mere recitation of a programmed computer to not sufficiently tie the 
process claims to a particular machine, as required. Although this issue was not specifically decided in In re Bilski, the 
Board found guidance from the CAFC, which stated that, “[t]he use of a specific machine must impose meaningful limits 
on the claim's scope to impart patent-eligibility.” Particularly, the Board found the mere recitation of a programmed 
computer, “[f]ails to impose any meaningful limits on the claim's scope as it adds nothing more than a general purpose 
computer that has been programmed in an unspecified manner to implement the functional steps recited in the claims.”
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