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Before:  JENNIFER S. BISK; RAMA G. ELLURU; JEREMY 

M. PLENZLER (via video link); and MATTHEW R. CLEMENTS (via 

video link), Administrative Patent Judges. 
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P R O C E E D I  N G S 1 

(10:03 a.m.)  2 

JUDGE ELLURU:  Please be seated.   Good 3 

morning.   We are  here for  the f inal  hearing in 4 

CBM2015-0015, CBM2015-0016, CBM2015-0017 and 5 

CBM2015-0018, Apple Inc.  versus Smartf lash LLC.   6 

This  is  also the f inal  hearing for  CBM2014-00192, 7 

with which CBM2015-00119 has been consol idated; 8 

CBM2014-00193, with which CBM2015-00120 has been 9 

consol idated;  CBM2014-00194, with which CBM2015-00117 10 

has been consolidated;  and CBM2014-00199, Samsung 11 

Electronics  America,  Inc. ,  Samsung Electronics  Company,  12 

Limited,  and Apple,  Inc.  v .  Smartf lash.    13 

I 'm Judge Elluru.  To my right  is  Judge Bisk.   And 14 

appearing remotely from San Jose is  Judge Clements  and from 15 

Detroi t  is  Judge Plenzler .    16 

Let 's  begin with appearances from counsel ,  17 

s tart ing with Pet it ioner Apple.  18 

MR. BAUGHMAN:  Your Honor,  Steve Baughman.   19 

With me is  my col league,  J im Batchelder,  Ching-Lee Fukuda 20 

and Megan Raymond for Apple.   And we have with us a 21 

representative of  apple,  Cyndi  Wheeler .    22 

JUDGE ELLURU:  Thank you.  And for 23 

Smartf lash?   24 
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MR. CASEY:  Good morning,  Your Honor.   1 

Michael  Casey on behalf  of  the Patent  Owner Smartf lash.   2 

With me is  my col league Greg Krauss.   And with me also is  3 

the inventor of  the patent .   4 

JUDGE ELLURU:  Thank you.  I  would l ike to go 5 

over how we wil l  proceed today.   We wil l  have two sessions 6 

of  hearings.   The f i rs t  session wil l  commence momentari ly 7 

and cover the hearings for  CBM2015-0015, 16,  17 and 18.    8 

Each party,  Apple and Smartf lash,  wil l  have 75 9 

minutes  of  total  t ime to present  i ts  argument .   But  let  me 10 

remind the part ies  that ,  pursuant  to  our previous order,  we 11 

had dismissed Apple as  a Pet i t ioner from CBM2015-00015 12 

and CBM2015-00018, and also from 2015-00016, with respect  13 

to claim 1 of the '458 patent ;  and from CBM2014-00194 with 14 

respect  to  claims 2 and 11 of the '221 patent .    15 

Pet i t ioner Apple has the burden so wil l  go f i rs t .   16 

Then Patent  Owner wil l  argue i ts  opposit ion to Peti t ioner 's  17 

case.   And then i f Pet i t ioner Apple has reserved any t ime,  18 

Pet i t ioner can use that  t ime for rebut tal .    19 

The second session wil l  commence at  1:30 p.m. 20 

and wil l  cover oral  hearings for  CBM2014-00192, 193, 194 21 

and 199.   22 

Please remember that  Judges Clements  and 23 

Plenzler  cannot  see whatever is  being projected on the screen.   24 

So when you refer  to  a demonstrat ive on the screen,  please 25 
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s tate the s lide number so these Judges can follow along and 1 

we have a clear  t ranscript .    2 

Also,  please make clear  at  al l  t imes to which case 3 

and to which claim a  part icular  argument  relates .    4 

I  wil l  use the clock on the wall  to  t ime you and 5 

wil l  give you a warning when you are reaching the end of 6 

your argument  t ime.    7 

Do counsel  have any quest ions,  s tart ing with 8 

Pet i t ioner?    9 

MR. BAUGHMAN:  Not  from Pet i t ioners ,  Your 10 

Honor.    11 

MR. CASEY:  Yes,  Your Honor,  I  do.   Your 12 

Honor,  the order that  was issued on November 5th --  i t  says 13 

here on the 4th but  i t  was actual ly I  think entered on the 5th 14 

--  indicates  in  footnote 3 and footnote 5 that  you wil l  not  be 15 

hearing any --  sorry,  footnote 6,  that  you wil l  not  be hearing 16 

any arguments  as  relates  to  15 and 18.   So this  hearing is  17 

actual ly not  for  15 and 18.   18 

JUDGE ELLURU:  Is  Patent  Owner making a 19 

request  at  this  t ime?   20 

MR. CASEY:  No, Your Honor.   Patent  Owner is  21 

making the point  that  Your Honors have cancel led 15 and 18 22 

or have noticed,  have informed the part ies  that  15 and 18 are 23 

cancel led. 24 
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JUDGE ELLURU:  We've dismissed Pet i t ioner 1 

from those cases.   2 

MR. CASEY:  And the order says that  you are  not  3 

going to hear arguments  on 15 and 18.   Is  that  correct?    4 

JUDGE ELLURU:  That  is  correct .   Is  Patent  5 

Owner making a request  to  make argument  with respect  to  6 

those claims?   7 

MR. CASEY:  With respect  to  those claims,  Your 8 

Honor,  Patent  Owner is  respectful ly request ing that ,  given 9 

that  you have already cancel led,  that  i t  be given an 10 

opportuni ty in  the future to  have a separate oral  argument .   11 

You have already cancel led i t .    12 

So statutori ly,  under 35 U.S.C. 326 (a)(10),  the 13 

Patent  Owner has a r ight  to  a hearing on this  case.    14 

And the PTAB cancel led that  hearing without  15 

not ice and without  conferring with --  or  without  being in 16 

conformance with 325 --  35 U.S.C. 326 (a)(10).  17 

JUDGE BISK:  So why don' t  you talk about  those 18 

cases today then.   19 

MR. CASEY:  Your Honor,  you have already 20 

cancel led that  case.   I  can ' t  be requested to prepare an 21 

argument  in  two seconds.   You have already made your - -  22 

issued your rul ing.   You can ' t  undo a rul ing three seconds 23 

before the hearing.   24 
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JUDGE ELLURU:  We've dismissed Pet i t ioner 1 

from those cases as  well  with respect  to  certain claims.   2 

MR. CASEY:  Yes,  I  understand,  Your Honor.   So 3 

the issue is  whether or  not  the proceeding is  terminated with 4 

respect  to  those --  whether those proceedings are terminated 5 

or  whether those proceedings are only dismissed with respect  6 

to  the Pet i t ioner.    7 

So i f  --  Your Honor ci ted Progressive and 8 

Blackberry as  supporting the fact  that  you can go forward 9 

even without  a  Pet i t ioner.   But  nei ther of  those cases is  10 

actual ly on point .   So the actual  proceedings in 15,  18 and the 11 

proceeding in 16 --   12 

JUDGE BISK:  Excuse me.  Why didn ' t  you bring 13 

this  up before just  now?   14 

MR. CASEY:  Your Honor,  you issued the order 15 

on Thursday.   The t ime for  a  reconsiderat ion hasn 't  even 16 

passed yet .   17 

JUDGE ELLURU:  You could have requested a 18 

teleconference and asked whether you --  you could have 19 

brought  this  up in a teleconference Thursday or Friday.   20 

MR. CASEY:  That  may be,  Your Honor,  but  the 21 

real i ty is  that  you cancel led the hearing without  providing 22 

not ice.   You did i t  too late to  actual ly provide us with the 23 

abi l i ty to  respond.   24 
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JUDGE BISK:  So when do you want  to  have a 1 

hearing on this?    2 

MR. CASEY:  We wil l  have to f ind out ,  Your 3 

Honor,  you wil l  have to look at  your calendar,  but  the issue 4 

arises  --   5 

JUDGE BISK:  Well ,  you say today is  too late.   6 

When is  not  too late?    7 

MR. CASEY:  Two weeks.   Your Honor,  there is  a  8 

separate issue that  has to  be addressed at  this  point ,  which is  9 

i f  you are going to go forward,  the Board has s tepped into the 10 

shoes of  the Pet i t ioner.    11 

325 is  supposed to be an ant i-harassment  s tatute.   12 

I t  is  supposed to prevent  exactly the kind of behavior that  is  13 

now occurring,  which is  there has already been one f inal  14 

wri t ten decision,  and now the proceedings continue against  15 

the Patent  Owner and drive up costs ,  increase delays,  and the 16 

Board is  now doing on behalf  of  Pet i t ioner that  which 17 

Pet i t ioner cannot do themselves,  which is  cont inue the 18 

proceeding rather than terminate.   19 

JUDGE ELLURU:  As we indicated in our order,  20 

the record has been closed in these proceedings.   21 

MR. CASEY:  Your Honor,  the record is  not  22 

closed.   The record remains open because there can be 23 

admissions yet .   And the record is not  closed because 24 

s tatutorily Patent  Owner  is  ent i t led to a hearing.    25 
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You have created a s i tuat ion where the only way 1 

to move forward with the s tatutory r ights  that  the Patent  2 

Owner has is  to  have a hearing,  but  the only person who could 3 

be s tanding in the shoes of  the Peti t ioner at  this  point  is  the 4 

Board.   So the Board is  both adjudicator and party.   5 

JUDGE BISK:  But  where are the admissions 6 

coming from?   7 

MR. CASEY:  They could be an admission of a 8 

party.   9 

JUDGE BISK:  But  there is  only you left ,  the 10 

Patent  Owner left .    11 

MR. CASEY:  That  may be,  Your Honor,  but  that  12 

doesn ' t  mean the record is  closed,  nor has Patent  Owner 13 

waived i ts  r ight  to  a hearing.   14 

JUDGE ELLURU:  We do this  in  set t lements  as  15 

well ,  when part ies  have set t led on the 11th hour,  we have 16 

proceeded to f inal  wri t ten decis ion.   17 

MR. CASEY:  Your Honor,  that 's  under a different  18 

sect ion.   That 's  under 327, which expressly provides the 19 

abi l i ty for  the Board to continue to a f inal  hearing even i f  the 20 

part ies  have set t led.    21 

This  isn ' t  327.   This  is  325.   I t  is  essential ly an 22 

ant i-harassment  s tatute.   And as  I  said,  the Board is now 23 

doing exact ly what  the Pet i t ioner is  prohibi ted from doing 24 

i tself ,  which is  causing this  procedure to cont inue on.    25 
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The only possible remedy is  that ,  rather than 1 

dismissal ,  this  case actual ly be terminated.   This  isn ' t  l ike 2 

Progressive where --   3 

JUDGE ELLURU:  So you are re-rais ing the issue 4 

of  request ing a motion to terminate those cases which we 5 

have already ruled on.   6 

MR. CASEY:  And, Your Honor,  the t ime period 7 

for  request ing reconsiderat ion of that  has not  yet  run.   8 

JUDGE ELLURU:  Understood.  9 

MR. CASEY:  Nor has the t ime per iod for  10 

requesting essential ly that  the Chief  Judge take act ion i f  that  11 

is  also required.    12 

So the fact  is  that  this  ruling came two days 13 

before this  hearing.   And we are  where we are  because of  the 14 

order the Board issued,  but  this  is  not  the doing of the Patent  15 

Owner.   16 

JUDGE ELLURU:  Thank you.  I 'm going to 17 

confer  with my Panel  for  a  few minutes .    18 

(Pause) 19 

JUDGE ELLURU:  Mr.  Casey,  we do have a 20 

question for  you.   21 

MR. CASEY:  Yes,  Your Honor.  22 

JUDGE ELLURU:  Are  you request ing argument  23 

on the 325 issue or  to  argue on the meri ts  of  the two cases?    24 
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MR. CASEY:  Your Honor,  i f  the --  I  guess  I 'm 1 

having a hard t ime.  Can you be more specif ic  with your 2 

question,  and then I  can t ry to  answer i t .    3 

JUDGE ELLURU:  You said that  you would l ike a 4 

hearing at  a  later t ime.   Is  that  with respect  to  the meri ts  of  5 

CBM2015-0015 and CBM2015-0018 or is  that  with respect  to  6 

the 325 issue that we have already ruled on?   7 

MR. CASEY:  So,  Your Honor,  this  wil l  play out  8 

in  two steps.   If  Your Honors say that  you wil l  not  grant  us  a 9 

hearing,  then that 's  an issue of  essent ially preventing a 10 

s tatutory r ight  that  is  granted to the Patent  Owner.    11 

If  you say you are going to grant  us  a hearing,  12 

then the only way you can grant  us  the hearing is  i f  the Board 13 

s teps into the shoes of  the Pet i t ioner and does on behalf  of  14 

the Pet i t ioner that  which the Pet i t ioner cannot  do i tself .    15 

As a resul t ,  at  that  point  --  to  lay my cards on the 16 

table --  I 'm going to ask that  the Panel  recuse i tself  because 17 

i t 's  going to be on both the same side of  the Pet i t ioner and the 18 

adjudicator.    19 

JUDGE BISK:  Couldn ' t  you;  can ' t  you make that  20 

argument  today?   21 

MR. CASEY:  I 'm sorry?  22 

JUDGE BISK:  And you can ' t  make that  argument  23 

today? 24 
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MR. CASEY:  I  can certainly make the argument  1 

today,  Your Honor,  that  i f  you s tep into the shoes of  the 2 

Pet i t ioner and say that  you wil l  grant  me a  hearing in the 3 

future,  that  you haven' t ,  in  fact ,  put  yourself  in  the posit ion 4 

of  the Pet i t ioner.   5 

JUDGE BISK:  So what  do you need the two 6 

weeks for ,  is  what  I 'm trying to f igure out? 7 

MR. CASEY:  To have a hearing on 15 and 18,  8 

Your Honor.   If  you decide that  you are not  going to recuse 9 

yourself  or  the Patent  Office is  going to go forward with the 10 

hearing in 15 and 18 --   11 

JUDGE BISK:  So wait  a  minute.   This  is  a  12 

different  request .   What  you are  asking for  is  not  only a 13 

hearing in two weeks but  a  hearing with a different panel  in  14 

two weeks.   15 

MR. CASEY:  Yes,  Your Honor,  absolutely.   16 

JUDGE BISK:  Okay.   17 

MR. CASEY:  And, Your Honor,  I  wil l  go so far  18 

as  to  say that  i f  you say that  you are going to grant  the 19 

request  for  a  hearing and the Board is  saying i t  is  going to 20 

s tep into the shoes of  Pet i t ioner,  I 'm going to request  a  21 

different  hearing for  al l  of  today.   22 

JUDGE BISK:  Okay.  So is  there anything that  23 

you could argue today that  would sat isfy one of these two 24 

cases?    25 
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MR. CASEY:  I  guess ,  Your Honor,  I  need to 1 

know whether or  not  the Board has become the Pet i t ioner or  2 

the Board is  going to grant  a  hearing,  or  the Board is  not  3 

becoming the Pet i t ioner,  and then we can --   4 

JUDGE BISK:  Okay.  I  think I  understand what  5 

you are  saying.   6 

JUDGE ELLURU:  And we have another question 7 

for  you.   8 

MR. CASEY:  Yes,  Your Honor.  9 

JUDGE ELLURU:  How are the arguments  in  16 10 

and 17 different  --  or  how are the arguments  in  15 and 16 11 

different  from the arguments  you are going to make within 16 12 

and 17 with respect  to  the meri ts?    13 

MR. CASEY:  I  haven' t  decided that ,  Your Honor.   14 

They may not  be different  in  the long run,  but  you 15 

certainly can ' t  ask me --   16 

JUDGE ELLURU:  So your arguments  have to be 17 

based on your briefing and we haven' t  seen any differences.   18 

MR. CASEY:  Absolutely.   Your Honor,  are you 19 

saying that  you are not  going to grant  me a  hearing for  15 and 20 

18 or  --   21 

JUDGE ELLURU:  The Panel  has not  made any 22 

decis ions yet .   I 'm asking you a quest ion with respect  to  23 

CBM2015-0015 and 16,  and why those arguments  with respect  24 
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to  the meri ts  would be different  than the arguments  you wil l  1 

be making today with respect  to  CBM2015-0016 and 17?   2 

MR. CASEY:  Your Honor,  I 'm not  sure that  they 3 

would be,  but  I  am not  capable of  making that  decision with 4 

zero not ice after  the Board has already cancel led the hearing 5 

on those 15 and 18 last  week.  I 'm not  capable of  doing that ,  6 

Your Honor.   7 

JUDGE ELLURU:  Thank you.  Al l  r ight .   Could 8 

we hear from Pet i t ioner Apple briefly to  see i f  i t  has  any 9 

response at  this  point?    10 

MR. CASEY:  Your Honor,  just  so we are  clear ,  11 

they are not  Pet i t ioners  in  15,  18 or claim 1 of  16 any more.   12 

So they have no s tanding to discuss the issues in  15,  18 and 13 

claim 1 of the 16 matter .   They are  not  Pet i t ioners  any more.   14 

You have already dismissed them.  15 

JUDGE ELLURU:  All  r ight .   Thank you.  We 16 

agree.   Thank you.   17 

Please bear with us  while we confer a  l i t t le  18 

further.    19 

(Pause)  20 

JUDGE ELLURU:  Counsel ,  the Panel  has 21 

conferred and the Panel  has decided to al low the Patent  22 

Owner to  argue with respect  to  al l  four cases ,  23 

CBM2015-0015, CBM2015-0016, CBM2015-0017 and 24 

CBM2015-0018.  25 
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MR. CASEY:  Your Honor,  there is  insufficient  1 

t ime to prepare for  15,  18 and claim 1 of  the 0016 matter .   2 

You have already cancel led those arguments .   You can ' t  tel l  3 

me two minutes  beforehand that  I  have to be prepared for  4 

those as  well .    5 

I  mean, you can tel l  me that ,  but  I 'm going to 6 

request  a  conference.   I 'm going to request  an emergency 7 

motion with the Chief  Judge.   This  is  outrageous.   8 

JUDGE ELLURU:  Your posi t ion is  understood.   9 

MR. CASEY:  Okay.  Are you saying that  i f  I  10 

don' t  argue 15 and 18 today,  I 've waived?   11 

JUDGE ELLURU:  I  am not  saying anything other 12 

than that  you are  ent i t led to argue those --  we are giving you 13 

the opportunity to  argue those cases today given the 14 

s imilari ty of  arguments  in  al l  four cases.   15 

MR. CASEY:  Okay.  So Your Honors are holding 16 

a hearing on 15 and 18 today,  you are wil l ing to hold a 17 

hearing on 15 and 18 today?  You have s tepped into the shoes 18 

of the Pet i t ioner?   19 

JUDGE ELLURU:  The Panel  has agreed to give 20 

you the opportunity,  to  give Smartf lash the opportuni ty to  21 

argue i ts  case in CBM2015-0015 and CBM2015-0018.  22 

MR. CASEY:  Okay.  Your Honor,  I  would move 23 

that  the Panel  recuse i tself  as  i t  has  now stepped into the 24 

shoes of  the Pet i t ioner,  because i t  is  doing in 15 and 18 by 25 
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maintaining this  proceeding that  which the Pet i t ioner i tself  1 

cannot  do.   2 

JUDGE ELLURU:  Your request  is  denied.   3 

MR. CASEY:  Okay.  Your Honor,  I  also would 4 

request  that  the Patent  Owner be given two weeks to prepare 5 

i ts  arguments  for  15 and 18 and claim 1 of the 0016 patent .   6 

JUDGE ELLURU:  You can make that  request .   7 

Again,  we ask that  you make that  request  at  another t ime in 8 

wri t ten form.  9 

MR. CASEY:  Okay.  10 

JUDGE ELLURU:  So we wil l  s tart  with Pet i t ioner 11 

Apple.    12 

Mr. Baughman, would you l ike to reserve any t ime 13 

for  rebut tal?    14 

MR. BAUGHMAN:  Yes,  Your Honor.   We would 15 

l ike to spl i t  our t ime roughly in half ,  so i f  we could reserve 16 

half  our t ime,  please,  which I  think is  38 minutes .    17 

JUDGE ELLURU:  33 minutes? 18 

MR. BAUGHMAN:  37 and a half .   Thank you, 19 

Your Honor.  20 

JUDGE ELLURU:  All  r ight .  21 

MR. BAUGHMAN:  Good morning,  Your Honors.   22 

May i t  please the Board.   And, Judges Clements  and Plenzler ,  23 

i f  I  s tep away from the microphone,  please feel  free to  remind 24 

me to wander back.   I  apologize in advance i f  I  do that .    25 
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Your Honors,  Pet i t ioner have provided our 1 

posit ions and evidence in these two tr ials  in  briefing and I  2 

have before Your Honors s l ide 1 of  our demonstrat ives,  3 

Apple 's  demonstrat ives indicat ing the two tr ials  we 4 

understand are in  play for  Pet i t ioner Apple.   That  is  the 5 

00016 and 00017 matters  based on Your Honors '  order dated 6 

November 4th.    7 

To assis t  the Board in considering the record for  8 

which we rely on our papers  and the evidence we have 9 

already submit ted,  we propose to discuss in  our opening 10 

discussion this  morning two topics along with any quest ions,  11 

of course,  the Board may have.  12 

So after  some brief  opening remarks,  f i rs t  my 13 

col league,  Mr.  Batchelder,  is  going to address  the 14 

inel igibi l i ty of  the claims of the '458 and '598 patents  that  are 15 

at  issue in these proceedings under the Supreme Court 's  16 

two-step inquiry mandated in Mayo and Alice,  and in 17 

part icular  under the second prong of that  test ,  s ince Patent  18 

Owner has made no argument  whatsoever to  contest  that  i ts  19 

claims are directed to abstract  ideas under the f i rst  prong of 20 

Mayo and Alice.    21 

Second, I 'm going to address  Patent  Owner 's  22 

legal ly-misguided arguments  about  preemption which,  as  the 23 

Supreme Court  and Federal  Circuit  have made clear ,  is  not  24 

some separate or  al ternat ive test  for  subject  matter  el igibi l i ty 25 
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under Sect ion 101.  I t  is  certainly not  the end run they have 1 

suggested in an effort  to  avoid the mandatory two-s tep test .    2 

Instead preemption is  s imply a motivation behind 3 

and is  completely subsumed by the two-step test  appl ied by 4 

the Supreme Court  in  Alice and Mayo, where the court  5 

recognizes that  courts  are not  insti tutional ly well  sui ted to 6 

dis tinguish among different  abstract  ideas based on judgments  7 

about  how narrowly or broadly they might  be expected to 8 

foreclose future innovat ion.    9 

I  wil l  be prepared i f  the Board should have any 10 

questions to address  the inval idi ty of  claim 11 of the '458 11 

patent  under Section 112 or any of  the other arguments  Patent  12 

Owner has thrown up to t ry to  s tave off  inval idat ion of the 13 

chal lenged claims.    14 

Turning to s l ide 2 of  Apple 's  demonstrat ives,  just  15 

to give the Board an overview of the demonstrat ives we have 16 

this  morning,  we plan to address  basical ly the f i rs t  half  of  17 

topics  in  our sl ides.   We have an appendix with some 18 

additional  detail  that  may or may not  come up depending on 19 

the Board 's  questions.    20 

Now, there is  a  relat ively narrow l is t  of  issues 21 

that  remains in  dispute before us .   Before we jump in,  I  would 22 

l ike to make three brief  observations about  the kind of 23 

arguments  and evidence Patent  Owner has put  before this  24 

Board.    25 
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The f i rs t  point  is  about  waiver.   This  t r ial  begins 1 

and ends with appl ication of the Supreme Court 's  two-part  2 

test  for  patent-el igible subject  mat ter  under Mayo and Alice.   3 

And Patent  Owner has waived any argument  with respect  to  4 

the f i rs t  part  of  that  test .    5 

I t  has  offered no argument  disput ing that ,  as  6 

Pet i t ioner demonstrated and the Board agreed in the 7 

Inst i tution Decision,  the claims at  issue here are directed to 8 

abstract  ideas.   9 

JUDGE ELLURU:  Counsel ,  al l  specif icat ions and 10 

chal lenged patents  are related.   Is  i t  your posi t ion that  the 11 

abstract  idea of  al l  the chal lenged claims and al l  chal lenged 12 

patents  is  the same?   13 

MR. BAUGHMAN:  Your Honor,  I  think the 14 

abstract  ideas could be art iculated that  way.   15 

JUDGE ELLURU:  And what  is  that?  16 

MR. BAUGHMAN:  I t  is  the idea of  access  to  17 

content  based on payment .   I  think we actual ly have a s l ide 18 

addressing this  in more  detai l  and how the Board has defined 19 

i t  as  well .    20 

Sl ide 6,  please.   And here we are  talking about  the 21 

concept  of  control l ing access .   The Board has in  i ts  22 

Inst i tution Decision in the 0016 matter  noted that  i t  is  23 

restr ict ing access to  s tored data based on supplier-defined 24 

access  rules  and payment  data.    25 
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JUDGE ELLURU:  So that 's  a  l i t t le  different  than 1 

your characterizat ion.   So I 'm trying to determine what  is  2 

your characterizat ion of the abstract  idea and do you agree 3 

that  i t  is  the same in al l  cases?    4 

MR. BAUGHMAN:  Your Honor,  we agree with 5 

the Board 's  art iculat ion of the abstract  idea and,  respectfully,  6 

I  think more than one person could come up with more than 7 

one formal  way of s tat ing the abstract  idea,  but  I  think the 8 

abstract  ideas are essent ially the same.  9 

JUDGE BISK:  Can I  ask you, what  about  the 10 

Distr ict  Court 's  version of the abstract  idea?   11 

MR. BAUGHMAN:  If  I  might ,  Your Honor,  may I  12 

ask my col league,  Mr.  Batchelder,  to  help address  that  13 

question?   14 

JUDGE BISK:  Okay.  15 

MR. BATCHELDER:  If  I  could,  Your Honor,  the 16 

Board 's  --  17 

JUDGE BISK:  And then go to the microphone,  18 

though, so that  we al l  can hear.  19 

MR. BATCHELDER:  Sure.   Just  give me one 20 

moment .   Again,  James Batchelder,  Ropes & Gray,  for  Apple.    21 

The Board 's  art iculat ion here restrict ing access  to  22 

s tored data based on supplier-defined access  rules  and 23 

payment  data we think is  an accurate reci tat ion of the abstract  24 

idea that  encompasses the claims.    25 
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Let  me just  point to  the magistrate 's  R and R --  1 

give me one moment ,  please.   And the magistrate pointed to 2 

condit ioning and control l ing access  to  data based on a 3 

payment .   A simi lar  concept .    4 

I  think the Board 's  perhaps is  more  al l  5 

encompassing because i t  doesn ' t  require payment .   There are 6 

some claims that  don' t  actual ly refer  to  payment .   So I  think 7 

the Board 's  is  probably preferable in  that  respect .   8 

MR. BAUGHMAN:  And, Your Honor,  as  far  as  9 

we have seen,  there has been no argument  from Patent  Owner 10 

that  this  is  incorrect  as  an art iculat ion of  the abstract  idea 11 

and,  again,  no chal lenge to the notion that  al l  of  the claims 12 

are directed to abstract  ideas.    13 

So under the scheduling order in  both of  these 14 

t r ials ,  page 3,  as  the Patent  Owner 's  has warned, any 15 

arguments  in  that connect ion are waived.   16 

JUDGE BISK:  And the Distr ict  Court  seemed to 17 

f ind that  i t  was an abstract  idea as well .   18 

MR. BAUGHMAN:  I  think there is  actual ly no 19 

dispute anywhere  here that  these are directed at  abstract  20 

ideas,  Your Honor.  21 

JUDGE BISK:  Okay.  22 

MR. BAUGHMAN:  And certainly none that  has 23 

been raised by Patent  Owner to  this  point .   And actual ly we 24 

can see this  in  the table of  contents  of  their  Patent  Owner 25 
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response,  in  the 00017 matter ,  that 's  the '598 patent , Paper 1 

32.    2 

So in 5-A they ta lk about  the two-part  test  for  3 

s tatutory subject  matter .   And the next  section of their  brief ,  4 

the second step of  Mayo.   So our argument  here is  going to 5 

focus on what  we understand to be the only unwaived aspect  6 

of  the Mayo test .    7 

The second point we would ask the Board to bear 8 

in  mind this  morning in s i f t ing through the evidence is  to  9 

focus on that  second prong of Mayo and Alice and look at  10 

what  the Patent  Owner did.   Instead of offering a substant ive 11 

detai led argument  about  why i ts  claims are argued to provide 12 

something s ignif icant ly more than abstract  idea in the way the 13 

Supreme Court  has taught  us  could make them patent  el igible,  14 

Patent  Owner 's  focus,  i t  spends most  of  i ts  t ime instead 15 

offering a series  of  mistaken arguments  about  preemption.    16 

Staying here on the table of  contents ,  af ter  17 

spending three pages on introducing the second step of  Mayo,  18 

i t  spends 10 pages talking about  preemption,  preemption 19 

under DDR, preemption under Mayo and Alice,  and 20 

preemption based on i ts  arguments  about  non-infringing 21 

al ternat ives.    22 

But  preemption is  not  the test  for  Sect ion 101 23 

el igibi l i ty.   We know this  because the Supreme Court  tel ls  us  24 
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so.   So the l i t t le  that  Patent  Owner does say here  makes no 1 

difference to the resul t .   The claims are patent  ineligible.    2 

And, f inal ly,  the third point  we ask the Board to 3 

bear in  mind as  i t  is  l is tening to the arguments  today is  what  4 

evidence actual ly is  before Your Honors in  these two tr ials .    5 

We have from Pet i t ioner the expert  test imony of 6 

Mr.  Wechselberger,  confirming that  the claims add at  most  7 

nothing more than rout ine and conventional  materia l  to  the 8 

abstract  ideas we al l  agree they are directed to.   And so they 9 

fai l  the second step of  Mayo and Alice for  patent-el igible 10 

subject  matter .    11 

What  evidence does Patent  Owner offer  the Board 12 

to rely on?  Where is  their  expert  declarat ion suggest ing there 13 

is  something here beyond what  is  rout ine and conventional?   14 

Well ,  take a look at  Patent  Owner 's  exhibi t  l is t  in  that  same 15 

response.   You can search in vain.   There is  no expert  16 

test imony here,  there 's  no evidence at  al l ,  just  at torney 17 

argument .    18 

So when the Board is  weighing the evidence 19 

before i t ,  you wil l  have the testimony of Mr.  Wechselberger 20 

on the one hand and on the other hand nothing.    21 

With that  I  wil l  pass  the podium to my col league,  22 

Mr. Batchelder.    23 

MR. BATCHELDER:  With the Board 's  permission 24 

what  I  would l ike to do is  address  the two-step Mayo analysis  25 
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with which the Board is ,  of  course,  well  famil iar .   We bel ieve 1 

that  applying that two-step analysis ,  the chal lenged claims al l  2 

fai l .    3 

What  I  would l ike to do is  provide just  a  4 

few-sentence overview of what  we see as  the most  sal ient  5 

points  under that  Mayo two-step test  and then dri l l  down into 6 

some detai l  by reference to our s l ides.    7 

So at  a  high level Mayo step 1,  as  Mr.  Baughman 8 

has just  explained,  we ident if ied the abstract  idea associated 9 

with each of the chal lenged claims in our peti t ion.   The Board 10 

in i ts  Inst i tution Decision art iculated the abstract  idea that  we 11 

have just  seen on the s l ide number  6.   And in response Patent  12 

Owner said nothing.   I t  ident if ied a two-part  test  and jumped 13 

r ight  to  s tep 2,  not  responding at  al l .   So any contrary 14 

arguments  now from the Patent  Owner we submit  would be 15 

waived.    16 

As to Mayo step 2,  as  Mr.  Baughman just  17 

referenced,  we have unrebutted expert  test imony es tabl ishing 18 

that  the claimed components  are a l l  old,  well-establ ished 19 

conventional  things were al l  in  the art .   The funct ions they 20 

perform are  al l  old conventional  things that  those old parts  21 

always performed and that  there is  nothing inventive about  22 

the combinat ion.   Again,  that  is  unrebutted expert  test imony.    23 

And of course i t  is  no surprise that that  is  24 

unrebutted because the basic ideas of  these claims,  the idea 25 
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that  you would pay for  content  before receiving i t  or  that ,  in  1 

the context  of  a  rental ,  when a rental  period expires in  terms 2 

of  t ime period or number of  uni ts  of  your rental ,  and your 3 

rental  r ights  expire,  those basic ideas have been in commerce 4 

essential ly as  long as  commerce has exis ted.    5 

And computerizing those kind of basic bui lding 6 

blocks Alice tel ls  us  is  not  enough to survive 101.  7 

Internet izing those kinds of  basic bui lding blocks 8 

Ultramercial  tel ls  us  is  not  enough.  And that 's  al l  that  these 9 

claims do.   That 's  the overview.  10 

JUDGE BISK:  Well ,  can you explain to me, I  11 

guess the hardest issue we have here is  we have DDR on one 12 

s ide and we have Ultramercial  on the other.   They are pret ty 13 

s imilar .   So we have to f igure out  what  the difference is  and 14 

f igure out  for  each of these claims are we on the DDR side or  15 

are we on the Ultramercial  s ide.   And what  you just  said to  16 

me seems l ike i t  could almost  apply to DDR.  So how is  DDR 17 

different?    18 

DDR, you know, in the dissent  in  DDR they said,  19 

well ,  you know, taking storefronts  and making them special  20 

for  each person is ,  you know, nothing new.  They have been 21 

doing that  forever.   Whereas the majori ty said,  no,  this  is  22 

something different .    23 

What  is  the something different  in DDR?  What  is  24 

the something different  here?    25 
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MR. BATCHELDER:  DDR is  extremely 1 

dis tinguishable.   In  fact ,  I  think the juxtaposit ion between 2 

DDR and the claims here makes our point .    3 

We've got  a  couple s l ides to  i l lustrate this .   If  I  4 

could turn to sl ide 20,  please.   I  th ink there is  one most  5 

important  word in DDR, and that 's  the word "overrides."   And 6 

i t  appears  in  that  quote on the top of s l ide 20.   The Federal  7 

Circui t  says,  at  the top,  "not  al l  claims purport ing to address  8 

Internet-centr ic  chal lenges are el igible for  patent ."    9 

I t  goes on to say:   "The claims at  i ssue here 10 

specify how interact ions with the Internet  are manipulated to 11 

yield a  desired resul t ,  a  resul t  that overrides the rout ine and 12 

conventional  sequence of events  ordinarily t r iggered by the 13 

cl ick of  a  hyperl ink."    14 

And what  they are referr ing to is  in  DDR the facts  15 

were that  t radi t ional ly the way that  the Internet  worked when 16 

you have a third-party advert isement  on a home page is ,  when 17 

the user  cl icked on that  third-party advert isement ,  they were  18 

t ransported away from the home page to someone else 's  page.    19 

And what  the inventor in  DDR wanted to do is  20 

keep them on their  own home page.   And so they created a 21 

way to override that  t radi t ional  Internet  functional ity.    22 

When a  user  cl icked on that  third-party 23 

advert isement ,  instead of being t ransported away from the 24 

home page,  they were kept  on the home page,  but  because on 25 
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the f ly a new page was presented that  retained the look and 1 

feel  of  the home page,  but  also had the product  information 2 

for  the advert ised product  so that  the user  could s tay on that  3 

page and purchase the product .    4 

So i t  was an override of  the way the Internet  used 5 

to work.   And the other cases on this  s l ide 20 elaborate and 6 

explain that .   The OIP case says "DDR Holdings is  l imited to 7 

claims that  reci te  a  specif ic  manipulat ion of a 8 

general-purpose computer  such that  the claims do not  rely on 9 

a computer  network operat ing in i ts  normal ,  expected 10 

manner."    11 

And in the IV case,  again,  they said that  the DDR 12 

claims "resul ted in a departure from the rout ine and 13 

conventional  sequence of events  after  the cl ick of  a  hyperl ink 14 

advert isement ."   So i t  is  an override.   I t  is  a  departure from 15 

the way things used to work.    16 

And here in  sharp contrast  we have unrebutted 17 

test imony from an expert ,  Mr.  Wechselberger,  who walks 18 

through in r igorous detail  exact ly why al l  of  the cla im 19 

components  are old,  exact ly why al l  the claim functions do 20 

exact ly what  those old parts  have always done.    21 

And there is  nothing inventive about  that  22 

combinat ion.   I 've laid that  out  in  a number of  s l ides 23 

beginning with s lide 8.    24 
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We have Mr. Wechselberger 's  --  some high level  1 

opinion testimony:   "The claimed hardware are well  known 2 

components  of  a  general  purpose computer .   The claimed 3 

s teps were well  known, rout ine act ivi t ies  performed by 4 

general  purpose computers .   In  my opinion the asserted 5 

claims are directed to nothing more than implementing the 6 

basic concept  of  providing access  to  content  based on 7 

payment  or  payment  and rules ,  using generic features  present  8 

on general  purpose computers ."    9 

Turning to s l ide 7 he s teps through the 10 

hardware --  I 'm sorry,  s l ide 9 --  he  s teps through the 11 

hardware,  and just  merely l is t ing i t  I  think speaks for  i tself .   12 

This  is  the s tuff  of  general  purpose computers .   This  s tuff  has 13 

been around for decades.    14 

And the specif icat ion even goes further at  the 15 

bot tom here of  s l ide 9 and disclaims any rel iance on any 16 

inventiveness in  the hardware.   I t  says:   "The physical  17 

embodiment  of  the system is  not  cri t ical  and a ski l led person 18 

wil l  understand that  the terminals ,  data processing systems 19 

and the l ike can al l  take a variety of  forms."    20 

That 's  the hardware.   What  about  the funct ions?   21 

Is  there any overriding here,  any departure in  the funct ions?    22 

Sl ide 10,  again,  just  l is t ing the funct ions I  think 23 

speaks volumes:   Receiving,  reading,  evaluat ing,  retr ieving,  24 

t ransmit t ing,  output ting,  accessing.   25 
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JUDGE ELLURU:  Counsel  --  and Patent  Owner 1 

can correct  me if  I 'm incorrect  in  characterizing this --  but  I  2 

bel ieve i t  is  Patent  Owner 's  posi t ion that  some of these claims 3 

are directed to put t ing content  data and payment  val idat ion 4 

means on the same device,  for  example,  a  data carrier .    5 

Why isn ' t  that  an abstract  idea?  Isn ' t  that  --  why 6 

is  that  an abstract  idea?  Isn ' t  that  a  specif ic  way of  7 

restr ict ing access to  content?    8 

MR. BATCHELDER:  I  think that  takes us  to  9 

Mayo step 2,  Your Honor, that  is ,  put t ing those things on the 10 

same device.   The quest ion is ,  is  that  inventive?   And the 11 

answer is  absolutely not .   That  was done in a variety of  prior  12 

art  that  we ci ted to the Board.   13 

JUDGE ELLURU:  So you are making an 14 

obviousness argument  there?    15 

MR. BATCHELDER:  One moment ,  Your Honor.   16 

I  wouldn ' t  say obviousness in  the 102/103 sense,  but  the Alice 17 

discussion of Mayo, and Mayo i tself ,  talks  about  the s tep 2 18 

test  involving essent ially you cleave out  the abstract  idea and 19 

you look at  what  is  lef t .   And the question is ,  is  i t  inventive,  20 

and inventive in a way that  adds significantly more?   21 

And here there is  nothing inventive about  that  idea 22 

whatsoever.   That  is ,  that  idea of  having a data carrier ,  23 

having a content  and having things l ike use s tatus  data and 24 
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rules  associated with i t ,  al l  on the data carrier  i tself ,  on the 1 

end user device,  those are al l  over the art .    2 

And just  for  some examples,  i t  was in the Smith 3 

reference.   I t  was  in the Ahmad reference.   I t  was in the Kopp 4 

reference.   I t  was  in  the Mori  reference.   And I  can --  I 'm 5 

happy to give you specif ic  ci tat ions to  al l  that .   6 

JUDGE BISK:  So looking at  this  chart ,  though, i t  7 

doesn ' t  real ly seem to help me, because I  bet  i f  we made a  8 

chart  l ike this  for the DDR claims i t  would look similar ,  but  9 

there is  no particular  funct ion in DDR that  wouldn' t  f i t  in  this  10 

chart .    11 

You know, I 'm looking at  the DDR claim right  12 

now, 19,  and i t  has  the funct ions of  containing data,  13 

displaying data,  receiving data,  indicat ing data,  ident ifying 14 

data,  retr ieving data,  using data,  generat ing and t ransmit t ing.   15 

I  mean, nothing in there seems part icularly inventive ei ther ,  16 

but  somehow when they put  i t  al l  together they said that  this  17 

is  something new.   18 

And I 'm just  wondering how we figure out  is  there 19 

something new in --  I  mean, we have a lot  of  claims here and 20 

some of them have many more l imi tat ions than others .    21 

And I 'm just  wondering,  i t  is  very diff icul t  for  us  22 

to look, do we do a 103 analysis?   Do we look to the prior  23 

art?   Does override mean i t  is  not  obvious or  does override 24 

mean something else?    25 
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MR. BATCHELDER:  I  think in DDR, I  think the 1 

language from DDR we looked at  from sl ide 20 and i ts  2 

subsequent  t reatment  in  OIP and in the IV case,  I  think do 3 

explain what  is  meant  by an override,  that  is ,  to  ident ify 4 

something about  the way that  the Internet  worked 5 

t radi tional ly.    6 

There i t  was,  again,  cl icking on a third-party 7 

advert isement  and what  happened to you.  8 

JUDGE BISK:  Well ,  what  about  in the patent  9 

where i t  talks  about  what  was t radi t ional ly happening was 10 

that  people were having free access  to  copy media f i les?   11 

There was a  lot  of  piracy going on.   There 's  no doubt  about  12 

that .   13 

MR. BATCHELDER:  Certainly there was and 14 

there was also a lot  of  prior  art  that  addressed i t .   And the 15 

point  --  the question in Mayo Step 2 is ,  is  there anything 16 

inventive.   17 

JUDGE BISK:  So is  the thing in DDR there was 18 

no prior  art ,  something l ike that ,  is  that  in  DDR?   19 

MR. BATCHELDER:  Exact ly r ight .   And that 's  20 

why i t  was an override.   And that 's  why,  again,  in  the 21 

language of IV i t  resul ted in --   22 

JUDGE BISK:  But  I  don' t  think DDR talked about  23 

prior  art  at  al l ;  did i t?    24 
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MR. BATCHELDER:  Well ,  what  i t  says is  i t  1 

overrides the rout ine and conventional  sequence of events  2 

ordinari ly t r iggered by the cl ick of  a  hyperl ink.   So i t  said 3 

here is  how i t  used to work.   4 

JUDGE BISK:  And I 'm just  wondering what  is  5 

that ,  how i t  used to work?  I t  is  a  l i t t le  bi t  hard for  me here  to  6 

f igure out  i f  they are looking at  the prior  art ,  and what  do we 7 

look at  to  determine that?    8 

MR. BATCHELDER:  Well ,  I  do think in 9 

addressing the Mayo Step 2 quest ion of inventiveness,  you 10 

can look at  prior  art ,  and I  think you should because,  again,  11 

the notion of a data carrier  housing both content  and use 12 

s tatus  data rules  associated with that ,  you know, rules  that  13 

would read use s tatus  data and apply the rules ,  and having 14 

those all  on the data carrier ,  that  was al l  over the art .   15 

JUDGE BISK:  So do we have to f ind the claims 16 

obvious f i rs t?    17 

MR. BATCHELDER:  No, i t  is  not obvious again 18 

in the 103 sense,  but  you do ask whether,  when you cleave off  19 

the abstract  idea,  i f  what  is  lef t  is  invent ive.   And I  do think 20 

in answering that quest ion you look at  the prior  art .    21 

And, again,  here we have unrebutted expert  22 

test imony opining,  in  r igorous detai l ,  not  just  in  a conclusory 23 

way, but  based on a r igorous look at  the art  that  this  s tuff  was 24 

al l  over the art  and i t  is  not  inventive.   25 
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MR. BAUGHMAN:  If  I  could just  add,  Your 1 

Honor,  one of  the other aspects  of  DDR is  that  i t  is  talking 2 

about  things that  are real ly focused on changing the way the 3 

Internet  works.    4 

And I  know Your Honor mentioned the 5 

embodiment  of  s torefronts .   Storefronts  didn ' t  t ransport  you 6 

to another s torefront  and then back again.   7 

JUDGE BISK:  Right ,  I  think that 's  how the 8 

majori ty dis t inguish i t .   9 

MR. BAUGHMAN:  That  is  how the majori ty 10 

t reated i t ,  Your Honor.  11 

JUDGE BISK:  Right .  12 

MR. BAUGHMAN:  And, respectful ly,  even apart  13 

from looking for  things being routine and conventional ,  the 14 

override in DDR is  also about  being different  from 15 

pre-Internet  problems.   16 

I  know Mr. Batchelder has addressed,  and wil l  17 

address  further,  other examples of  how the problem addressed 18 

in the patents  being chal lenged here exis ted in the 19 

pre-Internet  sett ing as  well ,  both in digital  content  piracy and 20 

pre-digi tal  content  piracy.   And they are  being addressed in 21 

the same way,  just  with a computer  or  on the Internet .    22 

That 's  the difference between the l imited 23 

exception of DDR that  the Federal  Circui t  narrowed in OIP 24 

and IV and the qui te broad principles  of  not  computerizing or 25 
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Internet izing that the Federal  Circui t  made clear  is  1 

unpatentable in  Ultramercial  and the Supreme Court  made 2 

clear  in  Alice.   3 

MR. BATCHELDER:  Another helpful  lens in  4 

which to view --  5 

JUDGE BISK:  So is  the difference --  I 'm sorry I  6 

interrupted you.  7 

MR. BATCHELDER:  No, not  at  al l .  8 

JUDGE BISK:  Is  the difference here that  we are  9 

not  making a change to the way the Internet  works or  we are  10 

not  making a change to the way the computer  works;  we are  11 

making a change to the way people use their  tools  of  the 12 

Internet  and the computer?    13 

MR. BATCHELDER:  Well ,  I  would accept  the 14 

f i rs t  part  of  your question,  that  there is  no overriding of the 15 

Internet  and how i t  worked.  There  is  no overriding of 16 

computers  and how they worked.   17 

But  for  the reasons that  I  was summarizing earl ier ,  18 

there isn ' t  even a departure from the way that  data carriers  19 

combined content and use s tatus  data rules .   That  was in many 20 

references,  including at  least  four that  we ci ted to the Board 21 

and that  Mr.  Wechselberger opined about .   22 

JUDGE BISK:  Well ,  assuming, though, that  at  23 

least  some of these claims we have not  found them obvious,  24 

or unpatentable over prior  art ,  so we can ' t  say whether they 25 
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are unpatentable for  that  reason,  you know, so we don' t  know 1 

i f  they are novel  or  not .   So there is  something,  they may be 2 

seeing something here.   3 

MR. BATCHELDER:  I  wil l  say that  the novel ty 4 

question for  Mayo Step 2 is  different  than the 103 analysis .   5 

That  was made clear  by the Federal  Circui t  in  the Alice 6 

decis ion that  was ul t imately aff i rmed ci t ing Deere  and Flook 7 

and Mayo,  but  the two tests  real ly are different .    8 

And, again,  with 101 you cleave off  the abstract  9 

idea and wil l  go with what 's  lef t .   And you do ask yourself  is  10 

there something inventive that  provides signif icant ly more.   11 

And here there is  nothing inventive at  al l .   There was nothing 12 

that  wasn ' t  al ready in the art .    13 

And, again,  when you break down these claims,  14 

what  they are real ly doing is  saying,  well ,  some of them say 15 

you pay for  content  and then you get  the goods.    16 

Others  are saying in a rental  s i tuation,  where rules  17 

would be applicable,  for  example,  i f  your t ime runs up,  your 18 

rental  r ights  expire,  or  i f  you paid for  s ix uses of  a  program, 19 

you know, l ike playing s ix games,  when you hi t  number s ix 20 

your rental  r ights expire and you have to re-up.    21 

Those are basic bui lding blocks of  commerce.   22 

And al l  these claims do is  say let 's  Internet ize that .   That 's  23 

nothing new.  And as  Mr.  Baughman pointed out  --  24 
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JUDGE ELLURU:  I  wil l  ask the quest ion again:   1 

So you're put t ing the rules  and the payment  val idation system 2 

on the same device.   Other than doing an obviousness 3 

analysis ,  how is  that  not  inventive?   And i t  is  a  specif ic  way 4 

of  restr ict ing access .   5 

MR. BATCHELDER:  I t  is  not  inventive,  Your 6 

Honor,  because i t  s imply Internet izes  the brick and mortar  7 

t ransact ion and because,  even in the digital  space,  even in the 8 

electronic vending machine space,  i t  had already been done 9 

before by many,  many references that  were ci ted and 10 

discussed by Mr. Wechselberger in his  unrebutted opinions 11 

saying there is  nothing inventive here.    12 

I  think there is  another lens through which i t  may 13 

be helpful  to  view DDR, and that  is  in  the language that  the 14 

Patent  Owner pointed to as  analogous.   I 'm looking now at  15 

s l ide 22.    16 

In the left -hand column we have the DDR 17 

Holdings claim language that  I  think real ly accomplished that  18 

override funct ional i ty.   This  is  the language that  rendered the 19 

claim system fundamental ly different  from the way the 20 

Internet  used to work in this  s i tuat ion.    21 

And here is  the language for  '458 claim 6 that  the 22 

Patent  Owner points  to .   In  that  claim the Patent  Owner says 23 

that  the analogous language is  "code to access  the stored data 24 
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when access  is  permit ted."   That 's  not  analogous in any way 1 

whatsoever to  the DDR language that  is  pointed to here.    2 

The DDR language overrides the way the Internet  3 

used to work in this  s i tuation.   The language pointed to by 4 

Patent  Owner jus t  does what  has always been done.   I t  is  just  5 

accessing s tored data when access is  permit ted.   That 's  al l  6 

over the art .    7 

And the '598 patent ,  as  you see on the r ight-hand 8 

column of s l ide 22,  Patent  Owner pointed to no language as  9 

being analogous or  in  paral lel  to  that  DDR language.    10 

In contrast ,  the claims of Alice are actual ly much 11 

bet ter  al igned with the claims here .   And we've got  a  couple 12 

different  ways to look at  that .    13 

Sl ide 23 compares the components and the 14 

funct ions.   And you wil l  see component-to-component  and 15 

funct ion-to-function l ines up with Alice pret ty darn well .   16 

But ,  Judge Bisk,  to  your point ,  looking at  the claims as  a 17 

whole can be useful ,  too.   We've done that  on s l ide 24.    18 

And here we colored the claimed hardware and 19 

funct ions.   And when you tease that  s tuff  out  of  the claim on 20 

the left ,  which is  chal lenged claim 6 of  the '458,  there is  21 

real ly precious l i t t le  lef t ,  certainly nothing inventive left .    22 

And if  you compare that  to  Alice on the r ight ,  i t  is  23 

actual ly much more part icularized.  In  the data s torage 24 

l imitat ion,  for  example,  i t  requires  information about  a f i rs t  25 
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account  for  a  f i rst  party independent  from a second account  1 

maintained by a  f i rs t  --   2 

JUDGE BISK:  Can I  interrupt  you? 3 

MR. BATCHELDER:  Of course.  4 

JUDGE BISK:  To be fair ,  some of the chal lenged 5 

claims are more complicated than the ones you have on the 6 

left  here,  i f  I 'm correct .    7 

So i f  i t  is  just  about  being complicated and 8 

detai led,  then maybe some of the c laims that  we have here 9 

would work.    10 

MR. BATCHELDER:  No, I  certainly agree .   My 11 

point  about  Alice is  that  there is  qui te a bi t  more part icularity 12 

here,  more  detai l ,  in  the claim on the r ight  --  13 

JUDGE BISK:  Yes.  14 

MR. BATCHELDER:  --  and that  was found patent  15 

inel igible.   And the reason is ,  to  address  your question,  that  16 

part iculari ty,  you know, l imitat ions that  might  narrow is  not  17 

the quest ion asked in Mayo step 2.   What  Mayo step 2 asks is ,  18 

is  i t  inventive?   Is  i t  invent ive to add s ignif icant ly more?   19 

Because just  narrowing, for  example,  to  a f ield of  20 

use,  that 's  not  enough.  And there is  nothing inventive when 21 

you cleave off  the abstract  idea in claim 6,  nor is  there 22 

anything inventive for  the reasons laid out  in  the pet i t ion and 23 

in Mr.  Wechselberger 's  analysis  in  any of the chal lenged 24 

claims.    25 
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So,  yes,  some are  longer but  none have anything 1 

that  is  invent ive when the abstract idea is  cleaved off .    2 

That  brings us to  the preemption arguments ,  3 

unless  the Board has any further quest ions at  this  t ime.   4 

JUDGE ELLURU:  Judges Plenzler and Clements?   5 

There aren ' t  any.    6 

MR. BATCHELDER:  I  wil l  ask Mr.  Baughman to 7 

speak to preemption then.   8 

JUDGE ELLURU:  Thank you.  9 

MR. BATCHELDER:  Thank you.  10 

MR. BAUGHMAN:  Just  to  add a quick citat ion,  11 

Judge Bisk and Judge Elluru,  to  the quest ions you were 12 

asking about  s toring in one place or  having these rules  and 13 

sort  of  a  tal ly of  what  is  going on or what  the access  is  14 

permit ted in one place,  I  wil l  just  cal l  Your Honor 's  at tent ion 15 

to the Wechselberger declarat ion that  is  throughout  there.    16 

But  as  an example,  paragraphs 83 and 84 of 17 

Exhibit  1220, talking about  the basic building blocks that  18 

these represent .   He is  talking about  t ry-and-buy software that  19 

expires  after  a  certain number of  uses.   That 's  obviously 20 

embodied where the software is .    21 

And he actual ly talks ,  I  think i t 's  interesting,  22 

about  a mult iplex movie theater  wi th the t ickets .   So al l  of  23 

the operat ions are happening inside the theater .   You have a 24 

t icket  for  "Spectre" at  7  o 'clock and you can ' t  wander into 25 
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"Driving Miss Daisy" at  5:00 with that  t icket  because you 1 

have a piece of  information on the t icket  that  has that  2 

restr ict ion wri t ten on i t ,  and there is  a  funct ion within the 3 

movie theater ,  a  bouncer,  an usher,  who prevents  you from 4 

going into the theater  that  you are  not  authorized to use.    5 

This  is  in  paragraph 84 of Mr.  Wechselberger 's  6 

declarat ion.   So the suggest ion that  this  is  some kind of 7 

special- to-the-Internet  problem is  just  false.    8 

Turning to preemption in s l ide 26, I  think i t  is  9 

helpful  to  begin where the Supreme Court  did in  Mayo.  They 10 

were invi ted to do the kind of analysis  that  Patent  Owner is  11 

arguing is  the law, and the Supreme Court  said,  no,  we 're not  12 

going to do that .    13 

So the quotat ion on the left  s ide of  s l ide 26 --  this  14 

is  from Mayo, page 1303 --  Prometheus,  the Patent  Owner 15 

there,  argued the part icular  laws of nature i t  was claiming 16 

were narrow,  they were specif ic ,  they should be upheld,  and 17 

they encouraged the court  to  "draw dist inct ions among laws 18 

of nature based on whether or  not  they wil l  interfere 19 

s ignif icant ly with innovat ions in other f ields  now or in  the 20 

future."    21 

And what  did the Supreme Court  say?  No.  "Our 22 

cases have not  dis t inguished among different  laws of nature 23 

according to whether or  not  the principles  they embody are  24 

sufficient ly narrow."  And this  is  understandable.   Courts  and 25 
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judges are not  inst i tut ional ly well  sui ted to do this ,  to  make 1 

the kinds of  judgments  needed to dis tinguish among them.   2 

So the court  went on to say:   "The cases have 3 

endorsed a bright-l ine prohibi t ion against  patent ing laws of 4 

nature,  mathemat ical  formulas and the l ike,  which serves as  a 5 

somewhat  more  easi ly administered proxy."   That 's  the Mayo 6 

two-step test .    7 

How do we know this?   Well ,  Mayo says so.   The 8 

Federal  Circui t  says so in Ariosa,  which issued before the 9 

Patent  Owner response but  is  not  addressed in the Patent  10 

Owner response,  "quest ions on preemption are inherent  in  and 11 

resolved by the Sect ion 101 analysis ."   Once we do Mayo, 12 

once we fol low the Mayo framework,  "preemption concerns 13 

are ful ly addressed and made moot ."    14 

The Board has recognized this  in  the Cambridge 15 

Associates  case,  2014-00079, Paper 28 at  19.   The Board said 16 

we don' t  need to do this .   We don' t  need to compare the 17 

different  mathematical  comparisons that  are claimed and see 18 

how much preemption happens because we have done the 19 

analysis  under Alice and Mayo.    20 

And that 's  the answer here.   The test  is  the test .   21 

Preemption is  a  concern that  motivated the test  in  the 22 

beginning,  that 's  what  we have from the Supreme Court  here,  23 

but  i t  is  not  the test .   The test  is  the test .   Once you have 24 
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done i t ,  you are done.   That 's  what  Ariosa says.   That 's  what  1 

the Board said in Cambridge Associates .    2 

Turning to s l ide 27,  what  does Patent  Owner 3 

invite you to do?  He wants  you to ignore the test .   Patent  4 

Owner says claims are s tatutory.   That  means they meet  101, 5 

i f  they don' t  completely preempt everything.   That 's  what  they 6 

say DDR says .    7 

That 's  not  what  DDR says.   DDR, quoted on the 8 

r ight  here,  DDR applied the Mayo two-step test .   And the 9 

Supreme Court  --  I 'm sorry,  the Federal  Circui t  made that  10 

clear  in  Ariosa as  well :   "The absence of complete 11 

preemption" --    12 

JUDGE ELLURU:  Counsel ,  I 'm sorry to interrupt .  13 

MR. BAUGHMAN:  Yes,  Your Honor.  14 

JUDGE ELLURU:  But  you have three minutes  15 

remaining in your ini t ial  t ime.  16 

MR. BAUGHMAN:  Okay.   Thanks,  Your Honor.   17 

I ' l l  be quick.   I  appreciate i t .  18 

Ariosa said the same thing:   "The absence of 19 

complete preemption does not  demonstrate patent  el igibi l i ty."    20 

The court  said the same thing in OIP, the fact  that  21 

the claims don' t  preempt al l  pricing opt imizat ion doesn ' t  22 

make them any less  abstract .    23 
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So s imply put ,  this  idea of  preemption is  not  an 1 

end run,  i t ' s  not  a  substi tute,  i t  is  not  a  get  out  of  Mayo free 2 

card.    3 

And turning to sl ide 28,  a  couple more assert ions 4 

Patent  Owner throws out .   Well ,  because Apple says i t  doesn ' t  5 

infr inge,  the claims aren ' t  total ly preempted --  preemptive,  6 

and,  therefore,  they are  el igible,  and the fact  that  there are 7 

non-infringing alternat ives,  that  somehow makes them patent  8 

el igible as  well .   Not  t rue.    9 

The Federal  Circui t  made that  clear  in  Ariosa,  by 10 

showing al ternative uses that  doesn ' t  change the conclusion.   11 

The court  made that  clear  in  Bancorp v.  Sun Life,  arguing 12 

non-infringement  doesn ' t  detract  from the aff i rmative defense 13 

of 101.  And the Supreme Court  made this  clear  in  Alice and 14 

Bilski ,  saying that  being specif ic  and being narrow doesn ' t  15 

change the resul t .    16 

So simply put ,  there is  no end run avai lable to  17 

Patent  Owner here.   The Mayo two-part  test  is  the test  for  18 

Sect ion 101 subject  matter  el igibi l i ty and,  because the 19 

chal lenged claims fai l  that  test ,  they are  unpatentable.    20 

With that  we would reserve our t ime,  unless  there 21 

are other questions.    22 

JUDGE ELLURU:  None here.   Thank you.  23 



Case Nos. CBM2014-00192, CBM2015-00016 (Patent Number 8,033,458); 
CBM2014-00193, CBM2015-00017 (Patent Number 8,061,598); 
CBM2014-00194, CBM2014-00199, CBM2015-00015 (Patent Number 
8,118,221); and CBM2015-00018, (Patent Number 7,942,317) 
 

 46 

MR. CASEY:  Your Honor,  at  this  point  in  the 1 

hearing,  last  t ime we took a break,  just  to  make sure that  we 2 

don' t  need to take a break?   3 

JUDGE ELLURU:  Pardon me?   4 

MR. CASEY:  At  this  point  in  the hearing last  5 

t ime we took a break.   6 

JUDGE ELLURU:  Understood.  We're going to 7 

proceed.   Thank you.   8 

MR. CASEY:  Okay.  So,  Your Honor,  we have 9 

fal len into the world where the Pet i t ioner is  worried that  10 

these claims are  going to preempt so much that  no one wil l  be 11 

able to  ever implement  systems that  control  access  to  content  12 

based on content .   And that 's  just  not  the case.    13 

JUDGE ELLURU:  Mr.  Casey,  could we start  with 14 

the abstract  idea issue?  Do you agree that  the chal lenged 15 

claims in al l  of  the chal lenged patents  are directed to an 16 

abstract  idea?   17 

MR. CASEY:  Your Honor,  the patentee hasn ' t  18 

taken --  hasn ' t  said i t  is  or  isn ' t ,  has  not  presented any --  19 

JUDGE ELLURU:  And so we're  asking you now, 20 

do you --  what  is  your posi t ion with respect  to  whether the 21 

chal lenged claims are directed to an abstract  idea?   22 

MR. CASEY:  Absolutely not ,  Your Honor.   If  you 23 

are asking me whether or  not  there --  we can do i t  24 

claim-by-claim.  This  is  the problem.  The Supreme Court  25 
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wants  you to do the analysis .   And if  you are asking me are  1 

we --  is  i t  an abstract  idea?  No, i t  is  not  necessari ly an 2 

abstract  idea.   I t  depends on what  Supreme Court  precedent  3 

means at  the t ime.  Today I  would say i t  is  not  an abstract  4 

idea.   5 

JUDGE ELLURU:  But  you did not make that  6 

argument  in  your  briefing.   Do you agree?   7 

MR. CASEY:  I  did not  make that  argument  in  my 8 

briefing,  Your Honor,  but  that  doesn ' t  change the fact  that  9 

this  is  a  question of law and you are going to have to decide 10 

that  issue.   11 

JUDGE ELLURU:  Thank you.  12 

MR. CASEY:  So,  Your Honor,  Judge Bisk 's  13 

question about  the s teps being generic,  and with reference to 14 

claim --  paragraph 10 --  sorry,  s l ide 10,  Pet i t ioner  --   15 

JUDGE BISK:  Excuse me.  I  don ' t  think we got  16 

any copies  of  your s l ides.   17 

MR. CASEY:  Your Honor,  I 'm just  put ting up the 18 

Patent  Owner 's  --  the Pet i t ioner 's  sl ides.    19 

JUDGE BISK:  Oh, Pet i t ioner 's  sl ides.   Okay.  20 

MR. CASEY:  If  I  said Patent  Owner,  I  apologize.   21 

JUDGE BISK:  Are these Apple 's  sl ides?    22 

MR. CASEY:  This  is  Apple 's .   And for the people 23 

who are remote ,  Judge Plenzler  and Judge Clements ,  this  is  24 

s l ide 10 of Apple's  demonstrat ives.    25 
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The argument  that  they make in response to what  1 

Judge Bisk was asking earl ier  is  every claim funct ion is  2 

supposed to be generic and well  known because i t  reci tes  3 

receiving,  reading,  evaluat ing,  retr ieving,  t ransmit t ing,  4 

outputt ing,  accessing and storing.    5 

That 's  what  computers  do.   Apple has just  said 6 

that  there is  no such thing as  a patentable computer  claim 7 

for --   8 

JUDGE BISK:  So what  in  your claims is  the 9 

overriding factor  that  corresponds to that  in  DDR?   10 

MR. CASEY:  What  is  --  I 'm sorry,  Your Honor?    11 

JUDGE BISK:  What  is  the overriding inventive 12 

concept?    13 

MR. CASEY:  The overriding inventive concept  is  14 

being able to  s tore the access  r ights  for  the use s tatus  data 15 

with the content  and provide what is  not  a  brick and mortar  16 

approach.    17 

You heard counsel  say that  this  has happened in 18 

the brick and mortar  environment  for  a  long t ime,  and that  19 

Mr. Batchelder said this  is  al l  over the art .   Well ,  what  you 20 

haven' t  heard is  anybody say that  this  al l  happened in one 21 

place.    22 

Much to your comment earl ier ,  Your Honor,  real ly 23 

what  they are t rying to do is  say you can combine these 24 
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things,  ala 103, without  any motivat ion to do so.   Just  say 1 

that  i t  is  there and that 's  enough.  Everything is  out.   2 

JUDGE ELLURU:  Counsel ,  do you agree that  the 3 

chal lenged claims have different  scopes?    4 

MR. CASEY:  Yes,  Your Honor,  of  course.   5 

JUDGE ELLURU:  And how come you don' t  make 6 

arguments  that  were specif ic  to  each claim and different iate 7 

arguments  based on specific  l imita t ions of  each claim?   8 

MR. CASEY:  Typical ly we did,  Your Honor.   For 9 

example,  claim 6,  we talked about  6 and then talked about  the 10 

additional  elements  of  8 and 10.   Sometimes i t  wasn ' t  11 

necessary,  Your Honor.    12 

The real i ty is  that ,  for  example,  claim 6 was the 13 

'458 patent ,  is  patentable by i tself .   The addit ions of  8 and 14 

10,  while helpful and --  are yet  further evidence of a  15 

part icular  embodiment  of  a  system that  accesses --  that  16 

provides access  to  data,  is  patentable based on i ts  rel iance on 17 

6 alone.   I  look l ike I 've lost  you.   18 

JUDGE ELLURU:  I  think so,  because I  didn ' t  19 

real ly see any specif ic  arguments  that  were directed to 20 

specif ic  claim l imitat ions.   So I 'm wondering i f  your 21 

arguments  are directed to the subject  matter .   22 

MR. CASEY:  Well ,  Your Honor,  I  think the 23 

subject  matter  as  a  whole is  patentable but ,  for  example,  24 

looking at  the 0016 response,  talking about  --  well ,  claim 1 is  25 
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not  for  today.   Looking at  the paragraph crossing 18 and 19,  1 

in  the middle of  19,  Pet i t ioner says claim 8 and i ts  dependent  2 

claims --  sorry.    3 

JUDGE ELLURU:  And what  paper are you 4 

referring to?    5 

MR. CASEY:  Patent  Owner 's  response,  Your 6 

Honor,  page 19.   Patent  Owner s tates  claim 6 --  and i t  is  7 

about  12 l ines down --  claim 6 and i ts  dependent  claims 8 and 8 

10,  however,  reci te  that  the use rules ,  use s tatus  data and the 9 

s tored data are al l  s tored in the same data carrier .    10 

This  is  not  a  brick and mortar  problem.  This  is  --  11 

this  isn ' t  a  movie t icket  at  the movie-plex.   12 

JUDGE BISK:  What  about  pay-per-view 13 

televis ion?   14 

MR. CASEY:  What  about  i t ,  Your Honor?    15 

JUDGE BISK:  Is  i t  more s imilar  to  that?    16 

MR. CASEY:  No, Your Honor,  I  don ' t  think so 17 

because the access  r ights  actual ly are s tored somewhere else,  18 

i f  there is  one,  r ight ,  i t  is  not  s tored on the local  data carrier .   19 

And, in  fact ,  you have been told that  there are pieces al l  over,  20 

al l  over the art ,  but  they don' t  put  them al l  together, and they 21 

can ' t ,  which is  why they didn ' t  get these claims knocked out  22 

under 103 in earlier  proceedings.    23 

This  is  what  you are being asked to do,  is  to  focus 24 

on receiving,  reading,  evaluat ing,  retr ieving,  ignore that  DDR 25 
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had the same kind of things,  and then just  say,  because i t  is  1 

implemented on a computer  and i t  uses  some generic  --  some 2 

s teps that  could be reduced down to generic s teps,  such as  3 

receiving,  reading and evaluat ing,  that  somehow patentabi l i ty 4 

has gone out  the window.   5 

That 's  just  not  the case,  Your Honor.   There  6 

couldn ' t  be DDR if  that  was the case.   7 

JUDGE BISK:  What  about ,  the expert  said 8 

something about  restr icted playback, DVD --   9 

MR. CASEY:  I 'm sorry,  Your Honor.   I  had a hard  10 

t ime hearing you, and s ince I  can ' t  see your l ips  moving --   11 

JUDGE BISK:  I 'm sorry,  I 'm a  l i t t le  bi t  short .   12 

The expert  talks  about  restr icted playback DVD disks.    13 

MR. CASEY:  Yes.   14 

JUDGE BISK:  So they have some kind of 15 

restr ict ions on the DVDs and where they can be played and 16 

how many t imes they can be played?   17 

MR. CASEY:  Your Honor,  I  don ' t  know that  there 18 

is  anything on a DVD that  restr icts  how many t imes i t  can be 19 

played.   I  don ' t  think that  that  actual ly exis ts .   20 

JUDGE BISK:  Okay.  So i f  there was,  would that  21 

be more s imilar?    22 

MR. CASEY:  I  would have to see the specif ics ,  23 

Your Honor.  24 

JUDGE BISK:  Okay.  25 
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MR. CASEY:  But  the real i ty is  that  Pet i t ioner 1 

i tself  has said that  there were lots  of  techniques out there for  2 

accessing data,  and yet  they didn ' t  solve the problem of  3 

put ting the use s tatus  data and the media --  and the data i tem 4 

on the same medium.  5 

JUDGE BISK:  One thing that 's  bothering me,  6 

well ,  both arguments  to  me seem l ike there is  a  problem.  And 7 

i t  seems l ike on the one hand we have an argument  that  8 

almost  any computer  software is  not  patentable,  but what  you 9 

are saying r ight  now almost  is  anything that  is  not  obvious is  10 

patentable.   11 

MR. CASEY:  Absolutely,  Your Honor.   12 

JUDGE BISK:  Anything that  is  not  obvious is  13 

patentable,  is  what  you are saying?   14 

MR. CASEY:  Absolutely,  because i t  is  15 

substant ial ly more.   Right?   And here is  the predicament  that  16 

the Supreme Court  has put  you in:   How do you know more 17 

versus substantial ly more?   18 

JUDGE BISK:  Right ,  we are in  that  predicament ,  19 

and i t  seems l ike there must  be a difference.   They can ' t  20 

reduce to the same thing.   21 

MR. CASEY:  Well ,  they could i f  the Supreme 22 

Court  didn ' t  think i t  through, but  the real i ty is  that  you heard 23 

Mr. Batchelder talk about  DDR and that  the overriding was 24 
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the important  part ,  that  something behaved differently than i t  1 

would have otherwise.    2 

I  would take except ion with that .   The court  may 3 

say that  i t  thinks there is  overriding but ,  i f  you look at  the 4 

s tep that  Mr.  Batchelder put  on the screen,  s tep 4 of  DDR 5 

says using the retr ieved --  the data retr ieved,  automatical ly 6 

generate and t ransmit  to  the web browser a second web page 7 

that  displays information associated with the commerce object  8 

associated with the l ink that  has been act ivated,  and the 9 

plurali ty of  visual  elements  visually corresponding to the 10 

source page,  which means the overriding,  which is  going on,  11 

isn ' t  real ly an overriding.    12 

They haven' t  sent you somewhere  else and had an 13 

abi l i ty to  bring you back.   They have t r icked you.   14 

JUDGE BISK:  Right ,  and I  think that  was the 15 

point .  16 

MR. CASEY:  They have shown you data that  is  17 

local  and made you think that  i t  is  remote.   18 

JUDGE BISK:  I  think that  was the point ,  that  that  19 

was different  than how the Internet  normally works,  and that 's  20 

why i t  overrides the normal  funct ional i ty.   21 

MR. CASEY:  But  i t  is  not  actual ly different ,  22 

Your Honor.   I t  i s  cl icking on a hyperl ink that 's  s t i l l  on your 23 

local  websi te.    24 

JUDGE BISK:  Right .  25 
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MR. CASEY:  I t  takes you to your local  websi te.   1 

JUDGE BISK:  Right .   I  think that was the point  2 

that  the majori ty was t rying to make in that  case.   3 

MR. CASEY:  Yeah, so what  i t  is  saying is  i f  4 

there is  something that  you can point  to  that  is  different ,  5 

whether or  not  i t  is  overriding isn 't  real ly the issue, r ight ,  i t  6 

is ,  is  i t  different , because otherwise you get  into a si tuation 7 

where a Pet i t ioner can pick from a  hundred different  8 

references.    9 

You could have as  specif ic  a  claim as you wanted 10 

and as  long as  the Pet i t ioner could pick --  could f ind 100 11 

separate references,  each that  have one element ,  i t  can say 12 

these are al l  conventional .   13 

JUDGE BISK:  So can we step away from DDR for 14 

a minute and talk about  Ultramercial  instead? 15 

MR. CASEY:  Sure.  16 

JUDGE BISK:  Because Ultramercial  is  the other 17 

s ide,  and i t  seems that  i t  is  very easy to compare your claims 18 

to those in Ultramercial .   Ultramercial ,  in  fact ,  is ,  you know, 19 

giving content  based on watching an advert isement  where 20 

yours  is  giving content  based on some sort  of  payment  rules .    21 

And so i t  seems l ike there is  an analogy there to  22 

be made.    23 

MR. CASEY:  So,  Your Honor,  I  think one of the 24 

dis tinctions,  and we would have to look at  the individual  25 
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aspects  of  the claims for  each of these things,  is  that  the 1 

concept  in  Ultramercial  that  they were t rying to do was a 2 

payment  concept ,  r ight ,  i t  was exchanging viewing t ime for 3 

money,  exchanging viewing t ime for money.   That  happened 4 

in televis ions,  Your Honor,  r ight ,  that 's  not  --  that 's  a  typical  5 

f inancial  exchange.   People watch televis ion commercials  and 6 

the networks exchange viewing t ime.   7 

JUDGE BISK:  But  they didn ' t  get to  specif ically 8 

tai lor .    9 

MR. CASEY:  That  may be,  Your Honor.   10 

JUDGE BISK:  There are differences there,  too.   11 

MR. CASEY:  There are differences there between 12 

what  and what?    13 

JUDGE BISK:  Between what  was happening in 14 

the televis ion viewing world and what  was happening in the 15 

patented invention.    16 

MR. CASEY:  Your Honor,  I  can ' t  tel l  you al l  of  17 

the different  places that  the Pet i t ioner or  the Defendant  18 

looked at  for  prior  art  and whether or  not  there was other 19 

arguments  that  this  prior  art  was somehow properly 20 

combinable.    21 

You wil l  not ice from the analysis ,  that  Mr.  22 

Wechselberger,  when i t  comes to the 101 analysis ,  never says 23 

that  there is  any motivat ion for  doing what  he did in terms of 24 

put ting the pieces together.   All  of  the --    25 
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JUDGE BISK:  Wait ,  wai t .   I 'm sorry.   You lost  1 

me.   2 

MR. CASEY:  Sorry.   Go ahead.    3 

JUDGE BISK:  Motivat ion for ,  what  are we 4 

talking about ,  101?   5 

MR. CASEY:  Exact ly,  Your Honor.   Under 101 6 

what  Mr.  Wechselberger did was grab pieces and didn ' t  tel l  7 

you why those pieces needed to go together.   8 

JUDGE BISK:  What  pieces did he grab?   9 

MR. CASEY:  When he said al l  of the elements  10 

were conventional ,  and Mr. Batchelder told you lots  of  these 11 

things,  lots  of  these pieces existed in the prior  art .   Nobody 12 

said --      13 

JUDGE BISK:  So now we need a motivat ion to 14 

combine in 101?   15 

MR. CASEY:  So,  Your Honor,  that  certainly 16 

raises  the issue of ,  i f  you don' t ,  isn ' t  101 simply the new end 17 

run around 103?   18 

JUDGE BISK:  Well ,  in  Ultramercial ,  though, they 19 

didn ' t  talk about  motivat ion to combine.   20 

MR. CASEY:  That  may be,  Your Honor.   There 21 

may have been a s ingle place where they looked at  the 22 

act ivity that  was being computerized,  I  guess  is  the r ight  way 23 

to say i t .   24 
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JUDGE BISK:  So I 'm just  t rying to f igure out  1 

what  you are saying differentiates  your claims or your subject  2 

matter  from those in Ultramercial?    3 

MR. CASEY:  So,  Your Honor,  I  would say i t  is  4 

the use of  the access  r ights  on the same medium as the 5 

content .   So i f  you look at  Ultramercial ,  for  example,  the 6 

content  that  you want  didn ' t  get  t ransferred over to  you unt i l  7 

you had paid the fee.   Why?   Because once over to  you they 8 

didn ' t  have a way to control  i t .   They didn ' t  have a way to 9 

control  access  to  i t .    10 

So to the extent  that  you look at  something l ike 11 

claim 6,  which is  a  data access  device,  and i t  reci tes  the 12 

elements ,  i f  i t  has  use rule data,  indicating permissible use of  13 

data that 's  already on the carrier  - -  yes,  Your Honor?    14 

JUDGE ELLURU:  Counsel ,  your argument  is  that  15 

al l  of  the things have to be in the same place.   What  are al l  of  16 

those things and are you saying that  al l  of  the claims are  17 

directed to that?    18 

MR. CASEY:  Your Honor,  so far  we are  t rying to 19 

just  go claim-by-claim.  So far  I  think we've only talked 20 

about  claim 6,  r ight ,  claim 6,  and I  said 8 and 10 were 21 

dependent  on that so we didn ' t  present  different  arguments .    22 

So i f  I  have been more broad than talking about  23 

claim 6,  I  apologize.   So far  we 've just  talked about claim 6.   24 
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And claim 6 reci tes  code to retr ieve use rule data remain 1 

permissible use of  data s tored on the carrier .   2 

JUDGE ELLURU:  So you are saying that  3 

argument  isn ' t  appl icable to  the other claims?   4 

MR. CASEY:  No, Your Honor,  I  haven' t  said that .   5 

I  would have to switch claims and go read them direct ly to  6 

you.   I 'm not  saying that .    7 

I  think that  every claim pret ty much does say that  8 

the --  at  least  al l  of  the claims that  we're  talking about  this  9 

morning,  do say that  the access  --  there is  some sort  of  access  10 

control  information that  is  up s tored in the same carrier  as  is  11 

here.   12 

JUDGE BISK:  And what  is  that  access  control  13 

information?   14 

MR. CASEY:  So i t 's  use rules ,  Your Honor,  or  15 

use s tatus  data.   The elements  are dis tinguishable between the 16 

different  claims.    17 

But ,  for  example,  looking at  claim 6 of the '458 18 

patent ,  there is  a  data access  device and then in the program 19 

store there is  code to retr ieve use s tatus  data,  indicat ing use 20 

s tatus  of  data s tored on the carrier ,  and there is  code to 21 

retr ieve use rules data,  indicat ing permissible use of  data 22 

s tored on the carrier ,  and there is  code to evaluate the use 23 

s tatus  data using the use rules  data to  determine whether 24 
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access  is  permit ted to the s tored data and code to access  the 1 

s tored data when access  is  permit ted.  2 

But  al l  of  those things --  sorry,  Your Honor.    3 

JUDGE BISK:  So they have their  expert  4 

test i fying that  he is  aware of  geographical  restr ict ions on 5 

content .   For example,  i t  was well  known that  DVD movie 6 

disks were authored with codes that  restr icted playback to 7 

DVD players  that  were  sold in geographic regions that  8 

matched those codes,  and that  access  to  sport ing events ,  such 9 

as  North American footbal l  by satel l i te  TV subscribers ,  is  10 

often constrained by blackout  rules  based by geographic 11 

boundaries .    12 

So i t  sounds l ike the DVD players ,  I 'm sorry,  the 13 

DVD movie disks had some kind of codes on them with 14 

geographic restr ict ions.   That  sounds l ike access  r ights .   And 15 

they have the content .    16 

So what  is  i t  that  they are missing to be a 17 

precursor?    18 

MR. CASEY:  To be a precursor?    19 

JUDGE BISK:  A precursor to  what  you are saying 20 

makes --  is  the overriding factor  of  your subject  matter .   I  21 

have wri t ten down you said that  the thing that  makes your 22 

overriding so that  i t  is  patentable is  that  you store content  23 

with rules  in  one place.   24 

MR. CASEY:  Correct ,  Your Honor.    25 
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JUDGE BISK:  And isn 't  that  what the DVD movie 1 

disks are doing?   2 

MR. CASEY:  I  don ' t  recal l  the specif ics  of  that  3 

part icular  sect ion you are ci t ing to,  Your Honor.   4 

JUDGE BISK:  Okay.  5 

MR. CASEY:  But  I 'm not  aware that  the --  so i f  I  6 

could,  there is  a  dis tinction between the use rules  and the use 7 

s tatus  data.   8 

JUDGE BISK:  Okay.  9 

MR. CASEY:  And so I  don' t  hear in  that  10 

discussion that  the expert  is  saying that  there is  both a use 11 

rule and use s tatus  data.   12 

JUDGE BISK:  Okay.  So now both of  them have 13 

to be --  so what  you are actual ly saying is  i t  is  not  just  with 14 

rules ,  but  you have to have rules  and s tatus  data?    15 

MR. CASEY:  In claim 6,  yes.   16 

JUDGE BISK:  Okay.  And why does that  make 17 

such a big difference to make i t  this  patentable subject  18 

matter?    19 

MR. CASEY:  Because i t  al lows you to see how 20 

data has been used and apply use rules  that  indicate whether 21 

there is  permissible use of  the data that  is  s tored on the 22 

carrier .   23 

JUDGE BISK:  But  doesn ' t  the DVD movie disk 24 

seem to be doing that?    25 
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MR. CASEY:  One second, Your Honor.   1 

JUDGE BISK:  I 'm sorry,  this  is  from Dr.  --  I  2 

don' t  know how to say his  name --  Dr.  W I 'm going to cal l  3 

him.  4 

MR. BATCHELDER:  Mr.  Wechselberger,  Your 5 

Honor.    6 

JUDGE BISK:  Yes.   Paragraph 84.   I t  is  on page 7 

46 to 47 of Exhibi t  1020.  8 

(Pause) 9 

MR. CASEY:  Yes,  so,  Your Honor,  I  think that  10 

the dist inct ion is  the abi li ty to  have both the use s tatus  data 11 

and the use rules  that  combine --  that  are together combined 12 

to determine whether or  not  access is  permit ted to the s tored 13 

data.    14 

So, for  example - -  I  hate to  do this off  the cuff  --  15 

but ,  for  example,  a  t ime at  which the movie was rented and a 16 

rule about  how long i t  could be used for ,  r ight ,  so there is  a  17 

dis tinction of use s tatus  data and use rule.    18 

As I  understood what  you just  said --  and I  19 

apologize,  I  don ' t  have the Wechselberger thing handy --  but  20 

i t  sounds l ike there is  a  use --  at  best  there is  a  use rule that  21 

says this  can only be played in Zone 1.   But  that  doesn ' t  22 

provide you with the abi li ty to  control  access  to  the s tored 23 

data using both the use s tatus  data and the use rules.   24 

So does that  answer your quest ion,  Your Honor?    25 
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JUDGE BISK:  I  think so.   1 

MR. CASEY:  So i t  is  a  dis t inct ion that  ends up 2 

being important ,  r ight?   I t  is  the difference between a s tat ic  3 

medium that  doesn ' t  get  updated,  doesn ' t  have a  --  doesn ' t  4 

t rack the use,  so that  you can do other things that  are 5 

important ,  l ike l imit  rentals  for  a  part icular  period.   6 

And this  isn ' t  l ike the brick and mortar  s i tuat ion 7 

where i t  is  a  movie t icket .   Right?   The data i tself ,  the movie,  8 

isn ' t  on the t icket.   You are not  putt ing the t icket  on the 9 

movie and associat ing them together.   Right?   There is  no 10 

brick and mortar  equivalent  to  this despi te what  the Pet i t ioner 11 

has s tated.    12 

I 'm sorry,  Your Honor,  you look l ike you wanted 13 

to ask a quest ion.   14 

JUDGE ELLURU:  Not  r ight  now.  Thank you.  15 

MR. CASEY:  So the --  i f  I  could jump back to the 16 

issue of  preemption,  because i t  is  one of  the important  issues,  17 

the Patent  Owner --  the Pet i t ioner put  up s l ide 26,  Judge 18 

Plenzler  and Clements ,  s l ide 26 of the Pet i t ioner 's  s l ides,  19 

which talks  about the Supreme Court 's  decis ion in Mayo and 20 

then talks  about  Ariosa and Capital  Associates .    21 

The decis ion in Mayo, i f  you see  what  is  being --  22 

sorry,  Your Honor,  the autofocus is  misbehaving.   There we 23 

go.   So in Mayo they are talking about  not  abstract  ideas but  24 

they are talking about  judges being not  good at  looking at  --  25 
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the judges are not  insti tut ional ly well  sui ted to making the 1 

kinds of  judgments  needed to dist inguish among different  2 

laws of nature,  mathematical  formula and the l ike.    3 

They are  talking about  laws of nature,  not  an 4 

abstract  idea,  not computer  code.   We're not  talking about  the 5 

same kind of beast  here.   The judges may be poorly --  some 6 

judges,  not  Administrat ive Patent  Judges --  but  regular  7 

Art icle III  judges may not  be good at  dis t inguishing one 8 

formula from another,  but  there is  nothing said that  they are 9 

not  good at  looking at  abstract  ideas.    10 

And as  a resul t ,  the appl icat ion of Ariosa,  which 11 

is  f i rs t  ci ted in Pet i t ioner 's  reply,  is  again ci t ing to not  a  12 

computer  case but  essential ly a biological  case.   And the 13 

issue with Ariosa was they didn ' t  know if  you could make 14 

another way to do what  they were  t rying to do.   15 

JUDGE BISK:  The Supreme Court  has been using 16 

Mayo in computer  cases.    17 

MR. CASEY:  They have,  Your Honor,  they have,  18 

but  they haven' t  created the bright-l ine rule for  computer  19 

cases the way they may have for  other areas,  where  they are 20 

not  good at  deciding whether or  not  laws of nature are 21 

s imilar ,  whether or  not  there is  going to be preemption.    22 

But  what  we have here,  Your Honor,  is  a  s i tuat ion 23 

where even Pet i t ioner 's  own expert  agrees that  there are other 24 
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ways to do these inventions.   And Pet i t ioner i tself  has said 1 

there are non-infringing al ternat ives as  well .    2 

Those are indicative of  the underlying problem.  3 

Pet i t ioner wants  you to ignore the evidence,  the best  evidence 4 

there is ,  that  you can do this  other ways,  in  favor of  a  5 

bright- l ine rule that  only approximates what  we are looking to 6 

decide.   What  we' re looking to decide is ,  is  there preemption?  7 

Are these claims so broad that  they cover al l  of  the ways  that  8 

you can do this?    9 

And I  don' t  think that  even Pet i t ioner can say that  10 

i t  does.   Their  own expert  agrees that  there are lots  of  other 11 

ways you can do these --  talking about  the claims in 12 

general  --  there are lots  of  other,  based on the l imitat ions that  13 

exist ,  there are lots  of  other ways that  you could implement  14 

this .   So i t  gets  back to your earl ier  discussion with Pet i t ioner 15 

about ,  when you start  put t ing in the specif ics ,  when does i t  go 16 

from being an abstract  idea to an implementat ion of an 17 

abstract  idea that no longer has preemption concerns?    18 

And that 's  real ly the test  that  you are left  with,  19 

Your Honors.   You have vir tual ly no guidance.   The only case 20 

that  says that  these claims are patentable is  DDR.  And 21 

Pet i t ioner 's  --  and Patent  Owner 's  claims are very c lose to 22 

DDR.  How do you decide between those and Ultramercial 's?    23 

We have given you a mapping,  and i t  is  the best  24 

that  you can do.   There is  no other case to map i t  against .   25 
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There was a  recent  Board decision,  Net  One versus Google,  1 

where they looked at  the fact  that  there were specif ics  reci ted 2 

in the claim that  made i t  sufficient to  not  have 101 be 3 

insti tuted.    4 

You are in  the same boat ,  Your Honor.   There are 5 

specif ics  here that  keep this  out  of 101.  The specif ics  are the 6 

things that  make this  an Internet-styled problem.  Pet i t ioner 7 

has said that  the issue of  data piracy isn ' t  l imited to the 8 

Internet .   I t  is  not .   I t  was made worse by i t .    9 

And i t  doesn ' t  take away from the fact  that  these 10 

claims are s t i l l  --  that 's  the environment  that  they grew up in.   11 

The fact  that  they don' t  say Internet  doesn ' t  mean that  the 12 

important  issue of  put t ing the use rules ,  the use s tatus  data 13 

and the content  together on the same medium wasn' t  the 14 

answer to  that  problem, the problem that  was prol i ferat ing 15 

and may have been a l i t t le  dormant  unt i l  the Internet came 16 

along.   17 

But  you have before you the kinds of  claims that  18 

are solving a non-brick and mortar  problem.  This  is  not  a  19 

movie t icket .   I t  is  not  buying a big box appliance at  a  s tore.   20 

I t  is  a  problem that  came up in the area of  computer-specif ic  21 

problems.  Why?  Because i t  is  the only type of invention 22 

where the thing that  is  of  value can be reproduced for  23 

nothing.   I t  is  unique,  unique to the computer  world in that  24 

respect .    25 
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If  I  want  to  s teal  this  chair  and sell  knock-offs  of  1 

this  chair ,  I  have to make this  chair .   I f  I  want  to  do the same 2 

with the microphone,  I  have to make the microphone.   I f  I  3 

want  to  s teal  data,  I  just  have to copy i t ,  and i t  doesn ' t  cost  4 

me any more than the computer  I  a lready have.    5 

That 's  why this  invention is  so important  and 6 

that 's  why i t  is  so different  and why you can ' t  s imply say we 7 

are going to ignore these things and we're going to focus on 8 

receiving,  reading,  evaluat ing.   That  doesn ' t  tel l  you 9 

anything,  Your Honor.   That  doesn' t  tel l  you anything besides 10 

i t  is  on a computer .    11 

I  would say i f  those are al l  of  the s teps that  are 12 

necessary,  ask Apple what  computer  doesn ' t  do all  those 13 

s teps.   There isn ' t  a  s tep there that isn ' t  performed by al l  14 

computers .    15 

So as  a resul t ,  Your Honor,  using the best  test  that  16 

is  out  there,  Patent  Owner described al ternat ive embodiments  17 

or addi tional  s t ructures  --  sorry,  I  said that  badly --  Patent  18 

Owner described the s tructures  of  the claimed embodiments  19 

so that  you can see that  preemption is  not  the concern that  20 

Apple would have you bel ieve,  that  Pet i t ioner would have you 21 

bel ieve.    22 

The main important  factor  is  that  there are lots  of  23 

ways to control  access  to  data that don' t  necessari ly use "use" 24 
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rules  and use s tatus  data on the carrier .   And, as  a resul t ,  the 1 

preemption concern isn ' t  the real  concern.    2 

The real  concern is  rewarding the inventor who 3 

came up with the solut ion that  has made access  control  for  the 4 

Internet  world with use s tatus  data and use rules  and made i t  5 

commercial ly viable,  rewarding that  person.    6 

Instead,  what  you are being asked to do is  7 

disregard that  the Patent  Office has already said these claims 8 

are patentable,  disregard that  the Distr ict  Court  judge has 9 

already said s imi lar  claims are patentable,  and disregard that  10 

the only thing that  the Pet i t ioner can real ly point  to is  a  11 

series  of  general ized computer  s teps that  i t  can ' t  real ly 12 

dis tinguish from DDR, where  the claims were  found to be 13 

patentable.   14 

And as  a resul t ,  Your Honor,  this  Board should 15 

f ind that ,  in  fact ,  the claims are di rected to s tatutory subject  16 

matter ,  as  other people already have.   You have the benefi t ,  17 

Your Honors,  that  this  decis ion has already been made once 18 

by the Patent  Off ice.   The decis ion on whether or  not  these 19 

claims are patentable is  a  legal  quest ion,  a  legal  quest ion that  20 

was decided by the Patent  Office.   21 

JUDGE BISK:  You mean in the prosecution?   22 

MR. CASEY:  During prosecution,  yes,  Your 23 

Honor.    24 
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JUDGE BISK:  Yeah, every case  that  comes  before 1 

us  is  --  every case that  we hear in  these t r ials  has been ci ted 2 

in prosecut ion already.  3 

MR. CASEY:  So actual ly,  Your Honor,  I  would 4 

say that  that 's  probably not  t rue because most  of  the cases 5 

that  --  the t radi tional  case that  you have heard is  a  case of  6 

new prior  art  being applied against  certain claims,  and the 7 

Examiner hasn ' t  had a chance potent ially to  see that  8 

combinat ion of prior  art .    9 

But  that 's  not  the s i tuation we have.   I t  is  why 10 

reexaminat ions do not  al low you to raise issues that  were 11 

already decided before the Patent  Office.    12 

Where  is  the just ice in  obtaining a patent  from the 13 

Patent  Office and then being told by the Patent  Office we 14 

know bet ter  than that  Examiner and that  Examiner,  who is  15 

given administrative correctness ,  made a  mistake and,  as  I  16 

understand i t ,  those Examiners  have made mistakes in  100 17 

percent  of  al l  CBMs ever inst i tuted.   Real ly?   100 percent?    18 

Your Honor,  you are being asked to ignore the 19 

things that  make claims special  and reduce them down to just  20 

those things where somebody can say i t  is  abstract .   Why is  i t  21 

abstract?   Because i t  benefi ts  the person who just  spent  22 

$30,000 on this  proceeding and wants  to  get  out  of  23 

infringement .    24 
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There are 48 cases that  have been f i led against  1 

seven patents .   48.   Rough math,  $1.3 mil l ion in fees .   You 2 

are being asked to disregard that  this  off ice has already 3 

decided this  issue,  the Distr ict  Court  has already decided this  4 

issue,  and that  you should subst i tute your judgment  for  the 5 

examiners  who have already been there.    6 

Now, not  on prior  art  that  is  new, not  on some 7 

other issue of  --  an issue that  wasn ' t  before the Patent  8 

Examiner.   This  isn ' t  an issue that  was before the Patent  9 

Examiner.   I t  is  the very f i rs t  thing they have to do.   101 says 10 

don' t  even s tart  this  process  unless  you know that  i t  is  11 

actual ly s tatutory.    12 

And, Your Honor,  I  bel ieve that  this  Panel ,  the 13 

Panels  in  general,  the PTABs, was never supposed to review 14 

101.  I  understand there is  case law that  goes the other way.   15 

All  r ight .   Versata says,  hey,  this  would have to be 16 

hypertechnical  to not  apply --  to  say that  101 can ' t  be appl ied 17 

in these proceedings.    18 

But  you know what ,  Your Honor?   I t  doesn ' t  have 19 

to be hypertechnical .   I t  just  has to be a plain reading of the 20 

s tatute.   21 

JUDGE BISK:  Well ,  I  don ' t  think we can do 22 

anything about  that  where you have binding authority.   23 

MR. CASEY:  I  understand,  Your Honor.   But  I 'm 24 

t rying to make sure that ,  A,  i t  is  preserved,  because I  keep 25 
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hearing waiver,  waiver;  and,  B, that  i t  is  on the record that  1 

there are aspects  to  this  procedure which are s imply 2 

unconsti tut ional .    3 

I  mean, this  is  beyond the s tatutory authori ty of  4 

what  this  Board can do.   And i t  is  in  the briefs  and I 've made 5 

the point ,  but  i t  is  something to be considered,  Your Honor.   6 

This  isn ' t  one piece in isolation.   This  is  how the ent i re 7 

process  is  going,  the ut i l izat ion of  48 proceedings against  8 

seven patents  and being told at  one point  we wil l  do 103 and 9 

then we wil l  drag i t  out  and we wil l  do 101 and then we wil l  10 

drag i t  out  and we wil l  do 101 again.    11 

This  process ,  Your Honor,  is  not  providing the 12 

just ,  inexpensive resolut ion of these issues.   I t  has  been 13 

abused.   And I 'm not  sure what  you can do about  i t ,  Your 14 

Honor,  but  somebody has got  to  do something at  sometime.   15 

So if  I  could,  Your Honor,  I  would l ike to 16 

rei terate a few major points .    17 

Mr. Batchelder said that  the claims were --  that  18 

the l imitat ions of the claims were  al l  over the art .   But  he has 19 

not  told you how they would be combined.  He has not  told 20 

you that  they are  al l  in  one place.   The real i ty is  that  21 

Pet i t ioner wants  to  do under 101 what  i t  can ' t  do under 103.   22 

Mr. Batchelder also told you that  the s torefront  of  23 

DDR didn ' t  t reat  --  s torefronts  previously didn ' t  do what  DDR 24 

does,  which is  direct  you to keep you at  a  local  s i te  when you 25 
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are sel l ing somebody else 's  products .   I  don ' t  know how he 1 

got  there.   I  think there are lots  of  retai lers  that  sel l  more  2 

than one good.   3 

He also said that  what  the Patent  Owner is  t rying 4 

to do is  to  patent  one of  the basic bui lding blocks of  business .   5 

And that 's  not  the case.   As you can see by the fact  that  the 6 

claims don' t  preempt lots  of  uses,  we're not  saying al l  uses ,  7 

Your Honor,  I  heard Mr.  Batchelder say,  or  Mr.  Baughman 8 

say,  that  we said that  DDR required --  that  DDR was to be 9 

read to mean as  long as  al l  embodiments  weren ' t  preempted.    10 

The quote,  there is  a  quote from DDR that  says 11 

essential ly that ,  Your Honor.   We're not  saying that that  is  12 

what  the current  rule is .   We're  saying that  the Pet i t ioner said 13 

in i ts  pet i t ion there is  a  preemption concern because i t  is  14 

going to preempt al l  possible uses.  And that 's  not  t rue.   I t  is  15 

not  going to preempt al l  possible uses.   Their  own expert  says 16 

i t  won' t .    17 

And as  I  mentioned before,  this  is  a  --  the claims 18 

are directed to a new special  problem.  I t  maybe didn ' t  s tart  19 

with the Internet  but  certainly got  exacerbated by the 20 

Internet ,  and that is  the rampant  data usage without access  21 

control .    22 

And that 's  a  technological  problem, Your Honor.   23 

I t  is  a  technological  problem from the s tandpoint  that  when 24 
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you have the r ight  solut ion,  this  problem is  addressed in a 1 

way that  wasn ' t  addressed before.    2 

So,  Your Honor,  we've talked a lot  about  claim 6 3 

of  the '458 patent.   I  would l ike to also address  claims 1,  2 ,  4 

15 and 31 briefly of  the '598 patent  so that  nobody can say 5 

that  I  somehow waived those.    6 

So i f  I  could,  Your Honor,  I  wil l  use,  again,  7 

Pet i t ioner 's  s l ides.   Your Honors who are remote ,  s l ide 34 of 8 

Pet i t ioner shows claim 1 of  the '598 patent  as  well  as  claim 2,  9 

claim 15, and claim 31 --  no,  i t  doesn ' t  yet  show 31.   10 

So, Your Honor,  again,  the dis t inct ion here is  you 11 

have a content  data memory, a  use rule memory and the 12 

process  that  is  coupled to these has at  least  one content  data 13 

i tem in the content  data memory and at  least  one use rule in  14 

the use memory.    15 

And, in  addi t ion,  in  claim 2 the code further 16 

includes code to provide access  to the at  least  one content  17 

data i tem in accordance with the at  least  one use rule.   And 18 

then,  for  example,  in  claim 15 i t  further reci tes  a content  19 

access  pin memory to s tore PIN number for  control l ing access  20 

to the data content  memory.    21 

So this  isn ' t  an attempt to  patent  the access  22 

control  systems in general ,  r ight ,  there are specif ic  23 

l imitat ions that  are required by the claims that  prevent  this  24 
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from being the --  which causes i t  to  meet  the s tep two of 1 

Mayo.  Right?   I t  becomes more.    2 

I t  is  the use of  the use rule memory and the 3 

content  data memory together that  enables  i t  to  address  the 4 

technological  problem that  is  so rampant  on the Internet .   5 

So,  Your Honor,  the brief  also lays out  the 6 

admissions by Mr. Wechselberger.   Pet i t ioner put  up a s l ide 7 

showing expert  test imony on one s ide and no test imony on the 8 

other s ide.   Mr.  Wechselberger 's  test imony was relevant  to  9 

both s ides,  so I  think that  actual ly you need to look at  his  10 

admissions about what  was not  precluded and what  you could 11 

do with the claim systems.    12 

And for claim 31,  there is  reading use s tatus  data 13 

and one or more  use rules  from the parameter  memory and 14 

then evaluat ing the use s tatus  data using the one or more 15 

rules  to  determine whether access  to  the content  is  permit ted.    16 

So,  again,  Your Honor,  there in  claim 31 there is  17 

use s tatus  data and there are use rules  together.   And so I  18 

think that  that  is  what  you were  asking about  in  terms of 19 

specif ics .    20 

One of the last  issues,  Your Honor,  is  --   21 

JUDGE BISK:  Can I  ask a quest ion on this  claim? 22 

MR. CASEY:  Of  course.  23 
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JUDGE BISK:  So this  claim doesn ' t  have use 1 

s tatus  data that  I  can see.   I t  just  has the use rule data and the 2 

content  data.   3 

MR. CASEY:  Claim 31, Your Honor?    4 

JUDGE BISK:  Claim 1 that  you were talking 5 

about .   6 

MR. CASEY:  Oh, I 'm sorry.   7 

JUDGE BISK:  So you were saying that  i t  has  use 8 

rule memory and content  data memory, and that 's  what  makes 9 

i t  patentable,  but I  don ' t  understand why that  is  not  just  l ike 10 

that  DVD.  11 

MR. CASEY:  Your Honor,  the DVD doesn ' t  12 

actual ly have an interface for  reading data from and to the 13 

portable data carrier .   14 

JUDGE BISK:  Okay.  So now that 's  the thing that  15 

makes i t  patentable subject  matter?    16 

MR. CASEY:  That 's  certainly one of them, Your 17 

Honor.   18 

JUDGE BISK:  Okay.  19 

MR. CASEY:  And, in  addi tion,  Your Honor,  one 20 

of the things that  you are point ing to,  or  one of the things 21 

that  we can point to  as  well  is  the program store,  r ight ,  you 've 22 

discussed a DVD, and I  don' t  bel ieve from what  you quoted 23 

for  Mr.  Wechselberger that  the DVD i tself  has any code on i t  24 
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that  does anything,  or  at  least  he hasn ' t  said i t  does.  He 1 

hasn ' t  said that  i t  actual ly meets  this  l imitat ion.   2 

JUDGE BISK:  Right ,  but  we are not  doing a 103 3 

analysis  or  a  102 analysis .    4 

MR. CASEY:  So,  Your Honor,  I  guess  my 5 

question to you is ,  how many references are you proposing we 6 

can look at?   Are you saying that  Mr.  Wechselberger  --   7 

JUDGE BISK:  I 'm just  t rying to see i f  this  kind 8 

of  idea was done before,  or  i f  this  is  a  whole new thing --   9 

MR. CASEY:  I  understand,  Your Honor.  10 

JUDGE BISK:  - -  as  in  Ultramercial ,  where 11 

apparently there was nothing that  they saw that  before had 12 

taken a hyperl ink and,  instead of going to a whole new 13 

websi te,  went  to  the same websi te.   I 'm looking for  that  kind 14 

of new idea.   15 

MR. CASEY:  Fantastic ,  Your Honor.   So let  me 16 

put  i t  to  you this  way:   The DVD is  a s tat ic  piece of data by 17 

i tself .   That 's  i t ,  data.   Right?   There is  no program store.   18 

There is  no --  as  far  as  I  know from what  Mr.  Wechselberger 19 

was al leging,  there isn ' t  any code on there that  is  going to do 20 

these things.   Right?   There isn ' t  code for  s toring at  least  one 21 

content  data i tem into the content  memory and at  least  one 22 

use rule into the use rule memory.    23 
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Let 's  put  i t  this  way:   I t  is  a  DVD.  I t  is  an opt ical  1 

disk.   Right?   How is  the opt ical  disk going to wri te  to  i tself?   2 

Where  is  the code that  --   3 

JUDGE BISK:  So you are saying that  what  is  4 

patentable is  that this  thing can be updated?   5 

MR. CASEY:  That 's  certainly one of the aspects ,  6 

yes,  Your Honor.   You are  asking for  what 's  the --   7 

JUDGE BISK:  I 'm looking for  what  is  that  8 

overriding thing,  l ike the automatical ly generat ing the 9 

websi te in  the same place.   I t  keeps changing.   10 

MR. CASEY:  The portable data carrier  i tself  is  11 

not  just  a  s tat ic  thing,  Your Honor,  but  i t  is  a  dynamic thing,  12 

something that  lets  you update i t ,  something that  has a 13 

program store on i t .    14 

I  was just  t rying to address  your s ingle DVD 15 

question and maybe I  answered i t  too narrowly.   But  that  is ,  16 

yet  again,  a  major difference.   I t  i s  an act ive system versus a 17 

passive system.  That 's  the best  way I  can describe i t .   18 

JUDGE BISK:  Okay.  19 

MR. CASEY:  So,  in  addi t ion,  Your Honors,  I  20 

would again tel l  you that  the comparison of the '458 claims 21 

with DDR is  most  tel l ing.   I t  shows you that  just  because 22 

something uses reading,  wri t ing and evaluat ing doesn ' t  mean 23 

that  i t  is  not  patent  el igible.   I t  is .   DDR shows us that .    24 
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And, as  a resul t ,  you are  left  in  the unenviable 1 

posit ion of t rying to decide more versus substant ial ly more 2 

versus how many things are in  how many references and 3 

where do you pick from?   4 

I  feel  for  you,  Your Honors.   You've got  no real  5 

guidance.   But  that 's  where we are .   And the best  way that  I  6 

can show you that  i t  is  patentable is  to  show you how this  is  7 

close to things that  are known to be patentable.   DDR, 8 

Network-1.   If  there were  other examples I  would point  you to 9 

them.   10 

I  wil l  also tel l  you that  Mr.  Wechselberger never 11 

says that  he looked at  anything that  was patentable and used 12 

that  analysis  in  deciding whether or  not  the things that  he 13 

says are unpatentable --   14 

JUDGE BISK:  I  don ' t  think that  we probably put  15 

any --  much weight  on an expert 's  opinion of 101 anyway.   16 

MR. CASEY:  So,  Your Honor,  one of  my last  17 

posit ions,  one of  my last  points ,  is  that  there is  a  motion to 18 

s tr ike the test imony of Mr.  Wechselberger on the issue of  19 

101.  He is  not  competent  to  discuss the legal  issue of  20 

whether or  not  this  meets  s tatutory subject  matter .    21 

He can tel l  you about  the things he thinks are 22 

existing.   But  just  because he tel ls  you that  something is  23 

existing doesn ' t  mean that  he is  in  a posi t ion to tel l  you 24 

whether or  not  something meets  101 statutory guidance.    25 
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And the last  thing,  Your Honor,  is  claim 11 of the 1 

'458 patent  has been chal lenged under 112.  2 

JUDGE BISK:  You just  said there was a motion 3 

to s t r ike?    4 

MR. CASEY:  I 'm sorry,  a  motion to exclude.   I  5 

apologize.   6 

JUDGE BISK:  Okay.  7 

MR. CASEY:  So the briefs  raise the issue or  8 

discuss the issue, but  just  to  be sure,  the claim is  defini te  the 9 

way i t  is  wri t ten.   Even Pet i t ioner in  i ts  proceeding in the 10 

Distr ict  Court  didn ' t  argue --  Your Honor,  did I  lose you?   11 

JUDGE BISK:  Yes,  you did.   What  claim are  we 12 

talking about  being defini te?    13 

MR. CASEY:  Claim 11, Your Honor.   14 

JUDGE BISK:  Oh, yes.   Okay.    15 

MR. CASEY:  Of  the '458.    16 

JUDGE BISK:  Yes.   Okay.  17 

MR. CASEY:  In proceeding 00016.  The 18 

definiteness  of  this  claim is  shown by both the Examiner 19 

having said i t  was definite ,  the Pet i t ioner not  having argued i t  20 

was defini te  --  indefinite  below and, in  fact ,  having used the 21 

use rules  and use s tatus  data interchangeably.    22 

So I  think that  --  i f  I  can have one second to make 23 

sure that  I  don 't  have any other wrap-up?   24 

JUDGE ELLURU:  Of  course.   25 
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MR. CASEY:  Your Honor,  I  don ' t  know if  I 'm 1 

al lowed to reserve my remaining t ime but  I  would l ike to do 2 

so.   3 

JUDGE ELLURU:  No, you cannot.   Thank you.  4 

MR. CASEY:  Okay.  5 

MR. BAUGHMAN:  Your Honors,  while we are 6 

wait ing for  the slides to  come up,  respectfully preemption is  7 

not  the test  here.   Apple has never argued that  i t  was.   Apple 8 

has always contended, we've been clear  from the Board from 9 

the beginning,  that  we take the posi t ion in l i t igat ion that  we 10 

don' t  infr inge these claims.    11 

But  what  we haven' t  heard actual ly is  Patent  12 

Owner saying that  i t  takes the posit ion that  Apple does,  that  13 

Samsung does,  that  HTC does,  that Google does,  that  Amazon 14 

does.   We have not  heard Patent  Owner talking about  that .    15 

But ,  respectfully,  the scope of preemption is  16 

s imply not  an issue in this  case.   And if  we could cal l  up 17 

s l ide 26,  the suggest ion that  the law of Mayo is  l imited to 18 

non-computer  inventions was resolved soundly in Alice.    19 

Alice appl ied i t  to  computer  inventions.   And the 20 

not ion that  the theories  here,  laws of nature,  mathematical  21 

formulas and the l ike doesn ' t  include abstract  ideas is  s imply 22 

not  a  credible reading of this  case law.   23 

If  there is  any quest ion for  Your Honors about  24 

whether preemption is  somehow different  for  computer  25 
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inventions,  on the lower r ight  the Board in CBM2014-79 1 

applied this  in  Cambridge Associates ,  a  computerized 2 

invention.    3 

Next  s l ide,  please.   The Federal  Circui t  in  OIP 4 

applied this  to  a computerized invention as  ci ted in the 5 

bot tom right .  6 

Next  s l ide,  please.   The Federal  Circui t  appl ied 7 

this  in  Bancorp,  a  computerized invention.   So the not ion that  8 

anything but  the Mayo step --  the Mayo two-step test  is  the 9 

test  is  s imply not  supportable in  the law.   As  much as  Patent  10 

Owner would l ike to avoid i t ,  that  is  what  this  hearing is  11 

about .    12 

I  would l ike to come to that  in  a minute but  I  wil l  13 

t ry to  address  a few of the other scat tered points  before we 14 

get  there.    15 

I  don' t  think that  Patent  Owner is  asking this  16 

Board to declare what  i t  is  doing unconst i tutional  or  i t  is  17 

asking the Board to overrule the Versata Federal  Circui t  case 18 

saying that  the Board is  in  a posi t ion to rule on Sect ion 101 19 

val idi ty,  but  the argument  i t  is  making about  estoppel  based 20 

on prior  examinat ion would mean that  you could never hear a 21 

Sect ion 101 case.   The Federal  Circui t  has made qui te clear  22 

that  you can.   I  think we are hearing a concession on that  23 

point  from the Patent  Owner.    24 
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As for  the Distr ict  Court ,  I  didn ' t  hear Patent  1 

Owner squarely argue,  and I  don' t  think i t  is  in  his  papers ,  2 

that  we are prevented from making the argument  here on 101.  3 

Of course that  was a different  factual  record.   Mr.  4 

Wechselberger is  talking here about  prior  art  examples that  5 

we didn ' t  actual ly have in hand at  the t ime of the declarat ion 6 

that  was at  issue there.  7 

We understand that  --  8 

MR. CASEY:  Object ion,  Your Honor.   Whether or  9 

not  they had something in hand is  well  beyond the record.   I  10 

don' t  qui te understand why this  is  being raised at  this  point ,  11 

but  I  object .   12 

MR. BAUGHMAN:  I  think that  is  in  the record 13 

that  Ahmad was something we did not  have in hand, Your 14 

Honor.   If  I 'm mistaken on that ,  Your Honor,  I 'm not  t rying to 15 

put  in  front  of  the Board a fact  that  wasn ' t  in  hand.   16 

A different  s tandard is  appl ied in Distr ict  Court .   17 

We put  before the Board a decis ion from Judge Gils trap about  18 

the evident iary s tandard for  facts  underlying Sect ion 101.  19 

Yes,  Your Honor?    20 

JUDGE BISK:  I  have a question about  the Distr ict  21 

Court  decis ion.  22 

MR. BAUGHMAN:  Yes.  23 

JUDGE BISK:  I t  seemed l ike the Distr ict  Court  in  24 

i ts  decis ion on 101 was talking about  a specif ic  claim and a  25 
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specif ic  patent  when i t  was saying that  i t  was patentable 1 

under 101.   2 

Do you know what  claim was that?    3 

MR. BAUGHMAN:  Your Honor,  I 'm not  sure i t  is  4 

clear ,  but  I  don ' t  have the --  5 

JUDGE BISK:  Okay.  6 

MR. BAUGHMAN:  --  report  recommendation in 7 

front  of  me.   I t  is  t rue that  there were a large number of  8 

claims,  not  the same set  of  claims,  by the way, at  issue here.   9 

JUDGE BISK:  Right .   Okay.  Like i t  was not  one 10 

of the ones that  we're talking about  today?   11 

MR. BAUGHMAN:  I  don' t  bel ieve i t  is  a  12 

coextensive l is t .   13 

JUDGE BISK:  Okay.  14 

MR. BAUGHMAN:  I t  was again under a --  I  don ' t  15 

think i t  is  undisputable that  i t  is  a different  record,  that  16 

declarat ion evidence is  different .  17 

JUDGE BISK:  Okay.  18 

MR. BAUGHMAN:  Judge Gils trap has in  a case 19 

we've put  before Your Honor,  that  is  Paper 34 in Exhibit  --  20 

excuse me, in  the 00016 proceeding,  appl ies  clear  and 21 

convincing to underlying Sect ion 101 factual  issues.   Here 22 

we've applied preponderance of the evidence.    23 
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I t  is  a  non-final  decis ion that  is  not  only non-final  1 

but  i t  is  being appealed.   So the suggestion that  the Distr ict  2 

Court  somehow control led the Board here is  not  correct .    3 

As to indefini teness ,  turning to sl ide 47,  this  is  in  4 

our papers ,  but  s l ide 48,  the issue here is  claim 11 in the '458 5 

patent .   We have claim 11 reci t ing said use rules  without  an 6 

antecedent  basis .   We have use rules  data and the use rules  7 

data in  the preceding claim that  is  ambiguous as  to  whether i t  8 

is  meant  to  introduce use rules  or  to  refer  back.    9 

The Board recognized that  the only evidence on 10 

this  issue is  from Mr. Wechselberger about  what  a  person of 11 

ordinary ski l l  would understand.   I t  is  ambiguous.   And under 12 

the case law ci ted by the Board and the Insti tut ion Decision 13 

ci ted by Pet i t ioner in  our papers ,  that  ambiguity means i t  is  14 

invalid under Sect ion 112.   15 

And the notion that  because i t  came out  of  16 

examinat ion,  that exempts  i t  somehow, I  think is  not  17 

something that  could ever be supported.   18 

Turning to the motion to s t rike,  just  briefly.   Mr.  19 

Wechselberger clearly is  test i fying about  what  was known, 20 

what  is  rout ine and conventional .   That  is  a  factual  predicate 21 

that  has been used by the Federal  Courts  in  deciding Sect ion 22 

101 questions.   We have this  in  our briefing.    23 

For example,  the Federal  Circui t  noted in Versata 24 

v.  SAP --  this  is  793 F.3d at  1334 and 1336 --  that  we are  25 
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aff i rming the Board 's  rel iance on the Pet i t ioner 's  expert  1 

determining the claimed steps were al l  known, routine and 2 

conventional .    3 

So the notion that  that  is  not  appropriate for  the 4 

Board has already been decided and against  Patent Owner 's  5 

posit ion.    6 

Turning to the actual  test  here,  the Mayo two-step 7 

test ,  I  think we are hearing some new arguments  here.   I 'm 8 

going to t ry to  focus on the ones that  were briefed.   I  think 9 

we're hearing a lot  of  assert ions that  Internetizing turns this  10 

into a patentable invention,  that  this  is  somehow unique to 11 

the computer  world.    12 

If  we turn to s l ide 43,  i t  is  not  so.   Even in the 13 

patent  i tself  i t  talks  about  CDs having a watermark 14 

protection.   This  is  digi tal  data.   I t  doesn ' t  have to do with 15 

the Internet .   Copying was possible.   Copying had 16 

pre-Internet  solutions that  were addressed even in the 17 

specif ication of the patent .    18 

And in paragraphs 83 and 84 of Mr.  19 

Wechselberger 's  declarat ion,  as  Judge Bisk was asking about ,  20 

i t  does talk about DVD zoning,  but i t  also talks  a l i t t le  higher 21 

in that  paragraph about  promotional  software t r ials .   And I  22 

think I  heard counsel  saying there was no indication about  23 

t ime and how long something could be used.    24 
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Well ,  i f  you take a look at  paragraph 84 of Mr.  1 

Wechselberger 's  declarat ion,  this  is  in  the 1220 exhibi t ,  there 2 

is  a  paral lel  paragraph.  I  can get  the number i f  Your Honors 3 

need i t  in  the other one.   4 

JUDGE ELLURU:  We have i t .  5 

MR. BAUGHMAN:  I t  talked about  t ime-l imited 6 

promotional  software t r ials ,  and certain users  are able to  t ry 7 

software in a t ime-l imited period without  incurring a l icense 8 

fee.    9 

So certainly the not ion of t ime fuses and s toring 10 

in a software program the abi l i ty to  t ime-bomb i tself  or  blow 11 

i tself  up after  a  certain number of  uses was in the prior  art .   12 

I t  is  discussed in Mr.  Wechselberger 's  declarat ion.    13 

These are pre-Internet  or  apart-from-the-Internet  14 

uses,  and Mr. Batchelder wil l  address  some of  the other prior  15 

art  examples as  well .   16 

JUDGE BISK:  So are you saying that  those would 17 

have had the equivalent  of  use rule and use s tatus  data and --   18 

MR. BAUGHMAN:  Yes,  Your Honor.  19 

JUDGE BISK:  - -  and code to do that? 20 

MR. BAUGHMAN:  And in order to  know how 21 

long you have lef t  on a --  sorry to interrupt ,  sorry.    22 

JUDGE BISK:  And code to do those things,  23 

programming code?   24 
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MR. BAUGHMAN:  The code is  coming with the 1 

t ry-and-buy software.   An analogy would be the AOL disk 2 

you used to get .   I  mean, i t  knows how much t ime you have 3 

left  and i t  must  be s toring that .    4 

But  the idea here is  not  a  103 analysis  or  a  102 5 

analysis .   I t  is  whether these ideas were known before the 6 

Internet ,  whether they are rout ine and conventional .    7 

And the solut ion here,  Patent  Owner 's  sole 8 

argument ,  as  I  hear i t ,  is  that  this  is  somehow very DDR-like 9 

because i t  is  completely unique to the Internet  context  in  10 

which i t  is  ar is ing.   That 's  s imply not  t rue.    11 

I  think I  heard the suggest ion that  these pieces 12 

were being isolated,  there is  no test imony from Mr.  13 

Wechselberger to connect  them.   14 

If  you take a look at  s l ide 15,  Mr.  Wechselberger 15 

not  only talks  about  the features  and functions.   He talks  16 

about  their  combinat ion being well  known in the art .   I  think 17 

we ci te  paragraph 28 here on s l ide 15.   We also point  to  18 

paragraph 84 of his  declarat ion for that .    19 

And, again,  I  think there is  a  suggest ion here,  and 20 

I  don' t  --  again,  I  may be mistaken --  I  don ' t  think we heard 21 

the suggestion in briefing from Patent  Owner that  somehow 22 

103 arguments  that  Pet i t ioners  have made elsewhere are 23 

somehow affect ing the 101 analysis  here,  and respectful ly,  24 

again,  that 's  waived,  but  they are  different  tests .    25 



Case Nos. CBM2014-00192, CBM2015-00016 (Patent Number 8,033,458); 
CBM2014-00193, CBM2015-00017 (Patent Number 8,061,598); 
CBM2014-00194, CBM2014-00199, CBM2015-00015 (Patent Number 
8,118,221); and CBM2015-00018, (Patent Number 7,942,317) 
 

 87 

Mayo i tself  makes clear ,  132 Supreme Court  at  1 

1304, that  102 and 103 are different .   The court  2 

acknowledged that  there was some overlap in some cases with 3 

the 102 novel ty inquiry,  but  i t  is  not  always so.    4 

And the government  was suggest ing that  the 5 

novelty --  " the novel ty of  a  component  law of nature may be 6 

disregarded when evaluat ing the novel ty as  a whole."   You 7 

could use 102 and 103 instead of 101.   8 

The Supreme Court  said we're not  going to do 9 

that .   102 and 103 say nothing about  t reat ing the laws of 10 

nature as  i f  they were part  of  the prior  art  and applying those 11 

sect ions.    12 

So i t  is  talking about  the test  here,  which is  once 13 

you have ident if ied the abstract  ideas,  what  is  lef t?   What  is  14 

the something more?  I t  is  not  taking the abstract  ideas and 15 

t rying to run those through a 103 or 102 f i l ter ,  but  extract ing 16 

them and seeing what  is  lef t .    17 

I t  is  clear  from the Alice test ,  at  2355, f i rs t  we 18 

determine whether the claims at  issue are directed to one of  19 

the patent-el igible concepts .   If  so,  we then ask what  else is  20 

there?   I  mean, that 's  l i teral ly the words of  the Supreme 21 

Court .   What  else is  there?    22 

And i t  talks  about  looking at  an ordered 23 

combinat ion to determine whether the addi tional  elements ,  24 

the what  else,  t ransform the nature of  the claim into a 25 



Case Nos. CBM2014-00192, CBM2015-00016 (Patent Number 8,033,458); 
CBM2014-00193, CBM2015-00017 (Patent Number 8,061,598); 
CBM2014-00194, CBM2014-00199, CBM2015-00015 (Patent Number 
8,118,221); and CBM2015-00018, (Patent Number 7,942,317) 
 

 88 

patent-eligible appl ication.   So i t  is  a  completely different  1 

inquiry from 102 and 103.   2 

That 's  why the Supreme Court  in  Mayo said we're 3 

not  pushing this  task off  on 102 and 103.  They can ' t  carry 4 

the weight .    5 

The same thing happened in Ultramercial ,  at  715 6 

and 716, the court  found the older combinat ion of s teps 7 

reci ted an abstract ion,  and then looked at  what  was left ,  and 8 

i t  said that  adding rout ine addit ional  s teps --  jumping 9 

ahead --  does not t ransform an otherwise abstract  idea into 10 

patent-eligible subject  matter .   I t  was insufficient  to  supply 11 

an inventive concept .    12 

And I  think i f  Your Honors take a look at  what  is  13 

in Ultramercial ,  talking about  get t ing guidance from the case 14 

law, the test  is ,  as  much as  Patent  Owner might  regret  i t ,  the 15 

Mayo two-step test .   And there is  plenty of  case law giving 16 

guidance about  i t .    17 

And if  you take a look at  Ultramercial ,  for  18 

example,  the court  made qui te clear  that  things l ike an 19 

act ivity log,  counting the total  number of  t imes which the 20 

sponsor message has previously been presented,  making sure 21 

that 's  less  than the number of  t imes that  ad is  supposed to 22 

run,  that  didn ' t  t ransform anything into a patent-el igible 23 

invention.    24 
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I t 's  taking a look at  what  is  lef t  and using the 1 

guidance of these cases that  are much more analogous to this  2 

invention in DDR to decide but  they are  clearly not .    3 

And with that  I  wil l  pass  the podium to Mr.  4 

Batchelder,  who wil l  talk about  some of  the prior  art  that  also 5 

demonstrates  that these were rout ine and conventional .    6 

MR. BATCHELDER:  I  thought  i t  would be 7 

helpful  to  take a bi t  of  t ime to s tep through a couple of  the 8 

examples of  the prior  art  that  Mr.  Wechselberger pointed to in  9 

support  of  his  opinion test imony that  there is  nothing 10 

inventive here when you tease out  the abstract  idea and look 11 

at  what  is  lef t  in  the claims,  and part icularly in  response to 12 

Patent  Owner 's  content ions just  now about  what  was invented.    13 

One reference I  think is  useful  to  look at  i t  is  the 14 

Kopp reference,  K-o-p-p.   I t  is  Exhibit  1210 and it  is  U.S.  15 

Patent  Number 5,940,805.  And I 'm looking,  for  example,  in  16 

Kopp, well ,  the t i t le  of  i t  is  "Method Of Sel l ing Data 17 

Records" --   18 

JUDGE BISK:  Is  this  an exhibit?    19 

MR. BATCHELDER:  Yes,  i t  is .   I t  is  Exhibit  20 

1210.  Shal l  I  proceed?   21 

JUDGE BISK:  Oh, yes.   22 

MR. BATCHELDER:  Thank you.  So the t i t le  is  23 

"Method Of Sel l ing Data Records As Well  As Vending 24 
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Apparatus,  Memory Device,  Chip Card,  And System For 1 

Sel l ing Telecommunicat ions Software."    2 

And the abstract  in  the r ight-hand side of  the 3 

cover page refers  to  "a vending apparatus is  used to sel l  data 4 

records."    5 

The second l ine refers  to  a payment  device.   The 6 

third and fourth l ine,  "a device for  l imit ing the extent  of  7 

ut i l izat ion,  and an interface device sends a release s ignal  to  8 

the control  device."    9 

And then the next  sentence,  " the device for  10 

l imit ing the extent  of  ut i l izat ion only permits  the s torage of 11 

data records in  the memory device to a predetermined extent ."   12 

And i t  al lows i t  to  play,  as  i t  says at  the bottom there,  " i f  i t  13 

receives a release s ignal  from the payment  device."   That 's  in  14 

the second-to-last  l ine.    15 

So then in the reference i tself ,  in  column 5,  16 

s tart ing at  l ine 3 through l ine 9,  I 'm going to read three 17 

passages here with your pat ience.    18 

There i t  says:   "The s torage process  is  configured 19 

in such a way, that  the s tored data record is  only re leased to a 20 

predetermined extent  for  future use.   In  this  case the 21 

l imitat ion of  the ut i l izat ion includes preventing the copying 22 

of the data record from the chip card to another chip card,  23 

and i f  necessary l imit ing the extent  of  ut i l izat ion of the data 24 

record."    25 
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And then in the paragraphs beginning around l ine 1 

16 of that  same column, down to l ine 30,  i t  explains that  the 2 

content  and the rules  are al l  together on the end user device.    3 

I t  says:   "Next ,  data regarding the extent  of  4 

ut i l izat ion are entered into the data record to be sent  to  the 5 

chip card.   These data contain information about  the number 6 

of  possible ut i l izat ions of  the data record,  the length of  t ime 7 

during which the data record can be used,  or  the t ime l imit  up 8 

to which the data record may be used."   So the rules  and 9 

restr ict ions are actual ly on the card that  contains the data.    10 

And then in l ine 25 i t  says:   "The thus changed 11 

data record is  then sent  via the interface device to the chip 12 

card."   So the data record,  the content ,  is  changed, is  infused 13 

with the rules  themselves.   And this  is  the very concept  you 14 

just  heard Patent  Owner say was inventive much later  in  the 15 

art .    16 

And then in column 6,  i f  you could,  l ine 41,  that  17 

paragraph:   "Before the securi ty device" --  and that  device is  18 

s tored on the same end user device --  "before the securi ty 19 

device al lows the reading of a  data record,  i t  checks the 20 

recorded data" --  well ,  that 's  the use s tatus  data,  again,  i t ' s  21 

the very same device --  " i t  checks the recorded data in  the 22 

record regarding the extent  of  ut i l izat ion of  the data record.   23 

If  the extent  of  ut i l ization of  a  data record has been exceeded, 24 

i t  does not  permit  the record to be read."    25 
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Again,  that 's  a  rule.   You have def ined this  rule as  1 

data specifying a condit ion under which use or  access  can be 2 

permit ted.   This  is  an "if"  s tatement .   I t  is  a  condit ion.   I t  is  3 

checking the rule against  the use status  data al l  in  the same 4 

device,  al l  in  the same place.    5 

Patent  Owner said that  was inventive.   When they 6 

did i t ,  i t  just  plain wasn ' t ,  as  Mr.  Wechselberger explained at  7 

great  length,  according to Kopp, among many others .    8 

One more example,  perhaps at  the r isk of  beat ing 9 

a dead horse,  but  the Ahmad reference,  A-h-m-a-d,  which is  10 

Exhibit  1233, and i t  is  U.S.  Patent  Number 5,925,127, is  also 11 

instruct ive.   The t i t le  is  "Method And System For Monitoring 12 

The Use Of Rented Software."    13 

And I  wil l  just  read a couple passages from 14 

Ahmad.   At  column 11, please,  the paragraph beginning at  15 

l ine 43,  i t  says:   "Alternat ively,  the SM may track the number 16 

of uses of  the program module i f  the program module is  17 

rented for  a  specif ied l icensed number of  uses.   The SM may 18 

t rack the number of  uses of  the program module by set t ing an 19 

internal  counter ,  s imilar  to  the above-described internal  20 

t imer,  when the program module is  f i rs t  used.   Upon each 21 

subsequent  l icensed use,  the counter  wil l  add one count ."    22 

So, again,  you have content  plus a counter  that  is  23 

registered on the end user device counting the uses as  they 24 

happen.   25 
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And then in column 12,  s tart ing at  l ine 19,  those 1 

couple of  sentences,  i t  says:   "After  complet ing the required 2 

rental  form, the user  downloads the desired program module,  3 

CICO" --  that 's  check in check out --  "module 120, and the 4 

Software Monitor to  the hard disk drive of  his  or  her  5 

computer ."   So this  software monitor  is  downloaded and 6 

resides on the end user device just  as  the content  does.    7 

Again,  the argument  was made that  that  was 8 

inventive in the chal lenged patents,  and i t  s imply wasn ' t .   9 

And Mr. Wechselberger ci tes  these two among many other 10 

references to  explain that  not  only is  this  just  Internet izing 11 

these basic ideas of  rental  and purchase,  which have been 12 

around for mil lennia,  but  i t  is  doing what  had already been 13 

done in the digi tal  form in this  kind of space with the mobile 14 

data carrier ,  in  the art .   There is  nothing inventive here.    15 

The Patent  Owner also pointed to the idea 16 

general ly of  separate memories ,  perhaps,  or  different  kinds of  17 

data being s tored in memory as  inventive.    18 

And I  would submit  that  in  Alice i tself  --  i f  we 19 

can just  put  up our s l ide 24,  which has the Alice claim 20 

language,  claim 26 of the '375 patent  being chal lenged in 21 

Alice --  in  the data s torage uni t  l imitat ion,  which is  the 22 

fourth row down, there was having s tored therein two 23 

different  kinds of  information,  information about  a f i rs t  user  24 

account  for  a  f i rst  party.   That 's  A.   25 
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And then,  B, information about  a third account  for  1 

a second party.   So two different  kinds of  data being s tored 2 

on the same device.   That  was in Alice i tself .    3 

There is  also a bevy, of  course,  that  Mr.  4 

Wechselberger cited to describing different  memories  and 5 

different  memory types.   I  think the most  pointed example 6 

may be from the Stefik reference,  and f igure 12 of Stefik.   7 

This  is  Exhibi t  1214 at  f igure 12,  there you go,  at  the top.    8 

If  we could just  blow that  up,  you have,  at  the 9 

bot tom of f igure 12,  descriptor  s torage 1203, and then you 10 

have content  s torage 1204.  And Stefik describes that  those 11 

could be the same, they could be different .   I t  even gets  into 12 

the detai l  of  how they could be different  kinds of  memory 13 

devices themselves.    14 

But  in  Stefik,  content  memory and descriptor  15 

memory are s tored.   The descriptor  s torage includes usage 16 

r ights ,  so,  again,  the rules  themselves are being s tored that  17 

indicate "r ights  granted to a recipient  of  a  digi tal  work."   And 18 

they "define how a digi tal  work can be used and i f  i t  can be 19 

further distr ibuted."    20 

So these rules ,  these l imitat ions are in  descriptor  21 

s torage,  they are  saved in memory,  and there is  content  22 

s torage also saved in separate memory or together in  the same 23 

memory, ei ther  one.   That  al ternat ive is  disclosed in Stefik.    24 
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And there are many other examples of  separate 1 

memory.  Accenture,  the Accenture case is  another one.   I t  2 

had a database for  s toring information related to an insurance 3 

t ransact ion.   And that  included a claim folder which,  in  turn,  4 

was decomposed into several  f i les .  That  was on the one hand.  5 

And on the other hand there was a separate task l ibrary 6 

database for  s toring rules .    7 

The SmartGene case that  we also ci ted,  which is  8 

Federal  Circui t  2014, and the cite  is  555 Federal  Appendix 9 

950, you had a f i rs t  knowledge base and you had a second 10 

knowledge base and you had a third knowledge base.    11 

The f i rs t  s tored regimens.   The second stored 12 

expert  rules  for  evaluating those regimens.   And the third 13 

s tored advisory information.   These are applying the rules  to  14 

the regimens.    15 

So having rules ,  having use s tatus data,  having 16 

them stored in memory, having the rules  used to evaluate the 17 

use s tatus  data to determine whether access  is  going to be 18 

granted,  again --   19 

JUDGE BISK:  Can you give the ci te  for  that  case 20 

again? 21 

MR. BATCHELDER:  For the Accenture?    22 

JUDGE BISK:  Yes.    23 

MR. BATCHELDER:  Yes.  24 
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JUDGE BISK:  Oh, that  was the Federal  Circui t  1 

case? 2 

MR. BATCHELDER:  Sure.   I t 's  in  our --  3 

JUDGE BISK:  I ' l l  be able to  f ind i t .   Sorry.    4 

MR. BATCHELDER:  I 'm sorry? 5 

JUDGE BISK:  I ' l l  be able to  f ind i t .   No problem.  6 

MR. BATCHELDER:  Okay.   Accenture --  let  me 7 

just  give i t  to  you while I  have i t .  8 

JUDGE BISK:  Okay.  9 

MR. BATCHELDER:  I t 's  728 F.3d 1336, and then 10 

the jump ci tes  are 1338 and 1344 through 46.   11 

So these ideas that  Patent  Owner pointed to,  not  12 

inventive under any s tretch.   And Mr. Wechselberger,  again,  13 

in unrebutted testimony walked through this  art ,  explained 14 

that  these things were out  there,  they had been done before in  15 

the pre-digi tal  context ,  in  the digi tal  context ,  before the 16 

Internet  and in the post-Internet  world,  and there is  nothing 17 

inventive,  when you tease out  that abstract  idea,  there is  18 

nothing inventive claim-by-claim-by-claim.   And he 19 

summarizes that .    20 

And if  we can put  up our s l ide 15.  So as  we 21 

pointed out  in  our pet i t ion at  the top,  we said:   "Whether 22 

viewed separately or  as  an ordered combinat ion,  the 23 

chal lenged claims s imply reci te  the concepts  of  paying for  24 
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data and/or control l ing access  to  data 'as  performed by a 1 

generic computer . '"    2 

And then Mr. Wechselberger,  again,  in  unrebutted 3 

test imony:   "In my opinion the chal lenged claims are directed 4 

to nothing more than implementing the basic concept  of  5 

providing access  to  content  based on payment  data or  rules ,  6 

using generic features  present  on general  purpose computers ."    7 

He goes on to say:   "By Smartf lash 's  claimed 8 

priority date of  October 25,  1999, the elements  of  the 9 

chal lenged claims were al l  wel l-known in the art ,  and their  10 

combinat ion as  claimed was also well-known."   11 

And then in deposi t ion at  the bot tom he was asked 12 

a quest ion about  this  and he said:   "You can bui ld 13 

patent-eligible claims by doing inventive s teps on top of plain 14 

and ordinary,  generic,  well  known and conventional  15 

components  and act ions.   There just  aren ' t  any in these 16 

claims."    17 

That 's  his  testimony and that 's  unrebutted.   And 18 

that  testimony about  what  was conventional ,  what  was known 19 

in the art ,  that  does deserve respect  in  the 101 context .    20 

And the Versata/SAP case actual ly made very 21 

clear  that  the Board 's  at t r ibut ion of more  credi t  or  credibil i ty 22 

to one expert  versus another in  exact ly this  kind of issue was 23 

important .   24 
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I  wil l  just  add also that  with Alice and 1 

Accenture --  maybe we could just  put  that  Alice claim back 2 

up.   I  used i t  to  talk about  separate memories ,  but  Alice also,  3 

as  does Accenture and Ultramercial ,  i t  also applies rules .    4 

Sl ide 24.   Thank you.   So i f  we look at  the purple 5 

l imitat ion towards the bottom, i t  would be the third from the 6 

bot tom, Alice cla imed that ,  af ter  ensuring that  said f i rs t  party 7 

and/or said second party have adequate value in said f i rs t  8 

account ,  respectively,  then you generate an instruction.    9 

So there is  a  rule being applied in Alice.   And you 10 

had to evaluate data to  apply that  rule to  come up with a 11 

resul t .   And, again,  that  idea,  generic,  well  known, 12 

conventional  computers  have evaluated data and applied rules  13 

forever.    14 

And in Accenture,  i t  also was rules  being 15 

explici t ly appl ied.   And Accenture,  the claim that  I 'm looking 16 

at ,  at  claim 1 of  the patent  at  issue there,  which is  Patent  17 

7,013,284, and in that  claim 1,  one of  the things that  was 18 

required was a task l ibrary database for  s toring rules .   That 's  19 

r ight  around line 38.    20 

And then toward the bottom, the "wherein" clause,  21 

r ight  around line 50,  i t  says:   "Wherein the event  processor is  22 

t r iggered by applicat ion events  associated with a change in 23 

the information,  and sends an event  t r igger to  the task engine 24 

which,  in  response to the event  t r igger,  the task engine 25 
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identif ies  rules  in  the task l ibrary database associated with 1 

the event  and applies  the information to the identif ied rules  to  2 

determine the tasks to  be completed."    3 

So taking rules ,  applying them to data to  come up 4 

with recommendations and decis ions,  including whether 5 

access  can be permit ted,  that  was al l  over the art  and,  indeed,  6 

i t  is  even in the case law.   7 

So,  again,  real ly what  Patent  Owner is  point ing to 8 

is  s imply Internet izing an old world problem.  That ' s  exact ly 9 

what  was done by the Patent  Owner in  Ultramercial .   The 10 

Internet  was required in those claims,  but  the court  said that 's  11 

not  enough.  You are not  overriding anything,  as  was done in 12 

DDR, you are  jus t  put ting on the Internet  these things that  13 

have already been done.    14 

That  summarizes my remarks,  unless  the Board 15 

has any further quest ions.   16 

JUDGE ELLURU:  Nothing here.   Judges Plenzler  17 

or Clements?   Thank you, counsel .    18 

MR. BATCHELDER:  Thank you.   19 

JUDGE ELLURU:  Thank you, counsel .   This  20 

argument  has been very helpful .   These cases have been 21 

submit ted.   We wil l  take a break unt i l  1:30 p.m.  when we 22 

s tart  with the second session.   23 

(Whereupon, at  12:21 p.m. ,  the hearing was 24 

recessed.)25 



Case Nos. CBM2014-00192, CBM2015-00016 (Patent Number 8,033,458); 
CBM2014-00193, CBM2015-00017 (Patent Number 8,061,598); 
CBM2014-00194, CBM2014-00199, CBM2015-00015 (Patent Number 
8,118,221); and CBM2015-00018, (Patent Number 7,942,317) 
 

 100 

   P R O C E E D I  N G S 1 

       (1:34 p.m.)  2 

JUDGE ELLURU:  Good afternoon.  Thank you 3 

for  your pat ience.   This  is  the oral  hearing for  4 

CBM2014-00192, 193, 194 and 199.  Each party,  Samsung 5 

and Smartf lash,  wil l  have 75 minutes  of  total  t ime to present  6 

i ts  argument  in  al l  four cases.    7 

Pet i t ioner Samsung has the burden so i t  wil l  go 8 

f i rs t  and then Patent  Owner wil l  argue i ts  opposit ion to 9 

Pet i t ioner 's  case and then,  i f  Pet i t ioner Samsung has reserved 10 

any t ime, Pet i t ioner can use that  t ime for  rebut tal .    11 

Would counsel  please make their  appearances,  12 

s tart ing with Pet it ioner,  please.    13 

MR. RENNER:  Yes,  Your Honor.   This  is  Karl  14 

Renner for  Samsung.  I 'm here joined by co-counsel ,  Tom 15 

Rozylowicz,  Andrew Patrick and Yao Wang, and we have a 16 

representative of  Samsung, Jul ie  Han.  17 

JUDGE ELLURU:  Thank you.  And for Patent  18 

Owner?  19 

MR. CASEY:  Good afternoon, Your Honor.   20 

Michael  Casey on behalf  of  Smartf lash LLC.  With me is  Greg 21 

Krauss.   Also with me is  the inventor,  Patr ick Racz.  22 

JUDGE ELLURU:  Thank you.  23 
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MR. BAUGHMAN:  Your Honor,  for  the joint  1 

Apple Pet i t ioners,  Steve Baughman from Ropes & Gray,  and 2 

with me is  counsel  Ching-Lee Fukuda and Megan Raymond.   3 

JUDGE ELLURU:  Thank you.  Pet i t ioner,  are you 4 

ready?  Counsel ,  wil l  you be reserving any t ime for rebut tal?  5 

MR. RENNER:  Yes,  Your Honor.   I  would l ike to 6 

reserve about  half  of  our t ime,  as  well  as  f ive minutes ,  Your 7 

Honor,  for  the Apple Co-Pet it ioner.  8 

JUDGE ELLURU:  Thank you.  9 

MR. RENNER:  May i t  please the Board.   I 'm Karl  10 

Renner on behalf  of  Samsung here to  discuss the proceedings,  11 

CBM2014-00192, 3,  4  and 9.    12 

Today, Your Honors --  s l ide 2,  please --  I  wil l  13 

discuss the patents  '221,  '458 and '598,  respectively,  as  well  14 

as  the claims therein,  and some housekeeping matters ,  before 15 

we turn to the 101 inel igibi l i ty ground that  is  pending in each 16 

of these proceedings involving these patents .    17 

And then we wil l  turn to the Ginter  reference as  i t  18 

is  applied to the '221 patent ,  in  part icular  claims 2 and 11.    19 

Next  s l ide,  please.   Across the variety of  different  20 

proceedings,  and at  the outset  we think i t  is  important  to  21 

again remind the Board that  we are confronted with a record 22 

that  is  informed by the unrebutted test imony of just  one 23 

expert ,  Dr.  Bloom.   24 
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Smartf lash had every opportunity to  offer  1 

test imony on i ts  view of different  posit ions,  that  include the 2 

interpretat ion of  the prior  art  as  well  as  the predicate for  101 3 

grounds.   I t  did not  do so.    4 

As a consequence,  as  i t  was at  the t ime of 5 

insti tut ion,  the evidence continues to  compel  appl icat ion of 6 

101 and 102 grounds to the claims that  are pending.    7 

Sl ide 4 now.  Here we show pictures  briefly of  the 8 

three patents  to  remind us to  spend just  a  moment .   You have 9 

heard this  morning a lot  about  two of the patents  in  this  10 

proceeding,  the '458 and the '598 patents .   They share a 11 

specif ication with the '221.   They have claims s imilar  in  12 

scope to the '221 as  well .    13 

Simply,  as  the Inst i tut ion Decision had 14 

recognized,  these patents  speak to the proposed solut ion to an 15 

age-old problem, that  is  piracy,  and as  the Inst i tution 16 

Decision further recognized,  piracy of copyrightable content  17 

and data is  not  new.  I t  has  been a business  problem for ages,  18 

applying to CDs and other conventional  media.    19 

The Inst i tut ion Decision at  11,  i t  indicates:   "The 20 

problem being solved by the claim 32 is  a  business  problem, 21 

data piracy."   That  was in reference to the '221 patent .   Dr .  22 

Bloom makes this  clear  in  his  declarat ion as  well ,  turning to 23 

several  third-party references that  acknowledge the issue.   24 

Paragraph 124, for  instance,  makes this  clear .    25 
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And with the purpose of  the patent  relat ing to an 1 

age-old business  problem, and with the specif icat ion 2 

acknowledging the disclosure --  a  conventional  computer  3 

element ,  and a conventional  manner being used,  for  the 4 

purposes of  solving such a problem i t  would be surpris ing not  5 

to  f ind 101 problems or prior  art  problems.   The record here 6 

does not  surprise.   7 

Sl ide 5,  please.   As you can see,  there are f ive 8 

patent  claims in dispute here.   All  f ive have grounds pending 9 

on them for  101.   10 

Two of them, on the '221 patent ,  also are subject  11 

to 102 Ginter  grounds.   As we previewed, we wil l  begin with 12 

the 101.   13 

Sl ide 6.   Here  we briefly provide an overview of 14 

the Alice test ,  we are al l  famil iar  with i t ,  the two-step test  15 

that 's  administered via Mayo.   In assessing this ,  Your Honors 16 

concluded at  page 14 of the Inst i tut ion Decision that  the '221 17 

patent  makes clear  a  very important  concept ,  and,  that  is ,  that  18 

the heart  of  the claimed subject  matter  is  restr icting access  to  19 

s tored data based on supplier-defined access  rules  and 20 

val idat ion of payment .    21 

JUDGE ELLURU:  Counsel ,  is  i t  your posi t ion 22 

that  the abstract  idea in al l  of  the chal lenged claims is  the 23 

same?   24 
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MR. RENNER:  Thank you, Your Honor.   That 's  a  1 

great  quest ion.   I t 's  our posi t ion,  Your Honor,  that  this  2 

abstract  idea does capture the abstract  idea of  al l  of  the 3 

claims.    4 

That  said,  different  of  the claims might  have 5 

different  expressions of  the abstract  idea for  different  part ies .    6 

Moreover,  to  the extent  that  a  particular  claim 7 

adds a part icular  feature,  i t  is  not  our posi t ion that  that  8 

feature would expand beyond the abstract  idea.    9 

I t  is  instead our posit ion that  the abstract  idea 10 

might  engulf  that claim feature.   We have to look at  each 11 

feature as  we go,  but  this  is  the basel ine of  the abstract ion 12 

idea.    13 

Smartf lash offers  nei ther evidence nor arguments  14 

to the contrary,  that  is ,  to  rebut  the point  that  was made in 15 

this  --  that  the heart  of  the claimed subject  matter  is  this  16 

combinat ion of restr ict ing access  to  s tored data based on two 17 

things:   Supplier-defined access  rules  and validation of 18 

payment .    19 

A quest ion then per Alice,  as  you can see,  is  20 

s ingular .   Are there addi t ional  elements ,  addi t ional elements  21 

beyond that  abstract ion that  t ransform the otherwise 22 

inel igible claims?   23 
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So mind you, for  Stage 2 analysis  we consider 1 

only elements  that  are addi t ional ,  those that  are beyond the 2 

abstract  idea.    3 

We don' t  consider supplier-defined access  rules  4 

any longer or  validat ion of payment ,  nor their  use in  5 

restr ict ing content .   Those are part  of  the abstract  idea and 6 

those are now washed away for purposes of  101 analysis  in  7 

Stage 2.   We only look beyond those.   And this  is  an 8 

important  concept .    9 

With that  in  mind, s l ide 7,  please.    10 

JUDGE BISK:  I 'm sorry,  can you tel l  me again 11 

what  exact ly the abstract  idea is?    12 

MR. RENNER:  Certainly,  Your Honor.   The 13 

abstract  idea,  i f  you look at  page 14 of the Inst i tution 14 

Decision,  and actual ly go to s l ide 10 and you wil l  be able to  15 

f ind an art iculat ion of i t .   In  fact ,  sorry,  i t  is  further down the 16 

l ine than this .   Sl ide 18 is  an example.    17 

In the center  of  s l ide 18 you wil l  see "The Board:"  18 

and I  wil l  read from that :   "The '598 makes clear  that  the 19 

heart  of  the claimed subject  matter  is  restr ict ing access  to  20 

s tored data based on supplier-defined access  rules  and 21 

val idat ion of payment ."    22 

This  appears  in  each of the different  decisions for  23 

insti tut ion,  Your Honor.   This  part icular  s tatement  is  drawn 24 

from, of  course,  the '598 patent ,  though we show you in the 25 



Case Nos. CBM2014-00192, CBM2015-00016 (Patent Number 8,033,458); 
CBM2014-00193, CBM2015-00017 (Patent Number 8,061,598); 
CBM2014-00194, CBM2014-00199, CBM2015-00015 (Patent Number 
8,118,221); and CBM2015-00018, (Patent Number 7,942,317) 
 

 106 

s l ides surrounding this  that  the same statement  appears  in  1 

each of the Inst i tut ion Decisions.    2 

And i t  is  the acknowledgment  that we have two 3 

things present ,  that  is ,  defined access  rules  and val idat ion of 4 

payment ,  and they are  being used to restr ict  access , and that 's  5 

abstract .  6 

JUDGE BISK:  What  i f  the abstract idea didn ' t  use 7 

those part icular  words?    8 

MR. RENNER:  Sorry,  Your Honor?    9 

JUDGE BISK:  Then you're saying that  --  I 'm a  10 

l i t t le  confused about  your argument  here.   So i t  seems to me 11 

what  you are saying is  the more specif ic  the abstract  idea,  the 12 

less  we're going to look at ,  the less  l imitat ions in  the claim 13 

we're going to look at  to  see i f  they bring in something extra?    14 

MR. RENNER:  In essence,  yes.   I t  is  less  a 15 

draft ing exercise, however,  Your Honor,  than i t  is  an exercise 16 

in art iculat ing what  is ,  in  fact ,  the abstract  idea that  creates  a 17 

Stage 1 issue for  a  claim in the Mayo analysis .    18 

Now, you have to append that  in  some way, of  19 

course,  but  the concept  of ,  let 's  resolve what  is  that abstract  20 

idea,  once you have that  --  i f  I  could return to sl ide 6,  21 

please --  once you have that  we see,  and this  is  why we 22 

quoted this  sect ion of the decis ion from Alice --  I ' l l  wai t  23 

because i t 's  good to look at  together.    24 
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So i t  says here we consider this  after  Stage 1,  the 1 

quoted sect ion here,  says:   "We consider the elements  of  each 2 

claim both individual ly and as  an ordered combinat ion" --  to  3 

do what  --  " to determine whether the addi tional  elements"  --  4 

important  words,  addi tional  elements  --  " t ransform the nature 5 

of  the claim into a patent-el igible appl icat ion."    6 

I t  is  not  that  we consider the enti rety of  the claim 7 

al l  over again.   We don' t  s tart  at  zero.   We fi rs t  look to see 8 

what  is  abstract  about  the claim and then what  is  left  over.   9 

The remainder is  what  we end up comparing.    10 

And in this  sense a 101 analysis ,  i t ' s  our posi t ion,  11 

is  quite different  than a 103 or a 102 analysis .   There is  a  12 

variety of  ways they' re different ,  but  one of  the core 13 

differences as  between them is  this  not ion of you are not  14 

comparing the ent i rety of  the claim any longer when you are 15 

t rying to f igure out  whether there is  t ransformation.   You are 16 

looking at  the delta.    17 

Now, we submit  that  you got  i t  r ight .   The 18 

Inst i tution Decision got  i t  r ight .   I t  indicated what  the 19 

abstract  idea was,  restr ict ing access  on two specific  things.  20 

JUDGE BISK:  What  about ,  the Distr ict  Court  had 21 

a different  definit ion of  abstract  idea.  22 

MR. RENNER:  Yes,  Your Honor.  23 

JUDGE BISK:  I  don ' t  think i t  used the words 24 

payment  val idat ion,  so does that  mean if  we went  with the 25 
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Distr ict  Court 's  abstract  idea,  now suddenly payment  1 

val idat ion is  something that  we look at  to  see i f  i t  2 

t ransforms?   3 

MR. RENNER:  Your Honor,  yes.   If ,  in  fact ,  you 4 

found that  the abstract  idea was not  consuming of that  5 

concept ,  then that  concept  would be avai lable for  Stage 2 of  6 

del iberations.   We don' t  bel ieve that  to  be the case.    7 

In fact ,  we 've heard from counsel  again and again 8 

in  the papers  that they bel ieve i t  is  the combinat ion of a 9 

couple of  things,  the rule and the content ,  i ronical ly,  that  10 

makes the invention come al ive.   You know, I 'm paraphrasing,  11 

of course.    12 

So here we have part  of  this  taken away, the rules  13 

themselves being used for  purposes of  access .   That 's  not  very 14 

interest ing at  al l .   That 's  part  of  an abstract ion.   In  fact ,  i t  is  15 

our posi t ion that  you don' t  s top there.    16 

I t  is  not  just  the rules .   I t  is  the content  i tself  as  17 

well .   The payment  data,  the payment  val idat ion data,  these 18 

four concepts  do come together,  yes,  but  they are ,  number 1,  19 

in the prior  art ,  and we' l l  talk about  that ,  and,  number 2,  they 20 

are abstract ions.    21 

This  is  put t ing data in  a place,  this isn ' t  very 22 

interest ing,  and,  moreover,  this  repl icates  what  has been done 23 

in commerce for  years  but  for  the fact  you are now putting i t  24 
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on a computer .   I t  is  important  --  and we wil l  talk about  DDR 1 

and Ultramercial ,  of  course --  i t  is  important  to  think about .  2 

JUDGE BISK:  I 'm sorry,  I  can ' t  get  past  this  3 

because I  feel  l ike you are making abstract  idea much more 4 

important  than i t  has  been in any of the other cases.    5 

For instance,  in  DDR I don' t  even think they 6 

set t led on what  the abstract  idea was.   They said i t  is  hard to 7 

f igure out ,  i t  might  be this ,  i t  might  be that ,  but  i t  doesn ' t  8 

matter .    9 

But  I  feel  l ike you are saying that  --  and I  read the 10 

cases to  say we need to f ind out ,  is  this  an abstract  idea,  but  11 

i t  is  not  so important  what  i t  is ,  but  you are saying that  i t  is  12 

incredibly important  to  what  i t  is?    13 

MR. RENNER:  That 's  correct .    14 

JUDGE BISK:  And i t  doesn ' t  seem l ike we had a 15 

lot  of  briefing on what  i t  was.   Why did the Distr ict  Court  16 

come up with a d ifferent  abstract  idea?  If  this  is  so 17 

important ,  I  feel  l ike we need more analysis  about  what  is  i t ,  18 

what  is  the abstract  idea.    19 

JUDGE ELLURU:  To fol low up on Judge Bisk 's  20 

question,  has this argument  been made in your briefing,  that  21 

i t  depends on the abstract  idea?   22 

MR. RENNER:  Your Honor,  there has not  been 23 

discussion of s tep 1 because i t  was not  contested whether or  24 

not  there was an abstract ion,  nor what  the abstraction was.  25 
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JUDGE ELLURU:  You didn ' t  argue what  the 1 

abstract ion was and how that  affected our analysis ,  correct?    2 

MR. RENNER:  Your Honor,  we presented an 3 

abstract  idea in our pet i t ion and then,  Your Honor,  we saw 4 

what  your decis ion was and we have applied i t  ever s ince.    5 

So we have t reated the terms that  go beyond this  6 

in  our analysis  of 101.  We bel ieve our briefing is  consis tent  7 

with that ,  Your Honor. 8 

JUDGE ELLURU:  And I  just  want  to  clari fy.   9 

Your posit ion is  that  you do agree with us  on what  the 10 

abstract  idea is  in  these chal lenged claims?   11 

MR. RENNER:  That 's  correct ,  Your Honor. 12 

JUDGE ELLURU:  And that  abstract  idea --  I  13 

don' t  know that  we've been explici t  in  our DIs as  to  what  that  14 

abstract  idea is  --  what  is  the abstract  idea in the chal lenged 15 

claims?   16 

MR. RENNER:  So,  Your Honor,  the abstract  idea 17 

is  the heart  of  the invention.   I t  is  restr ict ing access  to  s tored 18 

data based on supplier-defined access  rules .   Supplier-defined 19 

access  rules  are used to restr ict  access  to  data,  as  is  the 20 

val idat ion of payment .  21 

JUDGE BISK:  And this  is  the same for every 22 

s ingle claim?   23 
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MR. RENNER:  I t  was art iculated in each of the 1 

Inst i tution Decisions,  Your Honor.   We think that ,  and you 2 

wil l  see when we look at  the specif ics  also --  3 

JUDGE BISK:  I 'm not  comfortable,  though, 4 

relying on the Inst i tut ion Decision for  anything.   I t  i s  a  5 

prel iminary decis ion.   I t  is  not  evidence of anything and i t  is  6 

not  a  f inal  decis ion on anything.   I t  is  not  binding on 7 

anybody.  So I  would rather have something else  rather than 8 

something that  was wri t ten there.  9 

MR. RENNER:  Yes,  Your Honor.   Well ,  in  our 10 

pet i t ions we actual ly art iculated an abstract  idea.   I  would 11 

have to hold a briefing on that ,  please,  but  we wil l  get  that  in  12 

front  of  you, Your Honor.   We think i t  is  consistent  with the 13 

art iculation that  Your Honors made.  14 

The quest ion we have --  15 

JUDGE BISK:  For every claim, so every claim 16 

has the same exact  abstract  idea?   17 

MR. RENNER:  This  is  the point ,  so perhaps let 's  18 

go to s l ide 16,  I  bel ieve,  17 --  no, 16.   Your Honor wil l  see 19 

that  the claims,  there were four l imitat ions that  were at  issue 20 

in our proceeding.   There were four different  l imitat ions that  21 

were brought  forward by the Patent  Owner as  just ifying 101 22 

el igibi l i ty.    23 
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In s l ide 16 through 18 we address each of the four 1 

elements  that  were brought  forward.   There  were  also,  you 2 

know, more sweeping s tatements  that  these weren ' t  l imit ing.    3 

And, Your Honor,  to  your earl ier  quest ion,  before 4 

I  move forward with this ,  in  the declarat ion at  126 and also in 5 

our pet i t ion at  page 23 we described enabling l imited use for  6 

paid for  and/or l icensed content  as the abstract  idea that  we 7 

had set  forth. 8 

JUDGE BISK:  Okay.  So those don' t  use the 9 

words user-defined access  rules  or val idation of payment?    10 

MR. RENNER:  That 's  correct ,  Your Honor. 11 

JUDGE BISK:  So now, according to what  you 12 

said earl ier ,  those things we look at  to  see i f  they t ransform 13 

the claim?   14 

MR. RENNER:  I f  you were  to go back to the 15 

abstract  idea that we had art iculated,  that  would be correct ,  16 

Your Honor.    17 

JUDGE BISK:  Okay.  18 

MR. RENNER:  We stand before you bel ieving 19 

that  Your Honors have done a bet ter  job than we did in the 20 

pet i t ioning process ,  and accept ing of the abstract  idea that  21 

was art iculated in the Insti tut ion Decisions,  but  you seem to 22 

grasp al l  those concepts  as  we understand them.   23 
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Now, i f  you look at  s l ide 16,  again,  the '221 1 

patent ,  we see,  f i rs t ,  we see that  the focus was made on just  a  2 

few features  that  we've highl ighted here.    3 

We're highl ight ing these because we wanted to 4 

compare them to what  we bel ieved to be the accurate 5 

abstract ion f i rst ,  and then look at  them to see whether they 6 

are further abstract ,  and then look at  them to see whether 7 

maybe they are  t ransformed of themselves.    8 

Together i t  is  our opinion that  these l imitat ions 9 

are nothing more than receiving,  in response to val idat ion,  10 

content  and access  rules .   That 's  what  the l imitat ions say 11 

there on the s lide.    12 

Let 's  break that  down.  In these funct ions we see 13 

nothing of substance real ly more  than what  the Board has 14 

already declared,  we bel ieve properly,  as  abstract .   And yet  15 

you were asked in Step 2 to ident ify addi t ional  elements  as  16 

per Alice.   There being none,  we bel ieve that  there can be no 17 

t ransformation.    18 

And to be clear ,  the elements  involve payment  19 

val idat ion.   This  is  a  concept  that  was clearly recognized as  20 

abstract  and,  of  course,  endorsed by Your Honors in the 21 

Inst i tution Decision.  22 

JUDGE BISK:  I  have a question.   So Patent  23 

Owner in  other circumstances has said that  what  brings this  24 

subject  matter  into patentable terr i tory is  that  the user  25 
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rules  --  use rules , use s tatus  data and content  data are al l  in  1 

one device.    2 

What  is  your response to that?    3 

MR. RENNER:  Our response is  several  fold.   4 

Number 1,  we are  talking about  data,  just  s imply the s torage 5 

of  data.   Where i t  is  s tored we bel ieve isn ' t  going to 6 

t ransform something that  is  non --  that  is  non-abstract ,  7 

abstract  from being non-abstract .   So I  think the s torage of  8 

data i tself  is  not  a  sufficient  basis by which you would make 9 

a patent  el igibil i ty decis ion,  number 1.    10 

Number 2,  the labels  that  are applied to those data 11 

don' t  change the answer to  number  1.    12 

And, number 3,  we see that  even i f  you were  to 13 

move through abstract ion and go to Step 2 of  the Mayo 14 

analysis ,  that  prior  art  exis ts  that  meets  exact ly that  s tated 15 

s torage,  and for  the purposes that  are s tated no less.    16 

In fact ,  the Ginter  reference,  as  you know, in this  17 

proceeding is  pending and the Ginter  reference we bel ieve 18 

puts  all  four elements  in  the same place,  that  is ,  on the user 's  19 

carrier .    20 

JUDGE BISK:  But  Ginter  isn ' t  --  we're not  going 21 

forward on al l  the claims.  22 

MR. RENNER:  Correct .  23 

JUDGE BISK:  All  r ight .   So does that  mean only 24 

some of the claims?   25 
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MR. RENNER:  Your Honor,  the claims that  are 1 

not  subject  to  Ginter  --  well ,  the c laims that  are subject  to  2 

Ginter  include the l imitat ions we are talking about .   They 3 

include the s torage.   They include a combinat ion of elements .   4 

They include the content ,  the payment ,  payment  val idation 5 

data.   Okay.   6 

They include al l  of  these concepts on the s torage.   7 

And so Ginter  has been applied against  claims.   Ginter  also 8 

we know, and maybe we wil l  just  go ahead there and see i t ,  9 

f igure 8 of  Ginter.   Tom, please move us to  sl ide 27.    10 

We can see Ginter  when i t  del ivers,  in  response to 11 

a request ,  i t  del ivers  a container,  and the container includes 12 

not  only the content  but  use access  rules .    13 

And Ginter  tel ls  us  at  column 65, at  the end of 14 

this  column, tel ls  us  that  that  is  del ivered to the user .   The 15 

user in  Ginter ,  of  course,  is  carrying a data carrier  cal led 16 

PEA, Personal  Electronic Appliance.  17 

JUDGE BISK:  So because i t  is  in  Ginter  that  18 

means that  i t ' s  conventional?   Is  that  the same?   19 

MR. RENNER:  Because i t 's  in  Ginter ,  we bel ieve 20 

that  means i t 's  not  t ransformational .   21 

JUDGE BISK:  Not  t ransformational .  22 

MR. RENNER:  The court  has left  us  in  a bi t  of  a  23 

pickle in  terms of what  some of  these terms mean,  I  wil l  grant  24 
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you,  but  what  we bel ieve is ,  i f  something is  in  the prior  art ,  1 

that  i t  can ' t  be t ransformational .    2 

Whether i t  can --  whether there can be a 3 

dis tinction that  is  drawn out  of  some non-substant ive issue or  4 

not  between a part icular  piece of  prior  art ,  there can be no 5 

question that  this concept ,  the concept  that  the patentee is  6 

s tanding on,  that  you bring together these types of  p ieces of  7 

information onto a user-held media ,  that  concept ,  that 's  in  8 

Ginter .    9 

And if  i t  is  in  Ginter  --  and we've talked about  10 

other non-prior  art ,  you know, pending uses of  this , as  you've 11 

heard before,  but i f  i t  is  in  Ginter ,  the reference that  is  12 

actual ly on record and we're talking about  today,  then i t  can ' t  13 

be t ransformational .   That 's  our posi t ion. 14 

JUDGE ELLURU:  But  is  i t  your posi t ion that  i t  is  15 

different  from an obviousness analysis?    16 

MR. RENNER:  Our posi t ion is  i t  goes beyond an 17 

obviousness analysis .   We know from the Flook case,  Your 18 

Honor,  Parker v.  Flook, that  there is  an assumption that  a  19 

patent  is  actual ly val id even that  i t ' s  beyond the prior  art  20 

before there is  even a 101 analysis .    21 

If  that 's  the case,  i t  has  to  be that  101 goes beyond 22 

102 or 103.  And that  would make sense.   You don' t  want  to  23 

col lapse those completely.    24 
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I  mean, our posi t ion in ful l  on this,  Your Honor,  1 

to  make a ful ler  picture of  this ,  is  you f i rs t  s tart  out  with an 2 

abstract  idea.   You carve away what  that  is .   You are left  with 3 

what  you are left  with.   You compare this  to  the state of  the 4 

art  to  determine whether there are t ransformational  5 

differences.    6 

Now, that 's  just  ent i rely different  than a 102 or 7 

103 analysis .   I t  might  be that  the comparison looks s imilar  8 

between that  which was left  and the s tate of  the art .   There 9 

might  be some similari t ies  in  that .   But  even the corpus of  10 

what  is  being compared differs .    11 

And here you see this  f igure from Ginter ,  f igure 12 

5B.  I t  shows us,  as  labeled at  B, that  the content  -- this  is  on 13 

s l ide 27,  again --  that  this  is  a  container that  is  del ivered by 14 

Ginter  to  the user in  response to a request .   Not  only a 15 

request ,  but  in  response to payment  val idat ion that  occurs .    16 

And this  container has in  i t  the content  which is  17 

referenced at  B, shown here in  the small  dashed box, and i t  18 

also has below that  three different  types of  access  rules .   So 19 

access  rules ,  there is  no quest ion in Ginter ,  make their  way 20 

al l  of  the way to the user  device,  the same user device from 21 

which payment  data was read and given to a clearinghouse by 22 

Ginter ,  and the same device that  received back from that  23 

clearinghouse an object  that  included the val idat ion.   24 
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Now, this  al l  makes sense,  and I  know we're  1 

moving now to our 102 argument ,  this  makes sense in terms 2 

of  prepayment ,  th is  is  what  Ginter  is  describing for  us ,  3 

because in a prepayment  scenario,  of  course,  when you submit  4 

payment  you have to get  something back.   In  an electronic 5 

world that  would be some kind of electronic object .    6 

That  payment  is  val idated by a clearinghouse and 7 

i t  is  given back by way of an object ,  the object  that  the user  8 

is  able then,  because of  the prepayment  scenario,  to  be used 9 

by that  user  to  actual ly col lect  on what  he prepaid.    10 

How does the user  do that?   They submit  i t  to  the 11 

content  supplier .   This  is  what  Ginter  is  tel l ing us.    12 

So we are  s t i l l  on the 101 analysis .   I  want  to  not  13 

get  too deep into what  Ginter  is  tell ing us,  but  I  want  to  make 14 

sure that  Your Honors are comfortable with the not ion that  15 

what  we have here is  the s tated big deal ,  the s tated 16 

t ransformational  i tem, i f  i t  is  there.   The s tated driver for  this  17 

patent  is  the col lect ion-specif ic  pieces of  data at  the user  18 

device.   And those exist  in  Ginter .    19 

In the same way in the declarat ion, we have our 20 

expert ,  Dr.  Bloom, having test i f ied to more of  a  real  world 21 

prior  to  or  alongside an Internet  appl ication.   He used Toys 22 

"R" Us as  an example that  s t ruck him.   23 

And he said in a Toys "R" Us s tore you might  24 

want  to  rent  something --  you might  want  to  buy something or 25 
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rent  something,  a  Moon Bounce for  the day.   You go to the 1 

regis ter .   What  do you do?  You submit  a  payment .   You ask 2 

for  the device.   They don' t  have i t  at  the regis ter ,  don ' t  have 3 

i t  r ight  there.    4 

In goes the payment .   I t  is  val idated,  comes back 5 

and you get  a  receipt .   You take your receipt  over to  the 6 

customer service or  some other part  of  the faci l i ty,  but  the 7 

receipt  is  tel l ing you you've got  a  Moon Bounce,  you've got ,  8 

you know, authorizat ion.   You've got  ident ificat ion of what  i t  9 

is .   And the l imitat ions,  the access rules  are r ight  there as  10 

well .    11 

The user is  holding this  in  his  hand, his  hand plus 12 

this  t icket .   He has got  what  the goods are.   This  is  not  13 

Internet .   I t  is  not  computerizat ion yet .   You walk that  over 14 

and you hand that  to  someone.   You now convey to the 15 

supplier  what  you have,  your authorizat ion,  the ident if ication,  16 

the access  rule.    17 

They take i t  and they give you back your Moon 18 

Bounce.   So now you've got  conveyed you're holding the i tem 19 

that  you had val idated payment  for .    20 

Now, that 's  almost  a  s i l ly example  you might  21 

think,  but  i t  i l lustrates  the point  that  before computerizat ion,  22 

before Internet ,  this  is  how the world works.   Natural ly when 23 

you add computers ,  of  course you are going to,  instead of 24 
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giving him a t icket ,  you 're going to give him a  dongle.   1 

You're going to give him some kind of electronic device.    2 

That 's  al l  we're talking about  here.   The same 3 

t ransact ion occurs  otherwise.   The subject  of  the t ransact ion,  4 

now i t 's  a  piece of  data as  opposed to a Moon Bounce.   These 5 

are not  t ransformational  events .   This  is  computerizat ion of 6 

that  which was once done manually.   This  is  what  7 

Ultramercial  tel ls  us  not  to  give patents  on,  Your Honors.  8 

JUDGE BISK:  Although, piracy,  we don' t  have 9 

the piracy problem with the Moon Bounce. 10 

MR. RENNER:  Pardon me?   11 

JUDGE BISK:  We don' t  have a piracy problem 12 

with the Moon Bounce. 13 

MR. RENNER:  No, Your Honor.    14 

JUDGE BISK:  So real ly the problem that  i t  is  15 

t rying to solve doesn ' t  real ly go beyond data.   I 'm having a 16 

hard t ime making these,  you know, non-data analogies  17 

because everybody agrees that  this patent ,  I  bel ieve 18 

everybody agrees  that  this  patent  was to make i t  harder to  19 

pirate data. 20 

MR. RENNER:  Sure.   If  I  may,  Your Honor.  21 

JUDGE BISK:  Yes.  22 

MR. RENNER:  I  agree.   Certainly the Toys "R" 23 

Us is  not  a  data piracy issue.   I t  is  provided to give you a  24 

sense of  how pedestr ian the activit ies  that  are claimed are.    25 
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Now, the claim is  what  matters  here.   Go back,  1 

please,  to  s l ide 10 wil l  do the t r ick.   The claims are what  2 

matter .   And when we think about  the claims themselves,  they 3 

don' t  claim an issue of  data piracy.   They claim that  the data 4 

is  s tored in a specif ic  place.   Right?   And the claimed subject  5 

matter  then doesn' t  go past  this .    6 

So you have data access  terminals  with data 7 

carriers  and interfaces.   They are s toring the data,  but  there is  8 

nothing in this  claim,  not  claim 1,  not  claim 2,  not  11,  not  32,  9 

and not  in  the other patents  ei ther ,  that  is  l imit ing this  10 

invention to data piracy.    11 

I  understand your concern.   I  have the same 12 

concern.   This  kind of takes i t  over to  the preemption.   The 13 

claim here goes well  beyond the basis  for  which novel ty is  14 

said to exis t .    15 

And I  can appreciate the s t ruggle that  that  creates ,  16 

but  that 's  a  s t ruggle that  is  born of  claim draft ing.   I t  is  a  17 

s truggle born of over-claiming, Your Honor.   And i t  is  a  18 

s truggle that  we can see bear out  r ight  here before us .    19 

Now, again,  we have Ginter ,  please be reminded, 20 

Toys "R" Us aside,  we have Ginter .   And Ginter  is  al l  about  21 

access  r ights .   I t  is  al l  about  exactly the same thing,  which is  22 

why we brought  that  to  bear as  a prior  art  reference,  in  23 

addition to looking upon i t  as  something that  helps us  24 
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understand that  these features  themselves is  not  going past  1 

what  would be ordinary.    2 

If  I  may,  I  would l ike to go to s l ide 16.   Your 3 

Honor,  I 've skipped some sl ides that  relate to  the idea that  the 4 

computer  elements  themselves,  they are  not  novel .   And there 5 

is  real ly no debate over that  on the record.   They are cal led 6 

out  as  conventional  in  the record.    7 

And so we've moved past  those.   We've moved 8 

past  the idea that the general  notion of funct ion here is  of  9 

interest .   Again,  those same computer  elements  were  said to  10 

be used in a conventional  manner.   So the general  ideas of  11 

funct ion are not  interesting ei ther .    12 

And we're real ly direct ing your at tent ion --  and,  13 

again,  16 through 18 --  at  the features  that  were argued by 14 

Patent  Owner to  be the ones that  wil l  carry the day or not  on 15 

101.   16 

Now, you've seen this  element .   This  is  from claim 17 

32.   And this  does speak certainly to the idea that  a  data 18 

carrier ,  having the rule loaded onto the data carrier ,  af ter  19 

val idat ion data was made for  payment  data.   No quest ion on 20 

those two i tems.   21 

We bel ieve that  the Board had,  as  we mentioned, 22 

art iculated properly abstract ions,  the abstract  idea.   And as  23 

such we bel ieve this  claim real ly doesn ' t  go any further than a 24 

proper art iculat ion of  the abstract  idea.    25 
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And, Your Honor,  to  the extent  there is  any 1 

difference between this  claim and the abstract  idea,  ei ther  2 

that  we presented in our pet i t ion or  that  Your Honors may 3 

embrace otherwise,  we bel ieve those aren ' t  anything beyond 4 

abstract .    5 

We're talking about  s toring data.   We're label ing 6 

the data but  we're s toring the data.   And the not ions of  data 7 

piracy,  they are  just  not  here in  the claim.   There is  nothing 8 

in the claim that  says that  you do things that  will  actual ly 9 

s top data piracy.   They simply are  s toring some data in  a 10 

place.    11 

They don' t  even talk about  the nexus between the 12 

rule as  a governing rule and the data but ,  one or  the other,  13 

they don' t  have these kinds of  detai ls .   And we have 14 

undisputed test imony from Dr.  Bloom that  is  referenced here 15 

that  the subject  matter  of  32,  i t  covers  a l imited use of  paid 16 

for/ l icensed content ,  and i t  fai ls  to  meaningful ly l imit  that  17 

coverage.    18 

Final ly,  as  to  these features  of  claim 21, these are,  19 

as  we earl ier  art iculated,  these are met  in  the prior  art .   They 20 

are met  in  the Ginter  reference.    21 

And other than computerizat ion,  we bel ieve they 22 

are met  by examples that  are numerous,  of  Toys "R" Us,  you 23 

know, going to a movie theater ,  punching a t icket ,  where the 24 

movie theater  i tself  is  the place,  is  the medium i tself  where 25 
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the movie exis ts  or  i t  resides.   Blockbuster .   There i s  a  1 

variety of  examples you could go to.    2 

Now, i f  we could move to s l ide 17,  and in s l ide 17 3 

we see from the '458 a feature that was at  issue.   Here at  the 4 

wherein,  the user  rules  permit  part ial  use.   So other than the 5 

part ial  use,  there is  real ly nothing added by this  l imitat ion.    6 

We are t roubled by the not ion that you would 7 

move from patent  inel igibil i ty to  patent  el igibi l i ty based on 8 

part ial  use data,  that  i t  be part  or  whole.   This  is  going to be 9 

--  is  this  what  we are made of in  terms of our el igibil i ty?   We 10 

don' t  bel ieve so.    11 

Again,  we think that  even to the extent  this  goes 12 

beyond the art iculated or  proper abstraction that  is  appl ied to 13 

the claims general ly,  we think this also is  abstract ,  the notion 14 

of having part ial  use or  non-part ial  use data.   Moreover,  this ,  15 

again,  does not  devoid the prior  art .    16 

Next  s l ide,  please.   The '598 patent  is  even worse.   17 

The l imitat ion that  was pointed out  in  the '598 patent  is  code 18 

to provide payment  data to  a payment  val idat ion system.   19 

Again,  not  only i s  this  well  apart  of  al l  of  the prior art  we' re 20 

talking about ,  the not ion that  this  extends beyond any 21 

art iculation of  abstract  idea is  diff icul t .    22 

We think that  i t  is  well  al igned with the abstract  23 

idea that  Your Honors found.  And we think that ,  to  the 24 

extent  you are considering this  claim alone in your 25 
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abstract ions,  you would have to engulf  this  claim,  that  you 1 

are going to provide payment  data to  a payment  val idat ion 2 

system.   3 

JUDGE ELLURU:  Counsel ,  you 've used up about  4 

30 minutes  of  your t ime.  I  want  to  clari fy as  to  whether 5 

Apple is  going to also make argument  on direct ,  because they 6 

wil l  not  have an opportuni ty to  make rebuttal  unless  they also 7 

make the argument  on direct .   8 

MR. RENNER:  Pardon me.  Because? 9 

JUDGE ELLURU:  Apple wil l  not  be able to  make 10 

an argument  in  rebut tal  unless  i t  also makes an argument  in  11 

direct ,  and you had saved f ive minutes ,  and I  just  want  to  12 

make sure that  you are aware  of  that .    13 

MR. RENNER:  We had planned on them making 14 

their  s tatements  in  rebut tal ,  Your Honor.    15 

JUDGE ELLURU:  But  there would be no rebuttal .  16 

MR. RENNER:  I  understand your point .   Your 17 

Honor,  I  wil l  cont inue and then i f  --  pardon me one moment ,  18 

please.    19 

Your Honor,  before I  s tep down, we're going to 20 

have Apple make a few comments  as  we had planned.  We 21 

wil l  just  pul l  i t  up in the direct  as  opposed to in  the rebut tal .  22 

JUDGE ELLURU:  Thank you.  23 

MR. CASEY:  Your Honor,  can I  ask for  24 

clari f icat ion as  to  what  proceeding they are going to speak 25 
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on?  My understanding of the order is  that  Samsung was to 1 

present  the arguments  on behalf  of  i tself  and the 2 

Co-Pet i t ioners . 3 

JUDGE ELLURU:  We are going to give Apple an 4 

opportuni ty to ,  for  a  few minutes ,  to  make argument  on direct  5 

i f  i t  so chooses.    6 

Samsung also has the choice to argue on behalf  of  7 

Apple i f  i t  so chooses.   However,  there wil l  be no rebuttal  on 8 

the part  of  Apple unless  i t  was also made in direct .    9 

MR. RENNER:  Thank you, Your Honor,  for  10 

clari fying.   So as  we move through, let 's  please go to s l ide 11 

19,  and just  to  make a note that ,  when we're t rying to make a  12 

comparison between DDR --  which has been,  of  course,  at  13 

everyone's  mind --  and the claims that  are at  issue here,  we 14 

see that  this  does not ,  in  our opinion,  speak to a computer  15 

problem, a problem with the computer  age.    16 

The claims here are speaking to an age old 17 

problem, piracy.   They are,  of  course,  addressing the solution 18 

--  a  solut ion to that  problem that  has been presented for  a  19 

computerized world,  but  i t  is  st i l l  the same old problem of 20 

piracy,  imported in today's  world.    21 

As opposed,  I  wil l  grant  you, to  the DDR case,  22 

where the problems being addressed there are with respect  to  23 

the del ivery of  web pages.   There is  no analogue outside of  24 

the Internet  age for  DDR's  technology.    25 
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And to your point  earl ier ,  Judge Bisk,  the court  1 

had a diff icult  t ime even f inding an abstract ion that  would 2 

apply to DDR.  We think this  also dis tinguishes DDR from 3 

the current  case.    4 

JUDGE BISK:  Well ,  here we have at  least  three 5 

abstract ions that  have come up.   We have your ini t ial  6 

proposed abstraction,  we have the one that  we used in the 7 

Decision to Inst i tute,  and we have the Distr ict  Court 's .    8 

MR. RENNER:  And, Your Honor,  I  would submit  9 

to  you if  you asked 100 people for whether they could 10 

art iculate an abstract ion on almost any topic,  you would 11 

probably have around 99 different answers.  12 

JUDGE BISK:  Right ,  which is  what  makes me so 13 

nervous about  making i t  so important  to  the second step. 14 

MR. RENNER:  Which is  f ine.   We say i t  is  more  15 

of a  conceptuali ty.   We have the Patent  Owner themselves 16 

tel l ing us that  these various pieces of  data,  and in part icular  17 

they are focused on the content  and the rule together,  this  is  18 

what  they are tel l ing you is  important  why they get  to  the 19 

piracy solut ion.    20 

And we think,  Your Honor,  the abstract ion should 21 

be related to that point .   But  I  understand your concern,  Your 22 

Honor.   I  would just  ident ify to  you that  in  DDR i t  was an 23 

invention that  was real ly not  well  sui ted for  an abstract ion 24 
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analysis ,  which led you into the step to,  and almost  forecast ,  1 

the fai lure that  was going to happen in DDR.   2 

Now, compare that  to  the present  case and also to 3 

the Ultramercial  case,  where a  broader abstract ion was able to  4 

be art iculated in the Ultramercial  case because the case was 5 

qui te clearly abstract  and that  al lowed us to  do a comparison 6 

of  that  which is  remaining --  and in Ultramercial  there was a  7 

lot  remaining --  element-by-element ,  to  see whether or  not  8 

there was something that  t ransformed.   9 

Let 's  go to the next  s l ide,  please,  number 20.   10 

When we look at  the DDR element ,  I  think i t  is  important  11 

with this  in  mind to focus on what is  being claimed there,  12 

automatical ly generat ing and t ransmit t ing to the web browser 13 

a second web page.    14 

I t  is  t rue that  you could focus on using the data or  15 

automatical ly generate.   I t  is  the ent i rety of  that  l imitat ion 16 

that  when you read the decis ion came through and gave pause.   17 

And when you look comparat ively to the l imitat ions that  were 18 

mapped up against  --  not  by us,  this  is  by the Patent  Owner  in  19 

their  response --  you see very generic art iculat ions of  that  20 

which is  being put  before you.  I t  i s  al l  code to,  i t  is  retr ieve 21 

data,  wri te  the re tr ieve data,  receive at  least  one access  rule,  22 

and wri te that  access  rule.    23 

There is  no generat ion of things.   You are not  24 

creat ing a web page.   You are  not  generat ing content .   Not  25 
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that  that  is  a  prerequisi te ,  but  you can see the difference 1 

between these elements ,  i t  seems to us .    2 

Next  s l ide,  please.   So unl ike the claims in DDR 3 

that  were rooted in computer  technology in order to  overcome 4 

a problem specif ical ly aris ing,  i t  says,  in  the realm of 5 

computer  networks,  the Smartf lash claims are in  substance 6 

directed to nothing more than the performance of an age old 7 

abstract  business  pract ice.   8 

Now, before we get  too deep,  let 's  go to s l ide 23.   9 

I  do want  to  touch on Ginter .   We think the record is  qui te 10 

good on Ginter .   We're happy to discuss i t  and certainly 11 

entertain quest ions,  but  I  did want to  point  out  that  claims 2 12 

and 11 are met  by Ginter .   I  want  to  make sure before we 13 

break that  we give you a sense of  this .    14 

So i f  you go to s l ide 25,  please,  what  you wil l  15 

f ind is  that  the arguments  relat ing to Ginter  don' t  relate to  the 16 

preamble,  to  the l imitat ions 1,  and 1(a) ,  1(b),  1(c) ,  1(d),  1(e) ,  17 

or  claim 11.  18 

Rather,  you see that  the Patent  Owner focused on 19 

just  three l imitat ions,  1(f) ,  1(g) and claim 2,  with 1(f)  20 

relat ing to code to receive payment  val idat ion data,  1(g) 21 

relat ing to code responsive to payment  val idat ion data.   I t  is  22 

going to read and then wri te the data that  you get .   And claim 23 

2 being about  t ransmit t ing the payment  val idat ion data.   24 
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Next  s l ide,  and the s l ide after .   Earl ier  we showed 1 

you --  this  is  s l ide 27 --  that  Ginter  is  about  delivering the 2 

content  of  the container,  that  i t  includes both the content  and 3 

the access  rule together.   Ginter  is  clearly a  solution to data 4 

piracy.    5 

Next  s l ide.   We can see operat ional ly that  Ginter  6 

uses a terminal ,  an access  terminal  --  i t ' s  cal led out  as  7 

electronic appl iance 600 --  for  pull ing payment  data from 8 

within the memory cards that  are docked therein.   These are 9 

the memory cards the user  has.   We talked about  this .   They 10 

are cal led PEAs.    11 

I t  is  going to negotiate the val idation of the same 12 

with the clearinghouse.   The clear inghouse is  some device 13 

that 's  able to  val idate,  or  not ,  data that  comes in,  that  is ,  14 

payment  data,  and is  responsible for  retr ieving content  from 15 

data suppliers .    16 

And that  would be the external  object  reposi tory 17 

or the VDE server is  discussed in Ginter ,  and wri t ing this  18 

back to memory cards.    19 

So Ginter  describes the VDE server and i ts  20 

interact ions with the terminal  to  receive requests  or  payment  21 

val idat ion data along with the requests  in  the event  of  a  22 

prepayment .   23 

Next  s l ide,  please,  29.   When you see this  PEA, 24 

what  is  a  PEA?  I t  is  a  device that  the user  has.   I t  has  got  an 25 
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SPU on i t ,  i t  has  got  a  CPU on i t ,  and i t  has  got  a  memory on 1 

i t .   The operat ions of  Ginter  describe in prepayment ,  for  2 

instance,  that  you draw the payment  data,  as  earl ier  3 

described,  off  of  the PEA.   4 

You send this  up to a clearinghouse and you return 5 

to that  clearinghouse a val idation.   In  a prepayment  s i tuat ion 6 

that  goes to  the user .   In  a  prepayment  s i tuat ion,  the user  has 7 

to  submit  something to the data supplier  to  get  the data.   So,  8 

again,  the payment  goes up and the supplier  gives back the 9 

data.  10 

JUDGE ELLURU:  Counsel ,  I  just  want  to  note,  11 

I 'm sorry to interrupt  your presentat ion,  that  you have used up 12 

40 minutes  of  your presentation t ime.  13 

MR. RENNER:  Thank you, Your Honor.   Just  a  14 

moment  longer.    15 

So I  would l ike to ci te  to  you column 230:20 to 24 16 

--  to  42,  where Ginter  explains the PEA may have the form 17 

factor of  a  smart  card that  can be inserted into another 18 

electronic device;  229:17 to 28,  where the PEA includes a 19 

means for  s toring information in bulk,  clearly not  just  20 

payment  val idat ion;  289:67 to 292, and 161:42 through 162:6,  21 

which described a container being sent  to  the end user and the 22 

opt ion to being sent  to  the SPU, respect ively.   23 

So, Your Honor,  in  the briefing we've mapped 24 

each of the Ginter  claim elements ,  1(f) ,  1(g) and claim 2.    25 
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I  think I  wil l  yield the rest  of  my t ime,  however,  1 

and reserve for  rebut tal ,  af ter  having Apple counsel say a  few 2 

words,  unless  there are quest ions that  you have before I  s i t  3 

down. 4 

JUDGE ELLURU:  None from me.  5 

MR. RENNER:  Excel lent .   Thank you.  6 

JUDGE ELLURU:  Thank you.  7 

MR. BAUGHMAN:  Your Honors,  being respectful  8 

of  the Samsung Pet i t ioner 's  t ime,  I 'm going to be very brief  9 

and raise just  three quick notes  for  the Board.    10 

Firs t ,  I  want  to  point  out  that  the Inst i tution 11 

Decisions here invi ted Patent  Owner to  provide a record on 12 

the second prong of Mayo.   13 

If  you take a look at  the Inst i tution Decision,  14 

Paper 9,  in  CBM --   15 

JUDGE ELLURU:  Can you just  be clear  about  16 

what  claims you are discussing?   17 

MR. BAUGHMAN:  Yes,  Your Honor.   This  is  the 18 

'221 patent ,  CBM2014-00194. 19 

JUDGE ELLURU:  And I  do want  to  make note 20 

before you go any further that  you are estopped from arguing 21 

the respect ive claims 2 and 11.  22 

MR. BAUGHMAN:  Understood, Your Honor.   I  23 

think only 32 for  the '221 patent .   And I  bel ieve this  is  a  24 

general  s tatement  about  the record, on page 15,  where the 25 
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Board says:   On this  record Patent  Owner has not  shown that  1 

al l  other  potent ial ly technical  addit ions to  the claims add 2 

anything other than what  is  purely conventional ,  and the 3 

l inkage of exist ing hardware devices to  exist ing payment  4 

val idat ion processes also appears  to  be well  known, 5 

understood, rout ine and conventional .    6 

And we have no evidence from Patent  Owner to  7 

at tempt to  change the evident iary record that  the Board laid 8 

out  in  i ts  Inst i tution Decision.   This  was an invi tat ion that  9 

was ignored.    10 

The second point I  want  to  note very quickly is  11 

that  Patent  Owner has fai led to show that  the functions,  12 

technology or  their  combinat ion were anything other than 13 

rout ine and conventional  in  the record.    14 

The patent  says,  for  example,  the detai ls  of  the 15 

s torage memory that  we've heard about  so far  this  morning 16 

were unimportant,  they didn ' t  matter ,  and in the '598 patent ,  17 

for  example,  and that 's  at  column 12,  l ines 29 to 32,  we have 18 

Dr.  Bloom test i fying about  the conventional-ness  of the 19 

material  beyond the abstract  idea.    20 

And there is  no override here.   If  you look at  21 

paragraph 128, for  example,  i t  talks  about  mimicking the 22 

physical  world.    23 

And in the Patent Owner 's  response,  that 's  again in 24 

the '221 matter ,  Paper 7 at  8 ,  the Patent  Owner says  that  for  25 
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claim 32, Your Honor,  i t  omits  the specif ics  on how payment  1 

is  made.    2 

And, f inal ly,  the last  point  I  wanted to just  raise 3 

is  that  the inquiry we're looking at  here --  and,  Tom, i f  i t  is  4 

possible to  show sl ide 6 --  under the Alice case,  the quotation 5 

here that  what  --  the something more you are looking for  is  an 6 

"inventive concept ."   And, respectful ly,  under any 7 

art iculation of  the abstract  idea here,  you won' t  f ind i t  in  8 

these claims.    9 

Thank you, Your Honors.    10 

MR. CASEY:  Good afternoon, Your Honors.   So,  11 

Judge Bisk,  you s tarted us with a discussion of how do we 12 

know what  the abstract  idea is .   And you are qui te r ight ,  that  13 

the abstract  idea keeps changing.    14 

Apple tel ls  you i t 's  one thing.   The Distr ict  Court  15 

tel ls  you i t 's  something else.   You have decided i t  is  a  third 16 

thing,  and Samsung said i t  was something,  a  fourth.  17 

JUDGE BISK:  And I  don' t  think you have given 18 

us your proposal .   Is  that  r ight?   I  just  want  to  make sure I 'm 19 

not  missing anything.   You have not  proposed an abstract  20 

idea?   21 

MR. CASEY:  Your Honor,  the problem is  that  22 

there real ly isn ' t  an abstract  idea.   This  is  a  s t ructure.   These 23 

are s t ructure claims when i t  is  a  data access  terminal .  24 
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JUDGE BISK:  But  you didn ' t  --  is  this  in  your 1 

briefs?   I  don ' t  think you argued anything about  abstract  idea 2 

in  your briefs .    3 

MR. CASEY:  We did not ,  Your Honor,  we did 4 

not .  5 

JUDGE BISK:  Okay.  6 

MR. CASEY:  Because the remaining s teps answer 7 

this .   But  Your Honor has provided Pet i t ioner the opportuni ty 8 

to  discuss what  the abstract  idea should be,  and I  feel  i t  9 

would be appropriate to  al low Patent  Owner the same chance 10 

to make sure the record is  clear .    11 

The --  may I ,  Your Honor?    12 

JUDGE BISK:  Right ,  and your answer is  that  13 

there is  no abstract  idea?   14 

MR. CASEY:  There is  no abstract idea,  Your 15 

Honor.   Your Honor,  they could have --   16 

MR. RENNER:  Sorry,  Your Honor.   My 17 

apologies .   We would object  as  we bel ieve this  is  a  new 18 

argument .   Your Honor,  we would bel ieve i t  inappropriate for  19 

counsel  to  speak of the abstract  idea,  i ts  exis tence,  or  i ts  20 

art iculation,  al though we, of  course,  you know, understand 21 

Your Honor.    22 

JUDGE ELLURU:  Thank you, counsel .   We note 23 

your object ion and the Panel  wil l  decide whether i t  is  new 24 

argument  or  not .  25 



Case Nos. CBM2014-00192, CBM2015-00016 (Patent Number 8,033,458); 
CBM2014-00193, CBM2015-00017 (Patent Number 8,061,598); 
CBM2014-00194, CBM2014-00199, CBM2015-00015 (Patent Number 
8,118,221); and CBM2015-00018, (Patent Number 7,942,317) 
 

 136 

MR. CASEY:  So,  Your Honor,  the abstract  idea,  1 

to  answer your quest ion before,  could have just  been a system 2 

or i t  could be a restr ict ing access  to  s tored data based on 3 

supplier-defined access  rules  and payment  data,  as  we 4 

mentioned in the Inst i tution Decision,  or ,  for  claim 32, i t  5 

could be a data access  terminal  for  retr ieving data from a  data 6 

supplier  and providing the retr ieved data to  a data carrier ,  the 7 

terminal  compris ing each and every s ingle element  of  the 8 

claim.   9 

That  would make i t  easier .   Right?  Under 10 

Pet i t ioner 's  rules , or  Pet i t ioner 's  proposal ,  you would then be 11 

able to  ignore everything that  wasn ' t  in  the abstract idea and 12 

say,  i f  there is  nothing left ,  then i t  is  not  patentable.   But  you 13 

can ' t  s imply say we get  to  wave our hands and say what  is  14 

patentable.    15 

One important  issue to note,  Your Honor,  is  16 

Pet i t ioner has changed i ts  posi t ion on what  the abstract  idea 17 

is  between when they f i led the pet i t ion and when they f i led 18 

their  reply,  which means Dr .  Bloom's  test imony about  19 

whether or  not  the abstract  idea is  known is  i rrelevant  to  the 20 

abstract  idea that you proposed or that  they are now 21 

proposing in their  reply.    22 

Dr.  Bloom said that  the abstract  idea was 23 

control l ing access  to  data --  sorry,  i t  was enabl ing l imited use 24 
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of paid for/ l icensed content .   So under that  defini t ion,  there 1 

is  a  lot  more elements  that  you have to look at .   Right?    2 

There is  no s tructure that 's  described there.   So 3 

every piece of  s t ructure that  Peti t ioner now wants  to  ignore 4 

actual ly is  not  part  of  the abstract  idea.   5 

The abstract  idea doesn ' t  say anything about  6 

s t ructure.   So i t  is  discussion about  claim 32 and the 7 

s t ructures  in  claim 32 are  i rrelevant .   I t  wants  to ,  in  i ts  reply,  8 

now make the argument  that  we get  to  look at  only those 9 

things that  Your Honors didn ' t  use in  the abstract  idea.    10 

Your Honors could have said i t  is  subject  matter  11 

that  is  restrict ing access  to  s tored data,  period.   But Your 12 

Honors went  on to say based on supplier-defined access  rules .   13 

Why not  access  rules?    14 

This  is  Judge Bisk 's  quest ion,  and I  agree i t  is  a  15 

diff icul t  quest ion.   You are s tart ing out  with half  an answer 16 

by s imply saying what  the abstract  idea is .   But  this  is  17 

s tructure.   This  isn ' t  an abstract  idea.   I t 's  s t ructure.  18 

The Supreme Court  has a problem with that .   I  19 

can ' t  resolve that for  you.  They haven' t  f igured out how to 20 

make this  work.    21 

But  to  your question,  Judge Bisk,  what  you 22 

proposed as  the abstract  idea is  not  the same as  what  the 23 

Distr ict  Court  proposed and it  is  not  the same as  what  24 

Pet i t ioner is  now tel l ing you what  i t  should be.   So I  don' t  --   25 
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JUDGE BISK:  I  thought  the --  1 

MR. CASEY:  I 'm sorry,  what  Pet i t ioner said i t  2 

should be in the f i rs t  place.   All  r ight .   I  misspoke.   You're 3 

r ight .   You are correct ,  Your Honor.   4 

So one thing is  for  sure,  though.  One of the 5 

issues that  they raise is  an analysis  of  what  is  not  in  the 6 

abstract  idea.   If  we look at  claim 32, claim 32 says:   "Code 7 

responsive to payment  val idat ion data to  receive at  least  one 8 

access  rule from the data supplier  and to wri te  the at  least  one 9 

access  rule into the data carrier ,  be at  least  one access  rule 10 

specifying at  least  one condit ion for  accessing the retr ieved 11 

data wri t ten into the carrier ,  the at  least  one condition being 12 

dependent  upon the amount  of  payment  associated with the 13 

payment  data or  to  the payment  val idation system."   14 

I  submit  to  you that  Pet i t ioner has never shown 15 

that  that  element  is  in  the prior  art .   Pet i t ioner ci tes in  i ts  16 

pet i t ion to a number of  paragraphs of  Dr .  Bloom that  do not  17 

ever say that  the condit ion is  dependent  on the amount  of  18 

payment  associated with the payment  data forwarded to the 19 

payment  val idat ion system.  20 

JUDGE BISK:  So can we talk about  199, the 199 21 

case for  a  minute?    22 

MR. CASEY:  Sure,  Your Honor,  whichever order 23 

you want .  24 
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JUDGE BISK:  Because in that  case i t  seems to 1 

me --  so what  happens i f  we f ind ant icipat ion of claims 2 and 2 

11?  Does that  mean that  by defini t ion they are 101 3 

inel igible?    4 

MR. CASEY:  I  have --  i f  you f ind --  5 

JUDGE BISK:  Anticipat ion. 6 

MR. CASEY:  --  that  there is  ant icipat ion?   7 

JUDGE BISK:  Yes.  8 

MR. CASEY:  Then their  101 analysis  would fal l .   9 

I  don' t  know that  you would have to reach the issue i f  you 10 

found that  there was a s t raight  102 ant icipat ion,  Your Honor.  11 

JUDGE BISK:  What  about  for  the other claims,  12 

though, because i f  we found claims 2 and 11 anticipated,  13 

wouldn't  that  mean that  we found that  the payment  data and 14 

the use --  well ,  what  is  in  claims 2 and 11?  Let  me look.   15 

Basical ly wouldn' t  we have found that  the basic 16 

pieces of  data are s tored on the one device along with the 17 

content?    18 

MR. CASEY:  If  you found that  this  claim is  19 

ant icipated,  Your Honor,  I  don ' t  know that  you would spend 20 

the t ime to do a 101 analysis .  21 

JUDGE BISK:  What  about  the other claims,  22 

though, that 's  what  I 'm saying?   23 

MR. CASEY:  For claim 32 there i s  no 24 

ant icipat ion argument  being made.  25 
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JUDGE BISK:  Right .   But  i f  we found claims 2 1 

and 11 anticipated by Ginter ,  then does that  inform our 101 2 

analysis  of  claim 32 at  al l?    3 

MR. CASEY:  Maybe to the extent  that  they are  4 

al l  overlapping elements ,  Your Honor.   But  certainly,  as  I  just  5 

pointed out ,  there is  at  least  one element  that  has not  been 6 

al leged to be present  in  any of the other claims.  7 

JUDGE BISK:  And that 's  now the thing that  is  the 8 

inventive concept?   That 's  the thing that  is  gett ing us over?    9 

MR. CASEY:  Absolutely,  Your Honor.   That  10 

would certainly get  us  over because,  as  Mr.  Baughman said --   11 

JUDGE BISK:  And tel l  me again,  just  so that  I 'm 12 

clear ,  what  is  that  element  now that  is  get t ing us over?    13 

MR. CASEY:  Sure,  Your Honor,  I  wil l  put  i t  up 14 

for  you.  So,  Your Honor,  i t  is  the second-to-last  l imitat ion,  15 

code responsive to the payment  val idation data,  and i t  ends by 16 

saying "the at  least  one condition being dependent  upon the 17 

amount  of  payment  associated with the payment  data."  18 

JUDGE BISK:  Right ,  and which part  of  that  are 19 

you point ing to?    20 

MR. CASEY:  The last ,  the very last  part  that  says 21 

"the at  least  one condit ion being dependent  upon the amount  22 

of payment  associated with the payment  data."  23 

JUDGE BISK:  So this  is  the part  that  is  the 24 

inventive concept.   Just  for  this  part icular  claim?   25 
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MR. CASEY:  Certainly,  Your Honor,  i t  is  one of  1 

the inventive concepts ,  but  even the idea,  even the element  of  2 

code responsive to the payment  val idation data,  to  retr ieve 3 

data from the data supplier  and to wri te  the retr ieved data 4 

into the data carrier .  5 

JUDGE BISK:  But  those are in  claims 2 and 11,  6 

r ight?    7 

MR. CASEY:  I 'm sorry,  Your Honor.   So you are 8 

s t i l l  saying i f  you found --  9 

JUDGE BISK:  Yes.  10 

MR. CASEY:  I  would have to match,  but  11 

assuming that  they are  exact  f i ts ,  i t  would inform your 12 

decis ion on whether or  not  there are addi t ional  elements  in  13 

claim 32, yes.  14 

JUDGE BISK:  And we have f inal  decis ions that  15 

have found these two claims obvious?   16 

MR. CASEY:  Yes,  Your Honor,  you do. 17 

JUDGE BISK:  Okay.  18 

JUDGE ELLURU:  I  just  want  to  understand your 19 

posit ion.   Is  i t  your posit ion that  the inventive concept  is  20 

anything that  is  missing in the prior  art?    21 

If  an element  al legedly is  missing in the prior  art ,  22 

is  that  what  you are saying is  the inventive concept?    23 

MR. CASEY:  So,  Your Honor,  I  think that  the 24 

term inventive concept  is  a  terr ible misnomer .  25 



Case Nos. CBM2014-00192, CBM2015-00016 (Patent Number 8,033,458); 
CBM2014-00193, CBM2015-00017 (Patent Number 8,061,598); 
CBM2014-00194, CBM2014-00199, CBM2015-00015 (Patent Number 
8,118,221); and CBM2015-00018, (Patent Number 7,942,317) 
 

 142 

JUDGE ELLURU:  But  we st i l l  have to make sense 1 

of  i t ,  because that  is  the law.   2 

MR. CASEY:  So the law, Your Honor,  is  looking 3 

at  the two-part  test  and,  look,  when there is  an element  that  is  4 

missing,  i t  is  certainly indicat ive of  the inventive concept ,  5 

but  I  would not  say that  you can divorce the idea of the 6 

combinat ion of elements  being a port ion of the inventive 7 

concept .    8 

So,  Your Honor,  the fact  that  no one else ever 9 

combined elements  A, B, C and D,  but  yet  A and B and C and 10 

D were separately known, could mean that  the combinat ion of 11 

A, B, C and D is  the inventive concept ,  even though the 12 

elements  separately were  known.  And, in  fact ,  i t  happens all  13 

of  the t ime.  14 

JUDGE BISK:  Are there any Federal  Circui t  cases 15 

or even Distr ict  Court  cases where something l ike that  was 16 

found patentable?    17 

MR. CASEY:  Your Honor,  I  do not  know that  18 

there are such a case,  but  i t  is  analogous to the s i tuat ion of 19 

obviousness.   Right?   I t  is  what  we look at  al l  of  the t ime.   A 20 

and B were known.  C and D were known.  21 

JUDGE BISK:  Right .   I  understand that  argument .   22 

I t 's  101 that 's  kind of problematic to  me.  23 

MR. CASEY:  Your Honor,  as  someone --  one of  24 

the things that  Mr.  Renner said was you could ask 99 25 
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different  people,  maybe he even said 100 different  people,  1 

what  the abstract  idea was,  and you get  99 different 2 

responses. 3 

JUDGE ELLURU:  Does Alice require us  to  4 

identify something as  ---  such matters  as  an abstract idea or  5 

does i t  require us to  characterize that  abstract  idea or  does i t  6 

just  require us  to ident ify i t  as  directed to an abstract  idea?   7 

MR. CASEY:  So,  Your Honor,  I  would quest ion 8 

how you could know that  i t  is  directed to an abstract  idea i f  9 

you didn ' t  know what  the abstract  idea was.   I  don ' t  think you 10 

can do one without  the other.   Right? 11 

And the problem is ,  the more elements  that  you 12 

say are part  of  the abstract  idea,  the narrower the focus 13 

becomes.   And the fewer  elements  you say,  the broader i t  14 

becomes.    15 

JUDGE BISK:  I  would say that  that 's  what  DDR 16 

did;  wouldn 't  you?   17 

MR. CASEY:  What  is  what  DDR did,  Your 18 

Honor?   I  apologize.    19 

JUDGE BISK:  They said there was an abstract  20 

idea but  they didn ' t  say what  the abstract  idea was.  21 

MR. CASEY:  I  think that  they punted on i t  to  22 

some extent  as  well ,  Your Honor,  yes.   I  think that  they said 23 

i t  is  implemented on the computer  and,  therefore,  i t  is  not  a  24 

physical  thing.   I t  must  be an abstract  idea.    25 
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JUDGE BISK:  Right .  1 

MR. CASEY:  Which,  frankly,  is  a  t roubling 2 

thought ,  but  essent ially every s ingle computer  invention is  3 

going to be considered an abstract  idea.    4 

But  returning to the idea that  computers  receive,  5 

t ransmit ,  process ,  and that 's  i t ,  or  those kinds of  words,  i f  6 

you have --  i f  there is  case law that  says receiving and 7 

t ransmit t ing and manipulat ing isn 't  enough, then i t  is  8 

essential ly saying that  every computer  invention is going to 9 

have to move to Step 2 of  the Mayo test .    10 

I  don' t  agree that i t  should.   I  think that  you 11 

should look at  things on their  meri ts ,  the s t ructure of  this ,  but  12 

the code to do X,  Y and Z.  13 

JUDGE BISK:  Do you know of any cases where  a 14 

computer  program, software type case,  has been found to not  15 

be abstract  s ince Alice?    16 

MR. CASEY:  Not  be abstract?   No, Your Honor,  I  17 

don' t .   I  take that back.   I  think the Federal  Circui t ,  I  don ' t  18 

know, but  I  think that  the Board just  decided that ,  in  19 

Network-1 v.  Google,  that  i t  wasn' t  abstract  because the exact  20 

type of  search that  was being used was reci ted in the claim.  21 

JUDGE BISK:  Was that  a  --  okay.   That  was an 22 

IPR, I  guess ,  or  a  CBM, I  guess?    23 
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MR. CASEY:  I t  was,  indeed,  a  CBM, Your Honor,  1 

and the Board elected not  to  inst i tute under 101.  I  can t ry to  2 

get  you that  ci te .  3 

JUDGE ELLURU:  We can f ind i t .   Thank you.  4 

MR. CASEY:  So I  don' t  know where this  leaves 5 

us ,  Your Honor.   Was  there s t i l l  a  question?   6 

JUDGE BISK:  Let 's  talk about  ant icipat ion of 7 

claims 2 and 11 for  a  l i t t le  bit .   I 'm looking at  your brief ,  and 8 

I  was a  l i t t le  confused about  your argument  about  the element  9 

you cal led 1(f) .  10 

MR. CASEY:  Okay.  11 

JUDGE BISK:  Which is  code to receive payment  12 

val idat ion data from payment  val idat ion system, or  f rom the 13 

val idat ion,  payment  val idat ion system,  I  bel ieve.    14 

MR. CASEY:  Yep. 15 

JUDGE BISK:  Okay.  So your argument  seems to 16 

be that  Pet i t ioner has equated administrat ive response object  17 

with the payment  val idation data,  but  sometimes in the patent ,  18 

in Ginter ,  administrat ive response object  does not  include 19 

payment  val idat ion data.   Sometimes i t  is  used for  something 20 

else.   And that  seems to be the only argument .   Is  that  r ight?    21 

MR. CASEY:  The fact  is  that  I  don ' t  bel ieve that  22 

the Pet i t ioner has ever shown that  the administrat ive object  23 

that  is  returned is payment  val idation data,  Your Honor.  24 
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JUDGE BISK:  Okay.  So here when I 'm looking at  1 

i t ,  i t  just  says an administrative object  does not  always 2 

contain payment  val idat ion data.   And then you ci te  to  3 

test imony that  confirms that .    4 

But  i t  never says,  you never say that  Pet i t ioner 5 

never shows that  i t  never has payment  val idat ion data.    6 

MR. CASEY:  Your Honor,  even i f  i t  sometimes 7 

had payment  val idat ion data in  i t ,  i f  the payment  val idation 8 

data wasn ' t  --  i f  the retr ieval  of  the data from the data 9 

supplier  and wri t ing of the retr ieved data into the data carrier  10 

was not  in  response to the payment  val idation data,  the fact  11 

that  --   12 

JUDGE BISK:  Well ,  wai t  a  minute.   This  is  1(f) .   13 

There is  no response anywhere .   I t  is  just  code to receive 14 

payment  val idat ion data from payment  val idat ion source.  15 

MR. CASEY:  Oh, I 'm sorry,  Your Honor,  1(f) .  16 

JUDGE BISK:  Yes.  17 

MR. CASEY:  As I  said,  I  bel ieve that  i t  is  the 18 

Pet i t ioner 's  burden to show that  the thing received from the 19 

payment  val idat ion system is ,  in  fact ,  payment  val idat ion 20 

data.    21 

And one of the,  probably the most  tel l ing points  22 

about  this  is  i f  you look at  s l ide 32 of Pet i t ioner 's  sl ides 23 

today,  they say that  the "Board agreed that  Ginter ,  at  a  24 
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minimum, renders  1(f)  obvious,"  which means that  the Board 1 

didn ' t  previously f ind that  i t  was ant icipated.    2 

In fact ,  the decis ion went  around that  issue after  3 

s ignif icant  discussion about  whether or  not  i t  does.   And the 4 

Pet i t ioner 's  expert  has not  been able to  show, his  test imony 5 

does not  show that  Ginter  discloses code to receive payment  6 

val idat ion data from the payment  val idation system,  in  the 7 

same access  terminal ,  that  is ,  that  al l  of  the other elements  8 

are founded.   9 

Does that  make sense,  Your Honor?    10 

JUDGE BISK:  So you are saying even i f  i t  does 11 

show payment  val idation data,  that  i t  is  showing that  within a 12 

different  embodiment?    13 

MR. CASEY:  Or  i t  is  being sent  somewhere else.   14 

Like,  you could have a payment  val idation data that isn ' t  sent  15 

to the data access terminal  and,  therefore,  the payment  16 

val idat ion terminal  does not  receive payment  val idation data.    17 

You can ' t  just  say there are  objects ,  some objects  18 

are received by the data access  terminal  and,  by the way, 19 

some objects  have in them payment  val idat ion data.   That 's  20 

not  a  l inkage of the claim language.    21 

And the reason this  doesn ' t  happen, Your Honor,  22 

is  --  not  to  rel i t igate past  cases --  but  because Patent  Owner 23 

bel ieves that  Ginter  doesn ' t  actually disclose prepayment  in  24 
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order --  prepayment  of  objects ,  of  the data objects  of  the 1 

retr ieved data that  is  wri t ten into the data carrier .    2 

And, as  a resul t ,  i t  wouldn ' t  disclose receipt  of  3 

payment  val idat ion data and then subsequent  use of the 4 

payment  val idat ion data to  cause certain other things to 5 

happen.   6 

So maybe there 's  an easier  way to do i t ,  Your 7 

Honor,  and that  is  to  read F and G together rather than to say 8 

somehow they are separate.   I t  f i rs t  has  to  be received and 9 

then i t  has  to  be used.    10 

So they both have to be there.   And if  they are 11 

both not  there i t  kind of moots  the ant icipation point .  12 

JUDGE BISK:  Okay.  I  was just  t rying to f igure 13 

out  exactly what  you were arguing for  that  one particular  14 

object ion. 15 

MR. CASEY:  So,  Your Honor,  I  think that  the 16 

test imony of the expert  is  clear  that  just  because an 17 

administrative object  is  received,  i t  doesn ' t  mean that  i t  is  an 18 

administrative object  that  has got  payment  val idat ion data in  19 

i t .    20 

And so to s imply say,  for  the expert  to  s imply 21 

point  to  a s i tuat ion where an administrat ive object  is  22 

received,  the expert  is  not  actual ly making the f inal l inkage 23 

that  is  necessary.   And that  was the intended point .   And if  I  24 

wasn ' t  clear ,  I  apologize.    25 
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JUDGE BISK:  I  see.   Thank you.  1 

MR. CASEY:  So,  Your Honor,  we were  talking 2 

about  claim 32.  And if  I  could go back to i t  for  a  second?   3 

JUDGE BISK:  Sure.  4 

MR. CASEY:  In the pet i t ion,  in  the sect ion 5 

crossing pages 28 and 29 of the peti t ion,  Pet i t ioner says that  6 

claim 32 is  s imilar  to  claim 1,  but further reci tes  the 7 

l imitat ion we already talked about,  which is  the code 8 

responsive to the payment  val idat ion data that  does al l  those 9 

things where the condit ion is  dependent  upon the amount  of  10 

payment  associated with the payment  data,  or  to  the payment  11 

val idat ion system.   12 

The pet i t ion then turns and says that  that  13 

l imitat ion requires  nothing more than that  content  must  be 14 

paid for  based on an actual  use.   But  i t  doesn ' t  say that  the 15 

access  r ight  was based on the amount  of  --  the payment  that  16 

was --  sorry,  the payment  data that  was forwarded to the 17 

payment  val idat ion system.   18 

And, in  fact ,  i f  you look at  the test imony of Dr .  19 

Bloom, Dr .  Bloom agrees - -  sorry,  Your Honor,  I  c losed my 20 

page.   I 'm looking at  the --  I 'm sorry,  Your Honor,  I  was 21 

looking at  199 versus 194.  Of course I  can ' t  f ind i t .   I t ' s  not  22 

al leged to be ant icipated. 23 

So, Your Honor,  the test imony of Dr.  Bloom is  24 

that  this  element  isn ' t  taught  because the only port ion of the 25 



Case Nos. CBM2014-00192, CBM2015-00016 (Patent Number 8,033,458); 
CBM2014-00193, CBM2015-00017 (Patent Number 8,061,598); 
CBM2014-00194, CBM2014-00199, CBM2015-00015 (Patent Number 
8,118,221); and CBM2015-00018, (Patent Number 7,942,317) 
 

 150 

prior  art  that  they talk about  relating to this  is  the ASCAP 1 

r ights .   ASCAP is  a  recording industry that  col lects  royal t ies .    2 

And I  asked Dr.  Bloom, and i t  is  described in page 3 

19 of the Patent  Owner 's  response,  whether or  not  --  I  said:   4 

Does the ASCAP report ing requirements  change whether the 5 

same record was bought  for  $10 or $12?  And he said no.    6 

ASCAP doesn ' t  have anything to do with r ights  7 

that  are dependent  on the amount  of  payment  associated with 8 

the payment  data forwarded to the payment  val idat ion system.   9 

And the reason i t  doesn ' t  is  because of  the same 10 

issue we've been discussing,  which is  ASCAP wasn' t  t rying to 11 

f ix the computer-specif ic  issue and,  as  a  resul t ,  they were 12 

s imply t rying to count  i t .    13 

And we' l l  see the same issue arise in  several  of  14 

the other claims where there is  no analogue in the physical  15 

world for  the things that  are happening in the very 16 

computercentric world.    17 

So,  for  example,  i f  we turn now to claim 11 of the 18 

'458 patent .   Pet i t ioner has i t  on s lide 11.   I  can show i t  to  19 

you if  you prefer .   Claim 11 says:   "Wherein said use rules  20 

permit  part ial  use of  a  data i tem stored on the carrier  and 21 

further compris ing code to wri te  part ial  use s tatus  data to  the 22 

data carrier  when only part  of  a  s tored data i tem has been 23 

accessed."    24 
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Again,  i t ' s  not  a  --  i t  doesn ' t  have the --  in  the 1 

ASCAP world there is  no analogue.   If  you play hal f  the song, 2 

you don' t  get  to  say I 'm changing the --  there was no part ial  3 

use data that  was col lected.   So the real i ty is  that  the claims 4 

are dis t inguishing and they very c losely mirror that  of  DDR.  5 

They have elements  that  don't  have analogues in the regular  6 

world.    7 

And as  a resul t  they are  at  least  patentable under 8 

the second step of  Mayo.   I t  is  what  makes them different  and 9 

what  addresses the computercentric process .    10 

So we have the same issue with claim 7 of  the 11 

'598.   I  can show you that  one as  well .   Your Honors,  i t  is  12 

s l ide 2 of  Pet i t ioner 's  s l ides.   I t  is  a  portable data carrier  13 

further compris ing payment  data memory to s tore payment  14 

data and code to provide the payment  data to  a payment  15 

val idat ion system.   16 

This  doesn ' t  have an analogue in the real  world.   17 

Your system that  was a portable data carrier  that  had the 18 

access  rule and had the content  memory doesn ' t  also have a 19 

place to s tore the payment  data to  a payment  val idation 20 

system.   21 

We heard about  get t ing a receipt  and bringing that  22 

to a big box store,  and saying I  want  a Moon Bounce.   Well ,  23 

you can ' t  have the Moon Bounce in --  you don' t  have the 24 
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access  r ights  in  the Moon Bounce.   That 's  not  the way this  1 

works.    2 

So i t  is  a  problem with t rying to equate real  world 3 

things to s t ructures  and systems that  are designed to deal  with 4 

computercentric problems.   5 

So,  Your Honor,  I  think that  one of  the issues that  6 

that  brings back up is  a  point  that  was made earl ier ,  where i t  7 

was al leged that  the funct ions were conventional  and,  8 

therefore,  you could ignore the funct ions.    9 

Well ,  the funct ions aren ' t  conventional  where they 10 

deal  with access  r ights  that  are based on partial  use,  access  11 

r ights  that  are based on the amount  of  payment  that  was 12 

made.   So these aren ' t  conventional  funct ions and they can ' t  13 

s imply be ignored.    14 

I t  is  important  to note also,  Your Honor,  that  the 15 

only claims that  are at  issue for  102 are 2 and 11 of Ginter ,  16 

and I  think that  we've discussed why those claims are not  17 

actual ly ant icipated.   Elements  1(f)  and 1(g) show that  Ginter  18 

i tself  does not  ant icipate,  nor does the Board 's  previous 19 

f indings indicate that  i t  should have been ant icipated.    20 

The real i ty is  that  Ginter  is  directed to a different  21 

type of  system operat ing in a different  fashion and,  therefore,  22 

i ts  differences are both important  and prevent  any f inding of 23 

ant icipat ion.   24 



Case Nos. CBM2014-00192, CBM2015-00016 (Patent Number 8,033,458); 
CBM2014-00193, CBM2015-00017 (Patent Number 8,061,598); 
CBM2014-00194, CBM2014-00199, CBM2015-00015 (Patent Number 
8,118,221); and CBM2015-00018, (Patent Number 7,942,317) 
 

 153 

So as  a resul t ,  Your Honor,  one of  the other things 1 

that  I  would l ike to talk about  is  the test imony of Dr.  Bloom 2 

in general .   As noted in our proceedings and as  a reminder,  3 

the part ies  have agreed that  the t ranscript  that  is  Dr.  Bloom's  4 

second day can be made non-confident ial .    5 

I  haven' t  seen that  that  has happened yet ,  but  I  6 

want  to  make sure that  before I  say anything about  what  Dr.  7 

Bloom test i f ied about  in  more detai l  that  the Board hasn ' t  8 

changed its  mind as  to  the confident iali ty.   Okay.   9 

So Dr.  Bloom is  an employee of a  company cal led 10 

Sir iusXM who has a product  that  is  very s imilar  or  has many 11 

elements  in  common with the elements  we've been discussing 12 

in the claims.   As  a resul t ,  Dr .  Bloom is  not  an unbiased 13 

witness .    14 

Now, you may hear Pet i t ioner say there are 15 

reasons that  you need to discount  that  he might  be biased,  but  16 

there is  a  real  reason to be biased.   The test imony that  he 17 

gave about  a system that  has s imilar  features  to  his  own 18 

products ,  for  which he is  a  VP,  raise the issue of  whether or  19 

not  there isn ' t  a  reason that  he would want  to  see these same 20 

claims held to be inval id.    21 

So I  think i t  is  important  to  note that  Dr.  Bloom is  22 

not  an academic.   He is  not  somebody who doesn ' t  have an 23 

interest .   He appears  to  have al l  of  the motivat ion in the 24 



Case Nos. CBM2014-00192, CBM2015-00016 (Patent Number 8,033,458); 
CBM2014-00193, CBM2015-00017 (Patent Number 8,061,598); 
CBM2014-00194, CBM2014-00199, CBM2015-00015 (Patent Number 
8,118,221); and CBM2015-00018, (Patent Number 7,942,317) 
 

 154 

world to want  these claims gone for  the same reasons that  the 1 

Pet i t ioners  do.   2 

So looking at  Pet i t ioner 's  arguments  on s lide 16,  3 

they say that  the undisputed Bloom test imony is  that  the 4 

subject  matter  of  claim 32 covers  enabl ing l imited use of  paid 5 

for/ l icensed content  and fai ls  to  meaningful ly l imit  that  6 

coverage.    7 

Your Honor,  as  we've seen in our discussion on 8 

32,  there are lots  of  ways that  one can enable l imited use of  9 

paid for/ l icensed content  and not  infr inge the claim.  10 

Therefore,  there are --  this  al legation that  the Bloom 11 

test imony is  undisputed is  incorrect .    12 

So,  for  example,  Your Honor,  the response in the 13 

pet i t ion includes the discussion on preemption under DDR, 14 

beginning on page 25.    15 

And Dr.  Bloom agreed,  with respect  to  the '221 16 

patent ,  that  claim 2 of the '221 patent  does not  preempt al l  17 

effect ive uses of  enabl ing l imited use of  paid for  and/or 18 

l icensed content .   He agreed claim 11 doesn ' t  ei ther .   And he 19 

agreed that  claim 32 doesn ' t  ei ther.    20 

Now, again,  this  is  the abstract  idea that  Dr.  21 

Bloom was test i fying about  before the Board even said the 22 

abstract  idea is  something else,  that  the abstract  idea is  23 

restr ict ing access to  s tored data based on supplier-defined 24 

access  rules  and payment  data.    25 
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So even the broader concept ,  let  alone the 1 

narrower concept,  is  not  preempted to a level  that  should be 2 

causing the Board concern.   And, in  fact ,  on page 27 I  3 

asked --  i f  you look at  the testimony al together,  I  didn ' t  t ry to  4 

bore Your Honors with al l  of  i t ,  the summary quest ions for  5 

the embodiments  of  the claims were discussed with Dr.  6 

Bloom, and,  as  i t  relates  to  claim 32, Dr.  Bloom admit ted that  7 

there were at  leas t  nine other ways  that  you could implement ,  8 

you could bui ld a data access  terminal  at  claim 32, but  9 

without  some features ,  and s t i l l  meet  what  he was considering 10 

the abstract  idea of  enabl ing l imited use of  paid for and/or 11 

l icensed content .    12 

With respect  to  claim 2 he agreed that  there were 13 

at  least  s ix ways to do i t .   And with respect  to  claim 11, he  14 

said there were lots .   So the preemption concern,  which is  the 15 

t rue underlying thing that  we need to be looking at ,  the 16 

Judges have taken shorthand or created bright- l ine rules  in  17 

order to  deal  with the fact  that  they don' t  know what  Dr.  18 

Bloom knows, and what  Dr.  Bloom has test i f ied about ,  when 19 

other embodiments  would not  be covered by the cla ims but  20 

s t i l l  achieve the resul t  --  I  said that  badly,  Your Honor.    21 

Dr.  Bloom's  test imony shows that  preemption,  22 

which is  the underlying real  test ,  i s  not  an issue.   And you 23 

don' t  need to resort  to  bright- l ine rules .   You can look at  the 24 

s traight  testimony of the Pet i t ioner 's  own expert .    25 
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And, frankly,  the quest ion ought  to  be,  how many 1 

is  enough?  Is  two enough?  Well ,  i f  they are commercial ly 2 

viable,  Ariosa said,  well ,  we're  not sure that  these are 3 

commercial ly viable or  the technology wil l  even work,  so we 4 

can ' t  real ly count that .    5 

There is  no al legat ion that  the other systems,  the 6 

other way to do this  won' t  work.   This  is  a  computer  7 

invention.   This  isn ' t  an unpredictable art  where you are 8 

measuring genes.  Is  a  lot  enough?  Is  s ix enough?  Is  nine 9 

enough?   10 

I  would say,  Your Honor,  that  even i f  two or three 11 

is  not  enough, four or  f ive i t  darn well  bet ter  be,  and i f  you 12 

are at  nine how are we actual ly worried about  preempting?  13 

But  the test  is  whether or  not  future innovat ion is  going to be 14 

foreclosed.    15 

And Dr.  Bloom said he never even did that  16 

analysis ,  not  that he wasn ' t  sure,  he didn ' t  even do the 17 

analysis .   So how can Dr.  Bloom be rel ied on to tell  us  how 18 

much future innovat ion is  going to be proposed,  and isn ' t  i t  19 

enough that  he said there are lots  of  different  ways you could 20 

do this  otherwise,  and s t i l l  enable l imited use of  paid for  21 

and/or l icensed content?    22 

The recent  case of  Network-1 vs.  Google is  23 

essential ly indicat ive of  the same kind of thing.   You say 24 
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enough of the detai ls  so that  you are not  excluding a 1 

s ignif icant  enough amount ,  you are not  abstract .    2 

I t  is  more,  i t ' s  substant ially more.   If  four is  more ,  3 

then nine is  substant ially more.   So,  Your Honor,  I  would 4 

point  out  that  this  is  the perfect  case to show that  the 5 

underlying preemption concern is  imaginary.   The people who 6 

want  to  chal lenge this  patent  and want  to  say i t  is  abstract  can 7 

do i t  one of  the other nine ways.   Don' t  do i t  this  way.  But  8 

you are  not  hearing them say that  that  is  what  they want  to  9 

do.    10 

You are hearing them say we want  to  say your way 11 

isn ' t  worthy of coverage,  despi te how many other ways there 12 

might  be,  we want  to  do i t  your way because i t  is  not  abstract .   13 

I t  has  a concrete advantage.    14 

Judge Elluru,  i t  looks l ike you had a quest ion.  15 

JUDGE ELLURU:  No.  16 

MR. CASEY:  I 'm sorry.  17 

JUDGE ELLURU:  Thank you.  18 

MR. CASEY:  Misunderstood.  So as  I  mentioned, 19 

Your Honor,  on page 31 of the brief ,  for  00194, we talk about  20 

claim 2 being at  least  s ix different  ways and there are more 21 

ways to use paid for  and/or l icensed content ,  that  would be 22 

data access  terminals  as  described in claim 2.    23 

Similarly,  for  claim 11, we step through various 24 

port ions of  the claims.   You wil l  see,  Your Honor,  that  most  25 
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of the l imitat ions of  the claims are  not  necessary to achieve 1 

the resul t  that  they are  claiming to want  to  achieve,  which is  2 

enabl ing l imited use of  paid for  and/or  l icensed content .    3 

If  I  can take these things out  and I  s t i l l  have the --  4 

my system st i l l  does this ,  they are  not  necessary.   They are 5 

not  a  part  of  the abstract  idea.   They are  part  of  an 6 

implementat ion of the abstract  idea.   And when you can do i t  7 

t ime and t ime again in every s ingle l imitat ion or many of the 8 

l imitat ions of  the claims,  you come to the conclusion that  the 9 

claim isn ' t  to  the abstract  idea.   The claim is  to  an 10 

implementat ion. 11 

JUDGE BISK:  Well ,  what  about  Ultramercial?   12 

Ultramercial  is  a  pret ty detai led claim.   13 

MR. CASEY:  So,  Your Honor,  I  would say that  I  14 

would love to know how many dif ferent  ways the Defendant ,  15 

or  Pet i t ioner,  said the system could be done otherwise?   How 16 

many different  other ways did their  own expert  say you could 17 

do this  instead?  All  r ight?    18 

In a computer-implemented --  I  don ' t  have the 19 

claim of Ultramercial  in  front  of  me,  but  i f  the claim of 20 

Ultramercial  used a ton of words which meant  that  there s t i l l  21 

was only one way to do i t ,  then i t  is  not  an analogous case.    22 

You can use lots  and lots  of  words to describe the 23 

way a system has got  to  be done,  and then f ind out  that  there 24 
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is  s t i l l  one and only one way to do i t .   But  that 's  not  the case 1 

we've got .    2 

The case we 've got  is  there are lots  of  ways to do 3 

this .   The Pet i t ioners  just  don' t  l ike that  Mr.  Racz got  there 4 

f i rs t .   The Pet i t ioners  don' t  l ike that  the Patent  Office agreed 5 

that  this  wasn ' t  an abstract  idea but  i t  was an implementat ion 6 

of ,  for  example,  a  data access  device.   They don' t  l ike i t  7 

because they have products  that  this  might  affect .    8 

And this  isn ' t  something,  Your Honor,  where you 9 

need to take my word for  i t .   Of a l l  of  the claims that  we've 10 

talked about ,  look at  what  the report  and recommendations 11 

said about  claim 32.  I t  is  one of  the claims that  is  involved.   12 

I t  is  one of  the claims that  was l i t igated.   And i t  is  one of  the 13 

claims that  was found to be val id and infringed. 14 

JUDGE BISK:  What  did i t  say --  you mean in the 15 

101 report?    16 

MR. CASEY:  In the 101 recommendation.    17 

JUDGE BISK:  What  did i t  --  I  didn ' t  see anything 18 

specif ically about  claim 32.  19 

MR. CASEY:  I t  said that  al l  of  these things aren ' t  20 

s imply,  aren ' t  s imply pieces taken in the abstract  but ,  when 21 

put  together,  they have a f ixed,  tangible resul t .    22 

JUDGE CLEMENTS:  On page 18 i t  also said that  23 

the general  purpose of  the claims,  condit ioning and 24 

control l ing access  to  data based on payment  is  abstract .    25 
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Did the R and R get  that  r ight  or  wrong?   1 

MR. CASEY:  I 'm sorry,  Your Honor,  I  turned 2 

away when you started and I  don' t  think the audio s tarted 3 

r ight  away.  Could you say that  one more t ime?   4 

JUDGE CLEMENTS:  Well ,  you were referr ing to 5 

the R and R, and on the top of  page 18 of the R and R i t  says 6 

that  the general  purpose of  the claims,  conditioning and 7 

control l ing access  to  data based on payment ,  is  abstract .    8 

Did the R and R get  that  r ight  or  get  that  wrong?   9 

MR. CASEY:  So,  Your Honor,  I  think that  what  10 

you read is  devoid from the s tructure that  is  being claimed.  11 

So i t  may be abstract ,  the idea of  control l ing access , but  the 12 

implementat ion,  the s t ructures  that are put  together and the 13 

condit ions under which those s tructures  operate,  including the 14 

code that  is  ut i l ized by those s tructures ,  is  not  abstract .    15 

Does that  answer your quest ion? 16 

JUDGE CLEMENTS:  Well ,  are you tel l ing me 17 

that  the R and R got  i t  wrong?  18 

MR. CASEY:  I 'm not  saying that the R and R got  19 

i t  wrong, Your Honor.   In  fact ,  I 'm trying to say that  I  think 20 

that  there is  a  dist inction between describing a s t ructure that  21 

isn ' t  abstract  and describing a ge-neral  process  which might  22 

be abstract .    23 

If  I  can pul l  up --  maybe you can read i t  one more 24 

t ime, the language.   But  the language wasn ' t  for  a  s t ructure.   25 
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The language was for  a  desired resul t ,  I  think is  what  you 1 

said. 2 

JUDGE CLEMENTS:  Yeah, I  mean, this  is  --  the 3 

Magistrate 's  analysis  under s tep 1 of  Mayo, and I ’m just  4 

wanting to know whether i t ' s  directed to an abstract idea,  and 5 

she concludes that  the general  purpose of  your claims,  6 

condit ioning and control l ing access  to  data based on payment  7 

is  abstract .    8 

So al l  I  want  to  know from you is  whether you 9 

agree with that  part  of  the R and R or disagree with that  part  10 

of  the R and R?   11 

MR. CASEY:  I  agree,  Your Honor,  that  the 12 

condit ioning and control  access  by i tself ,  just  in  the way i t  13 

was wri t ten,  is  abstract .   But  I  don' t  think that  the Judge was 14 

saying that  the implementat ion of the claims was abstract .   I  15 

think she was making a dis t inct ion between the claims and the 16 

general  concept  that  she needed a summary of  the claims for .    17 

Is  that  fair?    18 

JUDGE CLEMENTS:  Well ,  there is  no doubt  that  19 

she went  on to do Step 2 of  the analysis  --  20 

MR. CASEY:  Yep. 21 

JUDGE CLEMENTS:  --  in  subsequent  pages.   22 

Would you agree with me that  this  is  her  conclusion in Step 1 23 

of the analysis ,  she concluded that this  was an abstract  idea?   24 
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MR. CASEY:  I t  appears  that  she did,  Your Honor,  1 

yes.  2 

JUDGE CLEMENTS:  Okay.   And do you think 3 

she got  that  r ight or  wrong?   4 

MR. CASEY:  Your Honor,  I  think that  looking at  5 

the individual  claim l imitat ions,  I  think that  she could very 6 

easi ly have said the claims themselves were not  abstract ,  that  7 

they were directed to specif ic  st ructures .  8 

JUDGE CLEMENTS:  Okay.   Thank you, 9 

Mr.  Casey.    10 

MR. CASEY:  And if  I  haven' t  answered your 11 

question,  Your Honor,  I  apologize.   Ask i t  again and I  wil l  t ry 12 

to --  you looked like I  didn ' t  answer your quest ion.   That 's  13 

why I 'm concerned. 14 

JUDGE CLEMENTS:  Well ,  I 'm not  sure you did 15 

but  I 'm not  sure I 'm going to get  an answer,  so I  don' t  think 16 

we need to belabor i t  here in  your  remaining minutes .  17 

MR. CASEY:  Okay.  So,  Your Honor,  I  can 18 

s imply say I  think i t  is  fair  that  we can ignore the fi rs t  s tep,  19 

i f  that  makes your issue easier ,  and concentrate on the second 20 

s tep.    21 

And under the second step,  the report  and 22 

recommendations set  out  al l  of  the reasons why this is  23 

s tatutory subject  matter ,  at  least  the claims that  were at  issue.  24 
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JUDGE ELLURU:  Counsel ,  what  do you mean by 1 

we can ignore the f i rs t  s tep?   2 

MR. CASEY:  We don' t  have to reach a decis ion 3 

as  to  whether or  not  under Step 1 of  Mayo i t  is  or  isn ' t  an 4 

abstract  idea.   The brief  doesn ' t  set  out  whether or  not  i t  is  or  5 

isn ' t  an abstract  idea,  Your Honor,  under Step 1.    6 

I t  essent ial ly assumes that  i t  is  an abstract  idea,  7 

and moves on to the second step,  because otherwise you 8 

wouldn 't  need to go to the second step.   Right?    9 

But  the idea was to show Your Honors that ,  even 10 

assuming that  a  court  would f ind or this  Board would f ind 11 

that  i t  is  an abstract  idea,  i t  is ,  nonetheless ,  s tatutory by 12 

applying the second step of  Mayo.   13 

So i t  is  t rying to reduce the number of  issues 14 

where we need to discuss things by saying,  i f  i t  is  s tatutory 15 

under the second step,  i t  doesn ' t  matter  what  happened in the 16 

f i rs t  s tep.   I t  doesn ' t .    17 

JUDGE ELLURU:  Thank you.  18 

MR. CASEY:  So,  Your Honor,  with the t ime that  19 

I  have left ,  so i f  you look at  s l ide 17 of the Pet i t ioner 's  20 

s l ides,  the Step 2 that  we were discussing was do the 21 

additional  elements  t ransform?  And they ci te  the exemplary 22 

l imitat ions of  the '458 patent .    23 

And they say that  use rules  permit  part ial  use of  24 

the data i tems stored on the carrier  and further  compris ing 25 
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code to wri te partial  use s tatus  data to  the data carrier  when 1 

only part  of  a  s tored data i tem has been accessed.    2 

And they ci te ,  the Board said that  the '458 patent  3 

makes clear  that  i t  considered the heart  of  the claimed subject  4 

matter  to  be restr ict ing access  to  stored data based upon 5 

supplier-defined access  rules  and val idat ion of payment .    6 

Well ,  you can have systems, Your Honors,  that  are 7 

based on supplier-defined access  rules  and val idat ion of 8 

payment  that  don't  use "use" rules ,  that  permit  part ial  use and 9 

don' t  use code to wri te  part ial  use s tatus  data to  the data 10 

carrier .    11 

So for  Pet i t ioner to  say,  to  ask,  the hub of the 12 

question,  did the addi tional  l imitat ions t ransform,  the answer 13 

is  yes.   This  is  a  l imitat ion that  isn ' t  anywhere in the art ,  or  14 

at  least  not  in  the art  that  they apply.   So the answer to  this  15 

question is  a  resounding yes.    16 

And the fact  that  the Board found that  restr icting 17 

access  --   18 

JUDGE BISK:  But  is  that  the test ,  t ransform; i t  19 

just  means that  i t  is  not  in  the prior  art?   Is  that  what  you are 20 

saying?   21 

MR. CASEY:  Your Honor,  I  think you can f ind a 22 

lot  of  ways to show that  something is  t ransforming.  The 23 

synergy between elements  can be a t ransformation,  but  24 

certainly one method is  to  say that  there is  an element  that  is  25 
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missing from the prior  art  and,  i f  i t  is  missing from the prior  1 

art ,  what  else does i t  do i f  i t  doesn' t  t ransform?   2 

JUDGE BISK:  Well ,  i t  means to t ransform i t  from 3 

an abstract  idea. 4 

MR. CASEY:  I 'm sorry,  Your Honor.   One more 5 

t ime.  6 

JUDGE BISK:  I t  needs to t ransform i t  from an 7 

abstract  idea. 8 

MR. CASEY:  And I  think i t  would t ransform i t  9 

from the --  i f  you assumed that  res tr ict ing access  to s tored 10 

data based on supplier-defined access  rules  and val idat ion of 11 

payment  is  an abstract  idea,  even i f  that  is  an abstract  idea,  12 

the ut i l izat ion of use rules  that  permit  this  part ial  use and 13 

s toring that  part ial  use s tatus  data into the data carrier  does 14 

t ransform that .    15 

Why?  Because i t  isn ' t  the thing i t  only was 16 

before.   I t  is  something that  now has an additional  use.   You 17 

can t rack whether or  not  someone has played half  a  game.   18 

You can t rack whether or  not  someone has watched a movie 19 

but  not  f inished.   Yes,  Your Honor?    20 

JUDGE ELLURU:  I  think the quest ion was,  is  21 

that  inventive or  take i t  --  t ransform the abstract  idea,  22 

because i t  is  missing in the prior  art ,  al legedly missing in the 23 

prior  art ,  because that  teaching is  al legedly missing in the 24 

prior  art?   And you haven' t  answered that  quest ion. 25 
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MR. CASEY:  I 'm sorry,  Your Honor,  I  t r ied to.   1 

The answer is ,  i f  i t  is  not  in  the prior  art  i t  is  definitely 2 

t ransformational .   Otherwise,  we are in  a world where we are 3 

s imply chocking up l imitat ions and saying,  nope,  doesn ' t  4 

count ,  doesn ' t  count ,  doesn ' t  count .   We, whichever Board 5 

this  is  or  whichever Distr ict  Court  this  is  or  whatever the 6 

person,  the ITC, we get  to  make,  without  any real  knowledge 7 

as  to  how we are going to apply this ,  rules  or  guesses on 8 

which ones,  which things,  even though they are  not  present ,  9 

we get  to  cont inue to discount .    10 

Well ,  the part ial  use of  a  data i tem,  yeah,  that  is  11 

something.   I t  can be implemented in concrete code.   But  I 'm 12 

just  not  feel ing i t  today,  i t  is  Tuesday, i t  is  out .    13 

Well ,  wai t  a  minute.   How are we get t ing here,  14 

where we are talking about  adding l imitat ions and saying,  no,  15 

i t  s t i l l  doesn ' t  count?    16 

How many l imitat ions do there have to be?   How 17 

detai led does i t  have to be?   And if  this  isn ' t  18 

t ransformational ,  Your Honor,  what  is?   And I  get  the sense 19 

that  that  is  what  you are  asking me.  And I 'm saying --   20 

JUDGE BISK:  Your answer of  anything that  is  21 

not  in  the prior  art  is  feel ing,  so,  this  is  easy then,  this  is  just  22 

obviousness,  or  this  is  just  ant icipat ion.   Why are we al l  23 

s truggling with this  so much?  Why don' t  we just  make 101 24 

into ant icipat ion or obviousness and go home?   25 
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But  clearly that 's  not  what  the Supreme Court  1 

meant .   That 's  not  how the Federal  Circui t  is  t reat ing i t .   I  2 

think i f  we just  reduced everything to 102 or 103, we have a 3 

problem.  4 

MR. CASEY:  So,  Your Honor,  I  would tell  you 5 

that  i f  we reduced everything to 102/103 we would have no 6 

problems whatsoever,  because we al l  agreed that  i f  al l  of  the 7 

elements  are known --   8 

JUDGE BISK:  I  think the Supreme Court  might  9 

object  to  that  because I  don' t  think that  is  the test  that  they 10 

set  out ,  and we need to fol low the Supreme Court .    11 

MR. CASEY:  Well ,  I  agree with you that  that  12 

isn ' t  the test  that  the Supreme Court  set  out .  13 

JUDGE BISK:  Right .   I  thought  you're tel l ing us 14 

that 's  what  we should do,  even though we have to fol low the 15 

Supreme Court 's  test .  16 

MR. CASEY:  Your Honor,  I  was answering your 17 

question about  would we be okay i f  we l imited i t  to  --  i f  we 18 

concentrate on 102 or 103 only,  and we would.   And I  agree 19 

with you --  20 

JUDGE BISK:  Is  that  the law?  That 's  not  the 21 

law, though. 22 

MR. CASEY:  That  is  not  the law, Your Honor.   23 

And how we got  here --  24 
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JUDGE BISK:  So how is  what  you are tel l ing me 1 

different  than that?   So you are  saying what  you are urging 2 

me to do is  not  the law?   3 

MR. CASEY:  No, Your Honor.   I 'm saying that  --  4 

you asked whether or  not  this  part icular  l imitat ion is  5 

t ransformational .   And i t  absolutely is .  6 

JUDGE BISK:  And you said the reason is ,  is  7 

because i t  is  not  in  the prior  art?    8 

MR. CASEY:  That  is  correct ,  Your Honor.  9 

JUDGE BISK:  And I 'm saying how is  that  not  102 10 

or 103?   11 

MR. CASEY:  Because under Bilski ,  under --  let 's  12 

go al l  of  the way back to Benson.  Under Benson, even though 13 

the s teps weren ' t  in  the prior  art ,  they said not  patentable.   I t  14 

is  the abstract  idea.    15 

And if  they had said but  here is  one other  thing 16 

that  wasn ' t  in  the prior  art  that  al lowed the Judges to say,  17 

okay,  you are not  going to preempt  everybody from 18 

performing this  algorithm, then i t  would be okay.  19 

JUDGE BISK:  But  they didn ' t  say that .   I  don ' t  20 

think there has been a case where  they said that .  21 

MR. CASEY:  I 'm sorry,  one more t ime,  Your 22 

Honor.    23 

JUDGE BISK:  There hasn ' t  been a Supreme Court  24 

case,  though, where they said that.  25 
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MR. CASEY:  Where they said because something 1 

is  not  in  the prior  art  i t  is  now patentable?   There has not  2 

been a case where the Supreme Court  has found a l imitat ion 3 

that  i t  couldn ' t  say i t  doesn ' t  count,  I 'm going to ignore i t ,  4 

and now I 'm left  with only what  is  in  the prior  art .    5 

That 's  the problem we have,  is  that  the Supreme 6 

Court  has select ively decided when i t  is  going to ignore 7 

things.   And I  don' t  think that  this should be ignored.    8 

Now, I  don' t  think a lot  of  other things should 9 

have been ignored ei ther ,  but  that 's  a  factual  question and not  10 

a legal  question.   The legal  quest ion is ,  is  this  11 

t ransformational?  And I  think the answer is  yes.   Everything 12 

that  is  not  in  the prior  art  should be t ransformational .    13 

But  that  doesn ' t  mean that  the Supreme Court  is  14 

going to see i t  my way.  How else  are we going to define 15 

patentabi li ty i f  we can s imply say I 'm going to continue to 16 

ignore l imitat ions?   I 'm not  saying that  they don' t  do i t ,  Your 17 

Honor.   They do.    18 

But  this  one,  when you look at  i t  in  terms of the 19 

funct ions that  are achieved because of  i t ,  the fact  that  i t  20 

doesn ' t  have a brick and mortar  equivalent ,  the fact that  i t  21 

provides addi t ional  other aspects  that  are directed towards the 22 

computer  version and not  s imply the computerizat ion of 23 

something old,  that 's  what  makes i t  t ransformational .    24 
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This  part icular  element  happens to meet  al l  of  1 

those rules .   And maybe I  didn ' t  make that  clear  the f i rs t  2 

t ime.  I t  is  al l  the things that  that  part icular  l imitat ion does 3 

that  make this  l ike DDR and make i t  dist inguishable from a 4 

lot  of  other places,  a  lot  of  other claims.    5 

JUDGE PLENZLER:  I  just  want  to  make sure I  6 

understand here.   You know, when we are talking about  claim 7 

11 depending from claim 6,  r ight ,  i f  we just  t reat  claim 6 8 

separate and we just  look at  the l imitat ions of  11 here,  what  9 

does the part ial  use add,  though?   10 

I  see your arguments  for  claim 6,  r ight ,  and for  11 

everything going on there,  but  once we get  from 6 to 11 we're 12 

talking about  now just  f iguring out  i f  something has been 13 

part ial ly used or not ,  how do you get  to  an inventive s tep 14 

there?    15 

MR. CASEY:  Because,  Your Honor,  let 's  take the 16 

context  of  the DVD, al l  r ight ,  talking about  a DVD and 17 

whether or  not  i t  might  have access  r ights  associated with i t ,  18 

was the discussion that  Judge Bisk was rais ing this  morning.    19 

You can ' t  say that  that  disk is  going to t rack 20 

whether or  not  i t  has  been part ial ly used.   Right?   And i t  is  21 

one of those things that  doesn 't  have a brick and mortar  22 

equivalent  and is  directed towards the computer  world where 23 

i t  is  t rying to solve a problem.   24 
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And I  think that 's  what  we have to look at  each 1 

and every t ime.   I t  is  not  the computerizat ion of something 2 

old.   I t  is  the resul t .   I t  is  the element  that  shows you that  the 3 

problem being solved is  a  computer-based problem.  4 

JUDGE PLENZLER:  So do you need to have a 5 

brick and mortar  equivalent?   I  mean, is  that  a  requirement  6 

somewhere?   7 

MR. CASEY:  No, Your Honor,  I  don ' t  think so,  8 

but  I  think that  the point  was that Pet i t ioner has said that  9 

because there are some other aspects  that  they bel ieve have 10 

brick and mortar  equivalents ,  and because things l ike DDR 11 

talked about  a brick and mortar  s tore,  that  has al l  of  a  sudden 12 

become the focus,  i t  is  one way to show that  something is  not  13 

directed to an abstract  idea,  but  I  would hazard a guess i t  is  14 

not  the only way.    15 

I t 's  just  given that  there are so few cases that  have 16 

enabled us to  untangle what  is  or  isn ' t  directed towards 17 

s tatutory subject  matter ,  that  people analogize to the brick 18 

and mortar  response of  DDR because i t  is  there.    19 

Unhelpful?   You don' t  look like that  helped you.  20 

JUDGE PLENZLER:  Well ,  I  mean, I  understand 21 

your explanat ion.   I  just  look at  the language of DDR and, 22 

r ight ,  i t  talks  about  not  all  claims addressing an 23 

Internet-centr ic  chal lenge are el igible for  a  patent  and then i t  24 
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goes into overriding the rout ine and conventional  sequence of 1 

events .    2 

And I 'm just  t rying to understand, because I  see 3 

the claim charts ,  r ight ,  in  these various responses that  you 4 

have mapping the claim elements ,  but  I 'm just  s t ruggling with 5 

how this ,  in  claim 11, for  example,  in  this  case,  192,  how the 6 

part ial  s torage or s toring part ial  usage override some kind of 7 

rout ine or  conventional  sequence that  you would expect?    8 

MR. CASEY:  So,  for  example ,  Your Honor,  9 

looking at  the DVD that  we were just  talking about,  i t  10 

overrides the inabi l i ty of  the DVD to t rack whether or  not  i t  11 

has been part ial ly used.   Right?   I t  is  not  the --  the regular  12 

DVD, when you put  i t  back in,  i t  can ' t  tel l  you whether or  not  13 

you are  s t i l l  supposed to be playing i t .    14 

You went  and you bought  i t .   You went  and rented 15 

i t  at  Blockbuster .   You are  supposed to use i t  for  two days.   16 

And now i t  is  the third day and you are s t i l l  using i t ,  or  you 17 

had the r ight  to  play the whole thing,  and i t  doesn ' t  know that  18 

you have or haven' t  played the whole thing.    19 

I t  is  one of  those computercentric  problems, Your 20 

Honor,  and this  gets  us  back to a bi t  of  what  Judge Bisk was 21 

saying about  data piracy is  a  computercentric problem.  This  22 

isn ' t  piracy in general .   We're not  talking about  people who 23 

are s teal ing a chair  and then making copies  and sel l ing 24 

copies .    25 
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This  is  data piracy in the digi tal  world where we 1 

are t rying to prevent  people from making the free copies .   2 

We're not  duplicat ing chairs  and tables .   We are  freely 3 

copying data unless  there is  a  way to f ix  i t .  4 

JUDGE BISK:  But  in  Ultramercial  i t  was 5 

advert is ing on the Internet ,  r ight?    6 

MR. CASEY:  I t  was,  Your Honor.    7 

JUDGE BISK:  And that  one was not  patentable.  8 

MR. CASEY:  But ,  Your Honor,  again,  you have 9 

to look at  this  al l  claim-by-claim,  and maybe we should have 10 

had Ultramercial  up there also.   Al l  r ight .   I  took the one that  11 

shows how you can see that  i t  is  patentable.    12 

Ultramercial ,  i f  there weren ' t  enough elements ,  13 

then the Supreme Court  is  going to say this  is  --  wel l ,  let  me 14 

back up.   I  bel ieve that  the rat ionale the court  used was to say 15 

advert is ing already existed and people already played 16 

commercials  before they got  content .    17 

This  was the computerization of that  process .   18 

There isn ' t  an equivalent  argument  to  make for  the claims that  19 

are at  issue here.    20 

JUDGE BISK:  I  think there is  because i f  you look 21 

at  the Ultramercial  --  I 'm actual ly looking at  the Ultramercial  22 

claim on the computer ,  and unfortunately I  can ' t  show i t  on 23 

the screen,  but  i t  is  11 s teps,  al l  of which are fair ly detai led 24 
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about  how the advert ising is  going to be created on the 1 

Internet .    2 

So clearly when they reduced i t  down to --  let 's  3 

see what  they say in Ultramercial .   They say that  the method 4 

as  claimed refers  to  a t ransact ion involving the grant  of  5 

permission and viewing of an advert isement  by the consumer.   6 

Whoops,  the grant  of  access  --  I  lost  my place.   Sorry.    7 

Anyway,  they real ly,  real ly general ize this  8 

abstract  idea and didn ' t  go at  al l  into the details  of  i t .   I f  we 9 

did that ,  I  don ' t  see that  there is  a  difference.  10 

MR. CASEY:  Your Honor,  I  think that  i f  you 11 

said,  i f  you went  real ly broadly,  we are back to our 12 

discussion about  receiving,  t ransmit t ing and manipulat ing,  13 

and the broader you go,  you could take DDR and do the same 14 

thing.   Right?    15 

And so you are  in  the unenviable posi t ion of  16 

t rying to f igure out  where the l ine is  and you are doing i t  17 

without  a  lot  of  guidance,  but  there are markers .   One of them 18 

is  DDR.  One of them is  Ultramercial .   One of them is  Bilski  19 

or Alice or  Mayo.   20 

And you are left  with t rying to decide when 21 

enough is  enough.  And this  is  why the courts  should not  be 22 

for  preemption.   Preemption is  an object ive way, accountable 23 

way in many cases,  of  determining is  this  abstract  or  not .    24 
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One of the things --  the reason we are worried 1 

about  abstract  is  because you are going to preempt s tuff .   But  2 

when you have evidence that  you are not  actual ly going to 3 

preempt as  much as  the Pet i t ioner is  real ly worried you are  4 

going to preempt,  then you can say this  is  Chicken Lit t le  5 

saying that  the sky is  fal l ing,  and we're not  able to  --  the 6 

whole world is  going to s top because future innovat ions are 7 

going to be foreclosed.    8 

I t 's  not  the case.   Look at  preemption,  and the 9 

courts  not  being well  sui ted or  al legedly saying that  they 10 

themselves are not  well  sui ted to determining these things,  11 

only shows the greater  importance of  an object ive person l ike 12 

the Pet i t ioner 's  own expert  saying there are lots  of  other ways 13 

to do this .   That 's  the equivalent  of saying don' t  worry,  this  14 

isn ' t  abstract ,  this  is  an implementat ion,  people wil l  work 15 

around this ,  or  people wil l  ult imately l icense i t .    16 

But  this  is  a  lot  l ike Network-1,  that  is  the next ,  17 

the next  data point  that  Your Honors have to work with,  and 18 

one of the few ones.   There  is  enough here to  say preemption 19 

isn ' t  the issue.   Preemption isn ' t  an issue.   Preempt ion isn ' t  a  20 

concern.   There are other ways to do this .    21 

And the fact  that  some of the other recent  22 

precedent  looks and says I  can ' t  tel l  whether or  not  this  would 23 

real ly be preempted or not ,  l ike in  Ariosa,  where they said,  24 
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well ,  i t  is  not  real ly clear  that  this test  is  going to work so we 1 

are discounting i t .    2 

Nobody has done that  here.   Nobody has said,  oh,  3 

i t  is  not  clear  but this  is  s t i l l  going to work.   Why?  Because 4 

we can take elements  out  of  the claim and st i l l  have the 5 

resul t .    6 

Maybe that 's  the easiest  way to describe i t ,  Your 7 

Honor,  the fact  that  we are not  saying take out  an element  and 8 

put  in  something else and are you st i l l  able to  achieve a 9 

resul t ,  but  s imply can I  s tart  taking s tuff  out?   How much can 10 

I  take out  of  this  claim and st i l l  be covered by what  someone 11 

is  saying is  the abstract  idea,  and then s tart  putt ing i t  back.   12 

Right?    13 

When you put  back three elements ,  four elements ,  14 

f ive elements ,  i t  is  an indicat ion that  you are  not  covering the 15 

abstract  idea.   You have just  put  in the same kind of extra 16 

descript ive information that  was in Network-1 where i t  said i t  17 

was this  kind of algorithm.  Well ,  I 'm tel l ing you i t 's  this  18 

kind of code.   I t  is  the code that  does things l ike have use 19 

rules ,  permit  part ial  use of  a  data i tem stored on a data 20 

carrier .  21 

JUDGE ELLURU:  And I  want  to  understand your 22 

posit ion on that ,  counsel .   So you agree that ,  or  is  i t  your 23 

posit ion that  there was in the prior  art  use rules  on DVDs; i t  24 
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is  just  there was no use rule that  restr icted based on part ial  1 

use?    2 

MR. CASEY:  Your Honor,  we talked earl ier  about  3 

the information that  is  on a DVD.  And I  need to t ry to  4 

cont inue to make the dis tinction between --  a  DVD is  a  data 5 

carrier  that  doesn' t  have any code and i t  doesn ' t  run anything.   6 

So i t  is  not  updated.   And so for  sure the DVD does not  have 7 

part ial  use data that  is  wri t ten to i t .   8 

JUDGE ELLURU:  But  do you agree that  the idea 9 

of  restr ict ion,  whether i t  be t ime l imit  or  geographic locat ion,  10 

was a restr ict ion on the DVD?   11 

MR. CASEY:  So,  Your Honor,  again,  the 12 

dis tinction is ,  given that  the DVD i tself  didn ' t  have the code,  13 

there must  have been something else that  the DVD would be 14 

put  into that  would do --  that  would analyze the data on the 15 

DVD and make a determinat ion in what  you are cal l ing an 16 

analysis .   Right?    17 

The DVD i tself  can ' t  do any processing.   The DVD 18 

doesn ' t  have a processor in  i t .   I t  doesn ' t  have code in i t  that  19 

the processor runs that  does X, Y and Z.  I t  is  just  vacant .  20 

JUDGE ELLURU:  Thank you.  21 

MR. CASEY:  All  r ight .   So I  think I 'm almost  out  22 

of t ime, Your Honor.  23 

JUDGE ELLURU:  You have about 20 more 24 

minutes .  25 
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MR. CASEY:  Okay.  Your Honor,  I  don ' t  --  1 

JUDGE ELLURU:  Pardon me,  pardon me, correct ,  2 

you have about  f ive more minutes .  3 

MR. CASEY:  There you go.   I  think we're on the 4 

same page now, a t  least  i f  my clock is  not  lying to me.    5 

Okay.   I  think actual ly we've probably belabored 6 

this  as  much as  we can.   The briefs  set  out  why each of these 7 

claims is  s tatutory.   The Examiner  has already said they are 8 

s tatutory.   A number of  --  you can see which exact  claims 9 

they are,  including claim 32 of the '221 patent  --  were already 10 

found to be s tatutory at  the Distr ict  Court .    11 

The overwhelming test imony of Pet i t ioner 's  own 12 

expert  is  that  there is  lots  of  different  ways to do this ,  and 13 

you don' t  need to resort  to  a bright-l ine test  that 's  an 14 

approximation of what  is  going to happen under preemption.   15 

You've got  the preemption data r ight  there.   I t  is  the thing 16 

that  is  underlying the concern for  abstract  idea.    17 

And I  would submit  to  you that  i t  is  not  over on 18 

the world of  mathematical  formulas and laws of nature,  and 19 

we heard this  morning that  people say that  the same kind of 20 

test  has been applied to other computer  inventions.   That  may 21 

be.    22 

But  the quest ion is  whether or  not  with those other 23 

computer  inventions there is  sufficient  information about  24 
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what  is  and isn 't  included to help make --  to  help a judge 1 

make an informed decis ion.    2 

And we already saw that  these claims are  directed 3 

to,  l ike DDR, a computer-specif ic  problem.  I t  may not  be 4 

"the Internet"  --  in  quotes  --  but  i t  is  a  computer  network,  5 

computer  data problem, that 's  different  than sell ing knockoff  6 

goods of  things you physical ly make.   That 's  not  where we 7 

are.    8 

We are in  a  computer-specific  arena that  has to  9 

address  --  well ,  said differently,  you couldn ' t  be anywhere but  10 

a computer-specif ic  arena and have this  problem.  Right?   I t  11 

is  a  new problem specif ic  to  the computer  world.   You can ' t  12 

go to the movie theater  and hold onto a data i tem that  is  bi ts .   13 

You can ' t  do i t .   I t  has  got  to  be in some medium.   14 

And once i t  is  there,  you look at  al l  of  the 15 

elements  that  are there and the claims are  dis t inguishing on 16 

that  basis .   They are,  l ike in  DDR, directed towards s tatutory 17 

subject  matter .   And unl ike Alice,  which was f inancial ,  and 18 

unl ike --  Judge Bisk is  probably not  going to l ike me for  19 

saying this  --  but Ultramercial ,  which I  think ul t imately is  20 

f inancial .   I t  is  viewing an exchange for  currency.   The 21 

f inancial  aspects  of  this  are not  the issue.    22 

I t  is  the usage control ,  part ial  usage,  and varying 23 

use rules  based on other parameters .   And sometimes i t  can be 24 
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money,  how much was paid for  i t ,  but  that 's  not  the theme 1 

driving the structure as  a whole.    2 

The thing driving the s tructure as  a whole is  the 3 

protection of data by co- joining i t  with the access  r ights .   4 

And the ci tat ions by Dr.  Bloom to ASCAP and to Internet  5 

s t reaming, they are not  applicable.  6 

I  think I 'm done,  Your Honors.  7 

JUDGE ELLURU:  Thank you.  8 

Counsel ,  you have about  32 minutes  remaining.  9 

MR. RENNER:  Thank you so much.  Your Honor,  10 

there are a variety of  points  we would,  of  course,  l ike to  11 

address  as  we move forward here.    12 

The f i rs t  of  those is  in  the presentat ion you just  13 

heard i t  was ment ioned that  the record is  devoid of  evidence 14 

of payment  val idat ion data being sent  back to the user  device.   15 

Your Honor --   16 

JUDGE ELLURU:  Could you specify what  claim 17 

you are  discussing,  what  claim and what  patent?    18 

MR. RENNER:  Oh, certainly,  Your Honor.   This  19 

actual ly is  appl icable to  a variety of  claims,  but  claim 11 20 

would be --  or  claim 2 would be a bet ter  example f rom the 21 

'221 patent .   Payment  val idat ion data going back to the data 22 

carrier  would be the l imitat ion.    23 

If  we can go to s l ide number 10 we can see the 24 

claim l imitat ion there.   I  wanted to direct  Your Honor 's  25 
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at tention to paragraph 161, column 161, that  is ,  of  the Ginter  1 

reference,  Your Honor,  and direct Your Honor 's  at tent ion to 2 

Bloom's  paragraph 59 --  we can show you in just  a  moment  --  3 

where he discusses this  section of the Ginter  reference.    4 

And you can see here that  i t  is  discussed that  the 5 

clearinghouse,  this  is  the i tem that  was used to val idate 6 

payment  data that  was received from the user 's  token.   I t  may 7 

receive an administrat ive object ,  i t  tel ls  us ,  and process  i ts  8 

contents  to  determine whether i ts  contents  are "val id and 9 

legi t imate ."    10 

I t  goes on to say that ,  for  example,  the 11 

clearinghouse,  i t  extends to the top of the next  column, may 12 

analyze the contents  and ul t imately send back the object  to  13 

the user .    14 

So,  Your Honor,  you can see that  in  Ginter  there 15 

has been specif ic ci tat ion to a section where we see  that  the 16 

user device is ,  in fact ,  in  receipt  of  the payment  val idat ion 17 

data in  quest ion. 18 

JUDGE BISK:  Are you talking about  element  19 

1(f) ,  or  is  i t  ant icipat ion?   20 

MR. RENNER:  I f  I  go to s l ide 10 again,  this  is  21 

specif ically the receive payment  val idation data from the 22 

payment  val idat ion system's  terminal  and then wri te the 23 

retr ieved data to  the data carrier .   One moment .   And, Your 24 
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Honor,  we bel ieve that  is  with respect  to  claim 1 --  at  claim 2 1 

here.    2 

Your Honor,  I  would also l ike to  direct  your 3 

at tention to Dr.  Bloom's  test imony in his  expert  report .   As 4 

we've shown here,  i t  is  paragraph 59,  we see the description 5 

of ,  in  greater  detai l ,  fol lowing the receipt  of  forwarded audit  6 

information,  the payment  val idat ion system processes the 7 

audi t  information to determine i ts  val idi ty.    8 

Clearly there is  a  val idation going on of payment  9 

information received.   And the payment  val idat ion system,  i t  10 

repl ies  with an administrative object  containing the payment  11 

val idat ion data resul ting from the analysis ,  and that is  12 

received by the PEA 2600.   13 

Again,  what  we have is  the l ineage of processing 14 

of data that  was withdrawn from a  user device,  the PEA, 15 

processed by a  clearinghouse,  having been received through 16 

the terminal ,  and is  pressed back,  as  discussed here by the 17 

expert .   I  just  want  to  clari fy the record on that ,  Your Honor.    18 

Addit ionally,  Your Honor,  i f  we would look at  19 

s l ide 11,  please.   In  s l ide 11 we're going to focus on claim 11 20 

in this  s l ide.   And in this  s l ide you can see claim 11 is  21 

wherein the use rules  permit  part ial  use,  and this  has been a 22 

topic of  conversat ion this  morning,  or  this  afternoon.   23 

ASCAP was discussed,  Your Honor,  with respect  24 

to this .   We bel ieve that  the ASCAP has radio s tations that  25 
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may use part ial  use of  an album by a broadcaster ,  only some 1 

of  the songs may be played in accordance with the rules  and 2 

regulations that  are promulgated by ASCAP in a l icensing 3 

arrangement .    4 

We see that  in  Bloom's  declarat ion at  paragraph 5 

123 there is  a  discussion of the ASCAP frequently-asked 6 

questions as  well  as  the Patent  5,778,187, which describes a 7 

radio that  enables  an audit  log that  is  being used to t rack 8 

usage and play back songs,  a  part ial  playback of songs,  mind 9 

you.    10 

Addit ionally,  Your Honor,  Gruse,  a  different  11 

reference,  a  reference that 's  not  present ly at  issue,  but  that  is  12 

test i f ied to by Mr.  Ginter ,  i f  we look at  paragraphs 38,  43 and 13 

53,  you wil l  see that  there is  discussion of copy restr ict ion 14 

rules  and watermarks,  and each of these we think bear on the 15 

not ion of a part ial  use,  Your Honor.   16 

Just  a  couple housekeeping matters  here before we 17 

get  into the abstract  i tems that  were discussed.    18 

The next  s l ide deals  with claim 7.   Sl ide 12,  19 

please.   Claim 7 was discussed earl ier  where we were talking 20 

about  the payment  data memory to s tore payment  data,  to  21 

provide the payment  data to  the payment  val idation system.  22 

And here,  again,  the Moon Bounce r ights  were absolutely 23 

avai lable upon receipt .    24 
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There was a  discussion earl ier  in  the rebut tal  that  1 

there is  such a divergence between, for  instance,  the brick 2 

and mortar  appl icat ions and these claims.   We don' t  bel ieve 3 

so.   We bel ieve that  the receipt  that  is  held by a user ,  the 4 

user 's  --  the conversion of a user  in  the real  world to an 5 

electronic version,  a  computerized version,  is  s imply that  you 6 

provide computers ,  just  l ike in  Ultramercial .    7 

I t  wasn ' t  the case that  they performed different  8 

funct ions.   They performed funct ions on computers.   This  was 9 

thought  to  be unpatentable in  Ultramercial .   I t  is  the same 10 

concept  here.    11 

When you look at  claim 7,  for  instance,  you can ' t  12 

help but  to  real ize that  al l  we are talking about  is  submission 13 

of payment  information,  in  the exact  same way that  any brick 14 

and mortar  solut ion would have payment  information being 15 

submit ted.    16 

Your Honor,  i f  we could turn to s l ides 41 to 42,  17 

41 f i rs t .   There was said to be bias on the part  of  Dr.  Bloom.  18 

Now, i t  is  unquest ionable that  this  record is  informed by just  19 

Dr.  Bloom as an expert .    20 

There were  questions asked of Dr.  Bloom in the 21 

deposi t ion regarding his  current  employer and products  that  22 

were released by his  current  employer and whether those 23 

products  wil l  be implicated by the claims in quest ion,  by the 24 

patent  in  quest ion,  whether Dr.  Bloom had an opinion on this .    25 
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I  thought  i t  instruct ive to look at  the deposi t ion 1 

t ranscript  from that  part icular  quest ioning because I think i t  2 

speaks to the lack of bias  that  he has.    3 

I t  says:   In  preparing your report ,  did you consider 4 

whether your employer 's  system enables  l imited use of  paid 5 

for  and/or l icensed content ,  whether that 's  covered by any of 6 

the claims?   7 

And his  response,  unequivocal ly:   No, I  did not  8 

consider that .    9 

Is  there any reason you didn ' t?    10 

I t  didn ' t  occur to  me.    11 

Now, you can faul t  him for s tepping outside of  his  12 

shoes as  an expert  in  this  case.   You can faul t  him for,  I  13 

guess,  doing that  and going back into his  employment  hat  and 14 

mixing the two up.    15 

I  would credi t  him instead.   I  would say that  his  16 

for  us ,  his  job in this  case was to be looking through the lens 17 

of a  POSITA at  the t ime of the invention.   I t  wasn ' t  to  assess  18 

whether or  not  his  current  employer had some kind of 19 

l iabil i ty or  i ts  products  did or  didn ' t  compare to the claims.    20 

So here we can see that  at  the t ime of his  report  he 21 

just  didn ' t  consider i t .   I t  is  plain as  day.   How can bias  exis t  22 

i f  he didn ' t  even consider the quest ion of whether or  not  there 23 

was a mapping?  We think i t  cannot .    24 
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Your Honors,  that  brings us to  preemption.   And, 1 

Your Honor,  i t  has  been said that  Dr.  Bloom did not  test i fy as  2 

to  preemption,  that  is ,  that  he didn' t  tes t i fy as  to  the amount  3 

of  future innovat ion that  was foreclosed.   That  was an 4 

al legation that  has been raised here.    5 

We would submit  that  that  is  t rue.   That 's  not  the 6 

test imony we were t rying to get  from Dr.  Bloom.  I t  is  not  the 7 

test imony we asked him to give.   There was no reason for  him 8 

to opine on this  point .   Preemption is  a  one-way door and i t  9 

was informed by Dr.  Bloom, the test imony he did give,  but  i t  10 

is  a  one-way door.    11 

We know that  from an absolute art iculation in 12 

Ariosa.   We know that  in  Ariosa i t  tel ls  us  that  you need to do 13 

the Mayo analysis  regardless  of  what  kind of preemption you 14 

are up against .   We know that  preemption is  a  red f lag.   I t  is  a  15 

f lag that  s ignals  unpatentabi l i ty.    16 

But  the lack of preemption,  that  certainly doesn ' t  17 

s ignal  that  there is  no --  the lack of ,  sorry,  non-infringing 18 

equivalents  doesn ' t  s ignal  the absence of an unpatentabil i ty.   19 

You have to go through Mayo.   This  is  the law these days.   So 20 

let 's  look into that  rule.   21 

Your Honor,  Smartf lash suggested that  DDR, that  22 

i t  s tands for  the principle that  claims are deemed val id in  the 23 

absence of preemption.   I t  doesn ' t .    24 
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And ci t ing from DDR, Smartf lash adds contexts  1 

that  dramatical ly change the meaning of the underlying 2 

ci tat ions.   As you can see here,  i t  quotes  DDR at  page 25 of 3 

the Patent  Owner reply in the sect ions highl ighted.   However,  4 

using the analysis  of  the Federal  Circui t  in  DDR Holdings,  5 

claims are s tatutory,  that 's  how i t  says i t ,  when the c laims do 6 

not  at tempt to  preempt every,  every s ingle application of the 7 

idea.    8 

In doing so i t  is  changing the holding.   The quote 9 

doesn ' t  include claims are s tatutory when.  That 's  exact ly the 10 

opposite of  what  we see in Ariosa.   This  is  not  law.   11 

There is  a  lot  of  highl ighting on this  page.   Let  me 12 

go up a l i t t le  bi t .  13 

JUDGE ELLURU:  Counsel ,  can you ident ify what  14 

you have up on the screen for  Judges Plenzler  and Clements ,  15 

please?    16 

MR. RENNER:  Certainly.   I t  is  pages 23 and 24 17 

from the DDR decision.   I t  shows that  the DDR mentions 18 

only,  preemption only once,  otherwise i t  says nothing about  19 

preemption,  is  a  safe harbor for  patent  el igibi l i ty.    20 

I t  tel ls  us  from the highlighted text that  spans 21 

pages 23 and 24 that  the Federal  Circui t  analyzed the claims 22 

of Mayo's  two-step process  despite the lack of non-infringing 23 

al ternat ives.    24 
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In other words,  despi te suggest ions by Smartf lash 1 

to the contrary in this  case,  a  lack of preemption doesn ' t  serve 2 

as  safe harbor for  Mayo.  And non-infringing al ternat ives,  the 3 

exis tence of  them has been in other cases,  including 4 

Ultramercial .    5 

In other words,  despi te the fact  that  you have 6 

non-infringing alternat ives,  this  does not  mean that  there is  a  7 

lack of preemption.   Preemption is  --  i t  is  a  deal .   I t  is  8 

between the idea of  how much are  you asking for  through the 9 

claims that  you have sol ici ted versus how much did you add 10 

to the technological  fabric?    11 

Here they don' t  talk in  the claims at  al l .   We've 12 

talked earl ier  today about  claims don' t  have anything in them 13 

with regard to piracy.   They don' t  have anything within them 14 

about  the process that  was used specif ical ly to  deal  with this .    15 

Instead,  they rely on data being posi t ioned at  a  16 

data carrier ,  for  instance.   And we know that 's  present ,  again,  17 

in Ginter ,  among other things.    18 

We think this  is  the exact  kind of preemption that  19 

you would want  to  avoid in the patent  system.  20 

And if  we go to Ariosa i tself ,  there are a  couple of 21 

sect ions here from page 14 of the Ariosa decis ion.   The f i rs t  22 

one tel ls  us  that  the Federal  Circuit  considered other uses of  23 

the actual  accused exist ,  of  the claimed invention exist .   24 

There was an acknowledgment  in  the f i rs t  f ive l ines on page 25 
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14 --  for  Your Honors that  are remote --  that  there was an 1 

actual  non-infringing use.    2 

Despi te this  the Federal  Circui t  found that  3 

questions of  preemption are inherent  in  resolving a 101 4 

analysis .   I  wil l  quote:   "The Supreme Court  has made clear  5 

that  the principle of  preemption is the basis  for  the judicial  6 

except ions to patentabil i ty.   For this  reason quest ions on 7 

preemption are inherent  and they're resolved by the 101 8 

analysis ."   What  they are tel l ing us is  that  preemption is  a  9 

one-way door.    10 

Most  important ly,  the third sect ion that  we've 11 

quoted here,  i t  is  midway down and I  wil l  quote i t .   I t  says:   12 

"While preemption may signal  patent- inel igible subject  13 

matter ,  the absence of  complete preemption does not  14 

demonstrate patent  el igibil i ty."    15 

Final ly,  Ariosa says that  we need not  resolve 16 

preemption when the claim is  otherwise inel igible under 17 

Mayo.   18 

Where  a patent 's  claims are deemed only to 19 

disclose patent- inel igible subject  matter  under the Mayo 20 

framework,  as  they are  in  this  case,  i t  tel ls  us ,  preemption 21 

concerns are ful ly addressed and made moot .   22 

Judge Plenzler ,  I  think you had i t  exact ly r ight  23 

when you asked the question about overriding.   You said how 24 

does partial  use override conventional  computers  appl ied to 25 
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date,  r ight ,  how does the part ial  use,  and now we' re going to 1 

return to the claim language of part ial  use.    2 

We think that  i t  doesn ' t .   We think that  Ginter  has 3 

been demonstrated on the record to meet  al l  of  the claim 4 

l imitat ions,  perhaps sans claim 32.   And with that  we think 5 

that  Ginter  forecloses not  only patentabil i ty under 102, but  i t  6 

also demonstrates  that  the abstract  ideas that  are captured by 7 

the claims are themselves not  t ransformative.    8 

So even i f  you don' t  apply the 101 analysis  that  9 

we've talked about  earl ier ,  and instead you measure the 10 

ent irety of  the claim with respect  to  the fabric of  the prior  art  11 

and the landscape,  you would,  nevertheless ,  be met  with the 12 

idea that  the precise art iculated means for  these claims 13 

having meaning is  s tored with the part icular  kinds of  data on 14 

a use device at  the user .   And this  is  in  Ginter .  15 

JUDGE BISK:  What  about  the extra l imitat ions 16 

that  Patent  Owner was talking about  in  the claims that  are not  17 

at  issue for  prior  art?    18 

MR. RENNER:  Yes,  Your Honor,  a  few notes  on 19 

those.   Number 1  is  that  those claims we bel ieve are as  20 

abstract  as  the claims that  have been declared to be abstract  21 

otherwise.    22 

The addit ional  l imitat ions that  we're talking 23 

about ,  the not ion of part ial  use,  the not ion of sending data up 24 

to a --  a  system payment  data up to a payment  val idat ion 25 
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system, we don' t  bel ieve these are any less  abstract  concepts  1 

that  are otherwise art iculated by the claims.    2 

So we would say that  these are themselves swept  3 

into the abstraction.   But  beyond that ,  when you take away,  i f  4 

you are  to  meet  the claim with the art ,  Ginter ,  or  through the 5 

removal  of  the abstract ion,  you are left  only with these 6 

elements ,  Your Honor.    7 

And when you are left  with these elements  and 8 

you look at  these relat ive to the prior  art  landscape,  is  i t  the 9 

case that  these elements  on their  own give r ise to  a 10 

t ransformative innovation?   11 

We're talking about  part ial  use versus a ful l  use of  12 

data,  for  instance.   And we don' t  submit ,  for  instance,  that  13 

these are without being met  in  the prior  art  otherwise.   We 14 

should be careful to  make a  note of  this .   We're  s imply 15 

talking,  I 'm right now talking about  a comparison with Ginter .   16 

But  there is  also Gruse.   The expert  test i f ied as  to  17 

the relat ionship of  the Gruse reference to these claims and 18 

this  l imitat ion,  for  instance.   There is  also the analogues 19 

we've al l  talked about ,  Toys "R" Us,  the movies.   The not ion 20 

of part ial  use in  these environments  is  not  outside of  21 

imaginat ion.   This  is  the way the world works.    22 

You make a  use of  something,  as  a  prepaid matter ,  23 

you prepay for  something.   Maybe you only use part  of  your 24 

prepayment .   What  happens in the real  world when that  25 
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happens?  Do you get  back a receipt  for  the remainder of  your 1 

avai lable prepayment?   The not ion of being part ial  use is  2 

every bi t  a  part  of  the commercial  fabric.    3 

Did I  answer your quest ion?   4 

JUDGE BISK:  Yes.   Thank you.   5 

MR. RENNER:  As to abstract  idea,  I  think i t  is  6 

s l ide 16,  we talked a l i t t le  earl ier  about  this ,  the notion of 7 

there being on the record and in the Distr ict  Court  a few 8 

different  art iculat ions of  the abstract ion,  the abstract  idea.    9 

We talked earl ier  about ,  and I  want  to  make sure 10 

that  what  I  said was in context ,  that  while people might  11 

reduce to specific  terminology how they express  the abstract  12 

idea,  we bel ieve that  in  this  case i t  is  qui te clear  there is  an 13 

abstract  idea,  and that  i t  is  sweeping in i ts  coverage,  the idea 14 

of using --  well ,  I  wil l  use the specif ic  words --  enabl ing 15 

l imited use of  paid for  or  l icensed content ,  that  being one 16 

art iculation.   Another the Board noted,  the access  rule plus 17 

val idat ion data for  l imited use.    18 

They are  very s imilar .   Both include payment  for  19 

l imited use.   And the paragraphs of  Dr .  Bloom are consis tent ,  20 

just  less  aggressive in this  case.   So Dr.  Bloom went  with 21 

enabling l imited use of  paid for  or l icensed content .    22 

When we pressed,  to  make sure we weren ' t  being 23 

too sweeping,  but did that  real ly mean that  you can ' t  envision 24 

that  the expansion beyond that  of  features  l ike,  for  instance,  25 
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in the dependent  claims would not also be abstract?  Of  1 

course they would.   I t  is  a  claim-by-claim analysis .   We know 2 

that .    3 

I t  is  hard to have one abstract ion art iculated 4 

appl icable to  al l  of  the different  claims,  and i t  is  not  at  al l  5 

out  of  the question that  you might  have a basel ine art iculat ion 6 

but  that  i t  would expand with dependent  claims of  nominal  7 

import .   And we bel ieve that 's  the case here.    8 

Claim 32, the amount  of  payment ,  that 's  not  an 9 

inventive concept.   I t  is  abstract .   We think that  collapsing 10 

102, 103 and 101 in the way that  has been suggested,  that 's  11 

just  not  --  that 's  not  a  way that  101 has ever been 12 

administered.    13 

Again,  we go al l  of  the way back to the Flook case 14 

and we see that  there was an assumption of val idi ty from a  15 

102/103 standpoint  before 101 was conducted.   I t  tel ls  us  16 

there is  a  difference between them.  I t  tel ls  us  that  the 101 17 

s tandard is  a  higher s tandard.   Sure,  i t  has  to  do with 18 

inventiveness,  absolutely,  but  i t  has  to  be t ransformative.    19 

If  we could go back,  please,  to  the s l ide that  20 

shows the art iculat ion from Alice and Mayo.   Sl ide 6,  I  21 

bel ieve.    22 

Again,  we return to this  language.   You can ' t  23 

disregard this  language.   I t  tel ls  us about  the addi tional  24 
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elements .   You have to t ransform the nature of  the claim into 1 

a patent-el igible invention.    2 

Now, to remove any doubt ,  we want  to  make sure 3 

we have covered Ginter  for  you, because there has been a lot  4 

of  conversat ion about  other systems, but  I  want  to  make sure 5 

that  we've got  a  ful l  grasp of  why Ginter  is  i tself  6 

ant icipatory.    7 

So we go back in the s l ides.   Because once you 8 

see that  Ginter  does what  i t  needs to do,  you wil l  understand 9 

that  the prepayment  example from Ginter  is  a  ful ly 10 

comprehensive teaching.   And with i t  being a ful ly 11 

comprehensive teaching,  there is  nothing left  to  t ransform the 12 

claim.  Not  only i s  i t  lacking of inventiveness;  i t  is  not  13 

t ransformational .   Ginter  is ,  af ter  al l ,  prior  art .    14 

So i f  we could go to,  in  fact ,  s l ide 28.   We looked 15 

at  this  briefly,  but  let 's  look at  i t  a  l i t t le  more  careful ly.   16 

And, again,  the appl iance 600 pulls  payment  data from the 17 

memory cards that  are docked thereon.   18 

Again,  this  is  where you have --  I  want  to  make 19 

sure we understand --  the PEA, a card that  is  held by a user ,  20 

to interface with this  terminal  600.  And the terminal  600 is  21 

able to  pul l  data from that  docket ing part ,  and that  data is  22 

payment  data.    23 

Now, i t  does that  for  the purpose of  negotiat ing 24 

val idat ion of that data.   And i t  gives that  data to  the 25 



Case Nos. CBM2014-00192, CBM2015-00016 (Patent Number 8,033,458); 
CBM2014-00193, CBM2015-00017 (Patent Number 8,061,598); 
CBM2014-00194, CBM2014-00199, CBM2015-00015 (Patent Number 
8,118,221); and CBM2015-00018, (Patent Number 7,942,317) 
 

 195 

clearinghouse --  this  has been briefed --  for  responsibly 1 

retr ieving content  from data suppliers .   The whole point  was 2 

there was a data request  made.    3 

And for wri t ing that  same data once i t  is  required 4 

to the memory cards,  Ginter  describes i ts  VDE server we talk 5 

about .   And the example is  from 224, l ine 66,  to  225, l ine 8,  6 

ci ted in the pet i t ion at  28,  where Ginter  pointed out ,  he said 7 

when a user  needs to access  a part icular  VDE object ,  i t  wants  8 

to  get  to  some data,  what  does i t  do?   9 

Electronic appl iance 600 could issue a request  10 

over the network 672 to obtain a copy of that  i tem.  I t  is  11 

paragraph 64 of the Bloom deck.    12 

If  we go on to s l ide 29,  here again we see  71 13 

shown.  I t  is  important  to  internalize that  the data access  14 

terminal  that 's  shown in f igure 8,  that  i t  can provide the PEA 15 

with connect ivi ty when the PEA is  docked in the terminal ,  16 

and i t  is  being used as  the conduit  to  retr ieve the information,  17 

the payment  information from the PEA and to send that  out  to  18 

the clearinghouse for  prepayment  authorizat ion.    19 

So when the PEA, which includes the SPU 500 and 20 

the removable replaceable memory 2622, down in the middle 21 

of the screen,  when i t  has  --  sorry,  when i t  has  this , as  22 

depicted in f igure 71,  the payment  data and the access  rules  23 

and the content  data coexist  in  Ginter  where?   On the PEA.   24 
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Go back two sl ides i f  we could.   Remember,  we 1 

are pul l ing payment  data from the PEA, the data that  this  user  2 

has,  and we are,  in  response,  at  the data supplier  as  shown in 3 

f igure 5B, receiving this  container, the container f lowing al l  4 

of  the way back to the user .    5 

We know the container has content  on i t  and i t  has  6 

access  rules  on i t .   So now you have payment  data,  content  7 

data,  and access  rule data.   And we know that  Ginter has 8 

disclosed prepayment  as  a scenario.   We've talked about  this  9 

fair ly extensively in our briefing.    10 

What  does that  mean?  That  means when you 11 

submit  the data up from the user  to  the terminal  to  the 12 

clearinghouse i t  is  a  prepayment  that 's  being submit ted,  13 

responsive to which there has got  to  be a credi t ,  some form of 14 

payment  val idat ion that  has got  to be given back to the user  15 

so they can later  get  the data.   I t  is  prepayment ,  af ter  al l .   16 

Otherwise i t  wouldn ' t  work.   One of ski l l  sees  this  in  Ginter .    17 

Now, i f  we move to s l ide 30,  please,  as  part  of  18 

this  prepayment  process ,  an issued buyer request ,  the user  19 

appliance 600, which is  coupled to this  2600 PEA, i t  reads the 20 

information from the PEA and i t  forwards that  information to 21 

the clearinghouse we not ice.    22 

At 63,  l ines 28 to 38 of Ginter ,  which is  ci ted in 23 

the pet i t ion at  25,  page 25,  Ginter  explains that  each VDE 24 

node or other electronic appl iance 600 may include one or 25 
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more of  these SPUs.  And those SPUs can be used to perform 1 

secure processing.    2 

Ginter  describes that  secure processing as  3 

governing usage,  audi ting of,  and payment  for  VDE objects .   4 

And at  column 41,  l ines 7 to  12,  Ginter  discloses that  the 5 

PEA and connected electronic appl iance --  I 'm going to quote 6 

here --  " they can securely exchange information related to a 7 

t ransact ion,  with a credi t  and electronic currency being 8 

t ransferred to a clearinghouse t ransact ion,  informat ion 9 

f lowing back to the PEA."   10 

So you know that you've got  information going up 11 

and being exchanged with the clearinghouse and then you've 12 

got  coming back,  not  only container,  but  the val idat ion data.   13 

Container comes later .    14 

With this  we know that  the PEA has on i t  al l  four 15 

of the elements  that  have been talked about  here.   And we 16 

know i t  is  emulat ing what  happens in pre-Internet  17 

computerizat ion contexts .   This  is  a  design that  is  made to 18 

just  emulate the purchase of ,  in  this  case,  data,  but  other 19 

purchases,  the Toys  "R" Us example,  the Blockbuster  20 

example,  these are al l  very s imilar .    21 

JUDGE ELLURU:  Counsel ,  you have about  four 22 

minutes  remaining.  23 
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MR. RENNER:  Thank you, Your Honor.   I  wil l  1 

t ry to  wrap up here in  a minute because I  know that Apple 2 

would l ike to say just  a  few words.  3 

I  would l ike to go down two sl ides,  32.   I  would 4 

l ike to  ci te  to  and make sure everyone is  aware of ,  at  162:38 5 

to 61,  Ginter 's  disclosure,  we can see i t  says that  the 6 

requested permissions should be given,  permissions.   We're  7 

talking about  regulat ion of access  and s tatus  of  access  8 

permissions.    9 

Go down to s l ide 34.   So focus on the specif ic  10 

language of 1(g),  for  instance,  of  claim '221.   Sl ide 34 shows 11 

several  sect ions of  Ginter  that  collect ively i l lustrate that  12 

Ginter  teaches wri t ing receive data to  a data carrier  in  13 

response to data that  has been requested.    14 

We've provided you with some ci ta t ions here that  15 

help us to  understand that  Ginter  is ,  indeed,  responding to a 16 

val idat ion of data that  is  received by the user 's  device,  the 17 

carrier ,  as  i t  is  claimed.  Here  i t  is  the PEA.   18 

And, of  course,  c laim 2 --  s l ide 36,  please --  19 

which principal ly of  note talks  about  submission of the 20 

payment  val idat ion data to  the data carrier .   Again,  we've 21 

seen already that  the payment  val idat ion comes back down in 22 

a prepayment  s i tuat ion.   We know that  i t  has  to  be submit ted 23 

to the data carrier  in  order to  get  the data.    24 
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Your Honors,  we have a s i tuation here where the 1 

claims of this  patent  do nothing more than emulate that  which 2 

has been done in the brick and mortar  s i tuation.   Natural ly 3 

they have to introduce computer  elements .   Natural ly they 4 

have to talk about  data.   They have to s tore the data to  enable 5 

an emulat ion,  but ul t imately this  is  an emulat ion.    6 

And we know from Ultramercial  that  you cannot  7 

through computerizat ion and Internet ization,  we know 8 

through CyberSource as  well ,  you can ' t  convert  a  claim from 9 

patent  inel igible to  patent  el igible.   Regardless ,  we have 102 10 

reasons to ki l l  claims 2 and 11,  which were also undone under 11 

103 earl ier .    12 

So with that  I  wil l  ask my co-counsel  to  come up 13 

and say a  few words for  Apple.  14 

JUDGE ELLURU:  Counsel ,  you have about  two or 15 

three minutes  remaining.  16 

MR. BAUGHMAN:  Thanks very much, Your 17 

Honor.   I  wil l  be brief .   The law is  clear  there is  no end run 18 

through preemption to the two-part  test  the Supreme Court  is  19 

compell ing be applied for  a  101 analysis .    20 

And under ei ther  art iculation Patent  Owner has 21 

shown that  there is  --  has not  shown any inventive concept  in  22 

what  is  lef t  under Alice Step 2.   I  think what  I  heard Patent  23 

Owner arguing a moment  ago was that  Dr.  Bloom actual ly 24 

supported inel igibi l i ty under what  Patent  Owner was arguing 25 
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was the harder task for  him, and how those abstract ideas 1 

were art iculated,  and so clearly meets  the bar here.    2 

The one point  I  want  to  note for  the Board,  in  the 3 

'221 patent ,  claim 32, I  think I  heard Patent  Owner  saying 4 

that  there is  no analogue to the step I 've t r ied to highl ight  5 

here of  a  condit ion being dependent  on the amount  of  6 

payment .    7 

And I  know, as  Mr.  Renner said,  i t  is  correct  that  8 

this  is  an abstraction,  but  i t  is  also something that  clearly had 9 

an analogue.   The idea of  paying more for  more  plays,  more  10 

copies ,  certainly is  something that exis ted prior  to  the 11 

Internet .    12 

If  you take a look at  Dr.  Bloom's  declarat ion i t  is  13 

there in  paragraph 113, for  example.   That 's  Exhibi t  1003.  He 14 

talks  about  his  extensive experience with watermarking 15 

enabling content  to  be uniquely ident if ied so that  holders  16 

could be compensated based on the number of  purchases 17 

and/or plays of  their  songs.    18 

Dr.  Bloom also walked through the same thing 19 

with Gruse,  and I  wil l  just  quickly highlight  the paragraphs.   20 

Paragraph 38,  Gruse 's  copy of restr ict ion rules;  paragraph 43,  21 

the al lowable number of  secondary copies  and playbacks;  22 

paragraphs 53 to 55 talking about  requesting cost  information 23 

and putt ing things in a cart ;  and then in paragraph 58 using --  24 
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giving pricing information to the user  for  the data i tem and 1 

indicat ing the usage condit ions.    2 

So certainly there is  no t ransformational  inventive 3 

concept  here in  this  l imitat ion,  just  l ike there is  none in any 4 

of  the other claims that  are at  issue here,  Your Honor.    5 

Thank you.  6 

JUDGE ELLURU:  Thank you.  I  want  to  thank 7 

counsel .   These arguments  have been very helpful  and 8 

interest ing.   These cases are submit ted. 9 

(Whereupon, at  4:04 p.m.,  the hearing was 10 

adjourned.) 11 

 


