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United States District Court

Northern District of California

bration v. PayPal, Inc. Doc.

UNITED STATES DISTRICT COURT
NORTHERN DISTRICT OF CALIFORNIA

PAYMENTONE CORPORATION, Case No.: 11v-02186YGR
Plaintiff, CLAIM CONSTRUCTION ORDER
V.
PAYPAL, INC.,
Defendant.

PaymentOne Corporation (“PaymentOne”) alleges infringement of three patents: (1) U.S.
Patent No. 7,080,049 (“°049 Patent”); (2) U.S. Patent No. 7,848,500*’500 Patent”); and (3) U.S.
Patent No. 7,848,504°504 Patent”) (collectively, “PaymentOne’s Patents”). PayPal, Inc.
(“PayPal”) filed a counterclaim seeking a declaration of non-infringement and invalidity for each
PaymentOne’s Patents, and alleging infringement of its own patent, U.S. Patent No. 5,757 8171
Patent” or “PayPal’s Patent”). In response to PayPal’s infringement claim, PaymentOne
counterclaimed seeking a declaration of invalidity and infifingement of PayPal’s Patent.

The parties request that the Court construe nine claim terms/phrases from the fouirpa
suit. On October 5, 2012, the parties provided a technology tutorial. (Dkt. No. 119.) The Cq
a claim construction hearing on December 19, 2012. (Dkt. No. 128.)

Based upon the papers submitted, the arguments of counsel, and for the reasons set

below, the Court provides the following claim construction.
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I. TERMS/PHRASES REQUESTED FOR CONSTRUCTION

The parties seek construction of the following claim terms/phrases:

No. DisPUTED CLAIM TERM/PHRASE

(1) | “communication line”

(2) | “subscriber line”

(3) | “wherein payment is routed to financial card gateway if a validation module

invalidates the transaction” / “selectively route processing of the transaction to a
financial instrument gateway in the event of a validation process not validating tl
subscriber line”

(4) | “financial card gateway “financial instrument gateway”

(5) | “automatically detecting an event indicative of an option to charge the second
transaction to #user using an alternative payment method” / “to detect,
automatically, an event indicative of an option to charge the second transaction
the user using an alternative payment method”

(6) | “billing telephone number (BTN)” / “BTN”

(7) | “determine [first/second] reference subscriber data”

(8) | “the first reference subscriber data corresponds to the second reference subscriber
data” / “the second subscriber data corresponding to the first reference subscriber
data”

(9) | “secure part of said computer system”

(Amended Joint Claim Construction Statement & Prehearing Statement [“Am. Joint CC Statement”
(Dkt. No. 123)] at 37.)

To date, the parties have agreed to the construction of certain terms/phtasesloint CC
Statement at 2; Reporte Transcript of Proceedings dated Dec. 19, 2Q%Pranscript” (Dkt. No.
128)] at 93.) The parties have provided a list of additional terms not requiring construction at

time. (Am. Joint CC Statement at®)?

! Specifically, the parties stipulate that: (1) “automatically” means “without human intervention”;
(2) “wherein the second database is distinct from the first database” means “wherein the first and
second databases arparate databases”; (3) “first [/second] database” does not require constructid
and (4) “comparing the first reference subscriber data to the second reference subscriber data” and
“compare the first reference subscriber data to the second reference subscriber data” shall be given
their ordinary meaning.

% The Court previously issued an order stating that it would construe no more than fourteen t¢
claim construction-six joint terms and an additional four terms per party. (Dkt. No. 95.) In thg
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1L RELEVANT FRAMEWORK FOR CLAIM CONSTRUCTION

Claim construction is a matter of law to be decided by the Court. Markman v. Westvie
Instruments, Inc., 517 U.S. 370, 387 (1996) (Determination of infringement is a two-step ana
first, the Court determines the scope and meaning of the claowds the properly construed cla
are compared to the accused devicH.T.]he role of a district court in construing claims is . . . td
give meaning to the limitations actually contained in the claims, informed by the written descr
the prosecution history if in evidence, and any relevant extrinsic evideAs®rican Piledriving
Equipment, Inc. v. Geoquip, Inc., 637 F.3d 1324, 1331 (Fed. Cir. 20C1aim construction is a
matter of resolution of disputed meanings and technical scope, to clarify and when necessary
explain what the patentee covered by the claims, for use in the determination of infringement.” U.S.
Surgical Corp. v. Ethicon, Inc., 103 F.3d 1554, 1568 (Fed. Cir. 1997). Thus, claim terms ne¢g
be construed “to the extent necessary to resolve the controversyMellman, Inc. v. Eastman Chem
Co., 642 F.3d 1355, 1361 (Fed. Cir. 2011) (citing Vivid Techs., Inc. v. American Scieficg'&
Inc., 200 F.3d 795, 803 (Fed. Cir. 1999).

The starting point in a claim construction analysis is the language of the claims thems
These define the invention that the patentee may exclude others from practicing. Phillips v. 1
Corp., 415 F.3d 1303, 13123 (Fed. Cir. 2005). The general rule is to construe a claim term i
manner consistent with its “ordinary and customary meaning,” which is “the meaning that the term

would have to a person of ordinary skill in the art in question at the time of the invention.” Id. at

1312.
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Am. Joint CC Statement, the parties stated that “[t]he remaining disputed terms are reserved for fu
hearings.” The Court notes it has not authorized any additional claim constructions in this actic

% Once the meaning of a term used in a claim has been determined, the same meaning appli
term for all claims in which the same term appears. Inverness Med. Switzerland GmbH v. Pr
Biomeditech Corp.309 F.3d 1365, 1371 (Fed. Cir. 2002). After a term is construed, the Court’s
construction becomes the legally operative meaning of the disputed terms that governs furthg
proceedings in the case. See Chimie v. PPG Indus., Inc., 402 F.3d 1371, 1377 (Fed. Cir. 20
However, “district courts may engage in a rolling claim construction, in which the court revisits and
alters its interpretation of the claimites as its understanding of the technology evolves.” Pressure
Products Medical Supplies, Inc. v. Greatbatch Ltd., 599 F.3d 1308, 1316 (Fed. Cir. 2010).
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“There are only two exceptions to this general rule [that a claim term has its ordinary and
customary meaning]: 1) when a patentee sets out a definition and acts as his own lexicograp|
when the patentee disavows the full scope of a claim term either in the specification or during
prosection.” Thorner v. Sony Computer Entm’t Am. LLC, 669 F.3d 1362, 1365 (Fed. Cir. 2012)
(quoting Vitronics Corp. v. Conceptronic, Inc., 90 F.3d 1576, 1580 (Fed. Cir. 1998))claim tern]
also will not have its ordinary meaning if the term ‘chosen by the patentee so deprive[s] the claim
clarity’ as to require resort to the other intrinsic evidence for a definite meaning.” CCS Fitness, Inc.
Brunswick Corp., 288 F.3d 1359, 1367 (Fed. Cir. 2002) (quoting Johnson Worldwide Assocs.
Zebco Corp., 175 F.3d 985, 990 (Fed. Cir. 1999)).

Claims must be read in view of the specification, of which they are a part and in a mar
consistent with the patent’s specification. See Markman v. Westview Instruments, Inc., 52 F.3d 9
979 (Fed. Cir. 1995)/°d, 517 U.S. 370 (1996). The specification may act as a sort of dictiong
which explains the invention and may define terms used in the claims. Id. The Court also sh
consider the patent’s prosecution history, if it is in evidence. Id. at 980. The prosecution history
may “inform the meaning of the claim language by demonstrating how the inventor understod
invention and whether the inventor limited the invention in the course of prosecution, making
claim scope narrower than it woultherwise be.” Phillips, 415 F.3d at 1317 (citing Vitronics
Corp., 90 F.3&t 1582-83); see also Chimie, 402 F.8t1384(“The purpose of consulting the
prosecution history in construing a claim is to exclude any interpretation that was disclaimed
prosecution.”) (internal quotations omitted).

Various doctrines of claim construction are implicated by the parties’ arguments below.
“‘[C]laim differentiation refers to the presumption that an independent claim should not be
construed as requiring a limitation added by a dependent tl&nrtiss-Wright Flow Control

Corp. v. Velan, Inc., 438 F.3d 1374, 1380 (Fed. Cir. 20@6illips, 415 F.3ct 1315 (“[T]he
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presence of a dependent claim that adds a particular limitation gives rise to a presumption that the

limitation in question is not psent in the independent claim.”); see NazomCommc 'ns, Inc. v. A‘rm
Holdings, PLC., 403 F.3d 1364, 1370 (Fed. Cir. 2005) (claim differentiation means that limita

stated in dependent claims are not to be read into the independent claim from which they dej
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“[R]eading an additional limitation from a dependent claim into an independent claim would 1
only make that additional limitation superfluous, it might render the dependent claim ihvalid.
Curtiss-Wright, 438 F.3d at 1380.

“Under the doctrine of prosecution disclaimer, a patentee may limit the meaning of a claim
term by making a clear and unmistakable disavowal of scope during prosecution.” Purdue Pharma
L.P. v. Endo Pharmaceuticals Inc., 438 F.3d 1123, 1136 (Fed. Cir. 2006) feituhgnge Int’l,

Inc. v. C-COR Inc., 413 F.3d 1361, 1373 (Fed. Cir. 2005) an@mega Eng’g, Inc. v. Raytek
Corp., 334 F.3d 1314, 13236 (Fed. Cir. 2003)). A patentee may disavow the scope of the
meaning of a claim term by, for example, clearly characterizing the invention in a way to try t(
overcome rejections based on prior art. See, e.g., Microsoft Corp. v. Multi-Tech Sys., Inc., 35
1340, 1349 (Fed. Ci2004) (limiting the term “transmitting” to require direct transmission over
telephone line because the patentee stated during prosecution that the invention transmits o
standard telephone line, thus disclaiming transmission over a packet-switched nétwWdr&e the
patentee has unequivocally disavowed a certain meaning to obtain the patent, the doctrine o
prosecution disclaimer attaches and narrows the ordinary meaning of the claim congruent wi
scope of the surrender. Cordis Corp. v. Medtronic Ave, Inc., 511 F.3d 1157, 1177 supplemer
nom. Cordis Corp. v. Boston Scientific Carpii5 F. App’x 966 (Fed. Cir. 2008) (“an applicant can
make a binding disavowal of claim scope in the course of prosecuting the patent, through arg
made to distinguish prior art referente&iting Conoco, Inc. v. Energy & Envtl. Int’l, L.C., 460
F.3d 1349, 1364 (Fed. Cir. 2006); Pharmacia & Upjohn Co. v. Mylan Pharms., Inc., 170 F.3(d
1376 (Fed. Cir. 1999); and Litton Sys., Inc., v. Honeywell Inc., 140 F.3d 1449, 1458 (Fed. Cir.
1998).

* Seedlloc v. Int’l Trade Comm’n, 342 F.3d 1361, 1372 (Fed. Cir. 2003) (finding the patentee
expresst disavowed floor paneling systems without “play” because the applicant cited the feature
during prosecution to overcome prior aBy// Atl. Network Servs. v. Covad Commc ’'ns Group, Inc.,
262 F.3d 1258, 1273 (Fed. Cir. 2001) (limiting operation of the “transceiver” to the three stated
modes because of clearly limiting statements made by the patentee to try to overcome a prio|
rejection).
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JIIR PAYMENTONE’S PATENTS: CLAIM CONSTRUCTION ANALYSIS

A. First and Second Claim Terms/Phrases — “communication line” (’049 Patent,
claims 8 & 9) and “subscriber line” (°049 Patent, claims9 & 22)

The partiesdispute on these terms focuses on whether it is appropriate to limit
“communication line”” and“‘subscriber line” to a physical connection by wire or cable, or whethe
connection may be wireless hélparties’ proposed constructions are shown below with the key

differences emphasized:

TERM/PHRASE PAYMENTONE’S PROPOSED PAYPAL’S PROPOSED
CONSTRUCTION CONSTRUCTION

communication ling a communication channel that | awire or cable for which a
facilitateswirelessor physical | customer has amccount with a
communication between a local telephone company that
vendor and an electronic physically connectsthe
terminal over avireless or customer’s electronic terminal to
physical communication thelocal telephone company
network

subscriber line a communication channel in th( atelephonewire or cable for
form of a user’s wir eless which a customer has acount
communication line, digital with alocal telephone company
subscriber ling, or cableline that physically connectsthe
that facilitateswvir eless or customer’s telephone or personal
physical communication computer to théocal telephone
between a vendor and an company
electronic terminal over a
wirelessor physical
communication network

1 Parties’ Positions

PaymentOne argues that based on the plain meaning of the terms, the teachin
specification, and the doctrine of claim differentiation, neither iefimited to a “wire or cable”
that “physically connects” a customer’s electronic terminal to the local telephone company. The
Court outlines each dfaymentOne’s three principal arguments in turn:

First, the express language of independent claims 8 and 22 does not restrict the mear

landlines, telephone lines, cables, or any form of a wire connection. PaymentOne concedes
“communication line” or “subscriber line” can be a cable or wire connection, but it need not be.

person of ordinary skill in the art (“POSITA”) in 2001 would have understood it can be either
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wireless or wired, and the woftine” itself has a plain and ordinary meaning that includes both
groups.

Second, PaymentOne argues the express language in the specification teaches that t
electronic terminal (item 24 in Fig. 1, reproduced below) from which a consumer initiates a
transaction may be a cellular telephone. The specification at-@828ovida: “In alternative
embodiments, the machine may comprise a network router, a network switch, a network brid
Personal Digital Assistant (PDA), a cellular telephone, a web appliance or any machine capa
executing a sequence of instructions that specifgm@acid be taken by that machine.” (Emphasis
supplied.) Thus, communications may logically and technically occur over a wireless networ
PaymentOne argues that a POSITA would recognize from this explicit teaching that

communications may be wireless.

VendorMarchant /

a0
I
IRRNN

Local Phone Company

Further support in the specification exists for a broad constructianadéctronic terminal because

the specification describes a PC as an “exemplary form[]” of a computer system that could execute
the instructions therein. (S&&49 Patent, 66:24-28.) In dher words, the patent specification
contemplates that many machines can be item 24 and the Court cannot impose one embodif
which is connected to the local phone company) from the specification as a limitation to clain
across the board.

Third, the doctrine of claim differentiation precludes a limitation to a telephone connec

independent claim 8 based on qualifying language in dependent claim 9. These claims provi
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Claim 8 Clam9

A transaction processing system for processing a A system as claimed in
transaction between a vendor and an electronic termir] claim 8, in which the
connected via aommunication lineto a communication| communication lineis a
network, the system including: subscriber line and the
unique identifier is a
an application interface for providing a user, via the | telephone number
electronic terminal used to carry out the transacti( associated with the
with an option to select payment for the transactiq subscriber line.
from an account associated with tlmenmunication
line to which the electronic terminal is connected,
and receiving a user request entered into the tern
to process payment from the account; and

a modification module connected to the application
interface, the modification module generating a
record which includes a unique identifier associat]
with thecommunication line and communicating
the record to a validation module which validates
transaction based on data associated with the un
identifier, wherein payment is routed to financial
card gateway if a validation module invalidates th
transaction.

(Emphasis supplied.)

Reading claims 8 and 9 together, PaymentOne argues that an association with a teley

number cannot be imported to the bredtommunication line” of claim 8. Further, if the patentee

had wanted to “associate” a “telephone account” with a communication or subscriber line, it knew
how to use such language in the claims. (Comp@&%®Patent, claim 8 (“an account associated
with the communication line to which the electronic terminal is connected”) with claim 9
(“telephone number associated with the subscriber line™).)

PayPal argues that PaymentG proposed construction cannot be correct because the
underlying premise for the 049 Patent and the teachings therein necessarily require a landline and

did not include wireless. PayPal raises three principal arguments in support: first, PayPal arg

> PaymentOne also argues that the inclusion of similar qualifications in other claims show tha
limitation to a“telephone” could very well have been added if the patentee had so intended. (See’049
Patent, claims 17 (“telephone account associated with a subscriber line”’), 21 (“an account associated
with thesubscriber line”) & 27 (“a telephone account associated with the subscriber line”).)
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the *049 Patent was directed to “bill-to-landline”—that is, it purported to allow consumers making
transactions via the interntet charge their home telephone number rather than a credit card. (
’049 Patent, 4:59-64 (“[M]any users are unwilling to submit financial card information to vendors
inter alia, for security reasons. Further, many users who have access to the Internet do not i
possess financial cards (hereinafter referred to as credit cards) and are thus unable to transg
Internet.”).) In order toprovide greater security, “various checks” would be performed to validate
the “subscriber line.” (’049 Patent, 7:34-36; see id., 18:4(%4.) The “communication line” may be
the same or may be different from the “subscriber line,” but in essence, it is the line that
communicagswith the internet. (Se®49 Patent, Abstract.)

Second, PayPal argues fidd9 Patent uses terms that are specific to landlines. *(Bée
Patent, 21:4658.) It also identifies examples in the specification of numbers being either
“[u]nbillable” or “[d]enied” in the validation process because they were from cellular telephones|

(See excerpts frori949 Patent, Tables 2 & 3 (emphasis supplied).)

TABLE 2-continued

Validation & BMA Reply Codes

Code Action Drescription Explanation

187 Unbillable Credit Card Block Auto decline of charges billed to Credit
Card

188 Unbillable Ciroup Number Block Auto decline of attempts from this group.

182 Unbillable Andiotexr Bock Mumber doez mot allow andictext calls.

191 Unbillable Excessive Calling Card PIN hits [hreshold for calling cand attempts has
been exceeded.

191 Unbillable Line Mumber Block Auto decline of all charges to this number

200 Unbillabl Excessive Use - BTN BTN has exceeded threshold

201 Unbillable Excessave Use DN DN has exceeded threshold

202 Unbillabl Excessive Use - AN ANI hos excesded threshold

203 Unbillable Excessive USE - Calling Card Pin Calling Cand Pin has exceeded threshold

220 Unbillable Feature Group A Local telephone switch s Feature Group A

221 Unbillable PBX line Line i iz a PBX line

232 Unbillable WATE line Line i is a WATS line

Y Unbillable HotelMotel Aute Quote w/' lax Hatel/Motel Aune Quote w/ 1ax

X Unbillable Hotel Motel Auto quote wio tax Hatel/Motel Auto quote wa tax

225 Unbillable Dommitory line Line # belonps to a domm

226 Unbillable Hospital line Line number belongs to a hospital

227 Unbillable Centrex line Line number belongs to CENTREX

218 Unbillable Ahemale Service Provider Line # helongs to an allemate service
provider

229 Unbillable POTS line (collect or thind parly Line # is plain old telephone szrvice lines

calls) for business or residential
230 Unbillable Pager & Line number belongs o pager
231 Unbillnble PCSMobile Cellular # Line number belongs to a wineless provider

)
See

n fac
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TABLE 3-continued

LIDB T NP SOURCE TRANSLATIONS for [SP:

LIDB
Resp. Resp. ADNMIN rtfic
Type In Code In ACTION 7 Description rype EBI Code Out

DENY 203 Denied Non billable NXX - DPC table failure. The NFANXX az 180
does not have routing or allow billing, e.g. cellular
{LIDE or Admin, Reply]

DENY 297 Desied AINS: Celular (oellular is distinct from mobile) Ga »
PayPal concludes that these codes show there was no infrastructure for billing cellular teleph
2001° PayPal furthetontrasts “bill-to-landline” in 2001 with the state of cellular phones in the
2006-2007 timeframe, when the *500 and ’504 Patents were filed, noting that these patents
explicitly state in the specification that a “cellular telephone . . . may be used to initiate the
communication.” (’500 Patent, 2:1-4; 504 Patent, 4:13-16.)

Third, PayPahsserts that despite the specification’s alternative embodiment of a cellular
telephone, this referenceti® vague to support PaymentOne’s construction because (i) it is contrary
to the teachings of the patent that necessarily require a landline, and (ii) it does not provide 3
explanation of how the cellular telephone embodiment would be implemented. In sum, a caf
cannot be used to teach away from the entire underlying premise of the patent.

2. Court’s Construction

The Court is persuaded tHatyPal’s construction accurately represents the teachi
the 049 Patent, which contemplated that the electronic terminal from which a consumer initiatg
transaction was a computer connected to a telephone landline. While a technical term in a p,
claim should be construed in accordance with its description in the specification (Phillips, 415
1315, each party here focuses on the most helpful portions of the specification to support its
respective position. The only support for PaymentOemnstruction is the referenced embodimer
64:28-33, which provides thatther than a PC (item 24) “the machine may comprise . . . a cellulg
telephone’ (Emphasis supplied.) In addition, there is the specification language atB3%:24

confirming that the PC is an “exemplary form” of the computer system claimed. Other than the

® PaymentOne responds that the examples of “[u]nbillable” or “[d]enied” codes associated with
cellular telephones in the tables cannot be used to limit claims themselves, particularly wherg
no indication from the tables that all cellular devices are categorically declined. PaymentOng
that the reason for rejection is not dispositive based on these tables; in other words, other re;
have contributed to the reason that the transaction was declined.
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singular reference to a cellular telephone, the specification does not otherwise teach how wir
cellular embodiments were contemplated. On the other hand, PayPal emphasizes certainim
the tables where cellular telephones received unbillable or denied codes in the validation pro
While PaymentOne argues that there is no support that cellular telephones were categoricall
or declined as unbillable, the Court does not find this argument to be persuasive in light of th
description and explanation contained in the tables. Rather, the express teachings of the paf
directed to landline telephones and PaymentOne has failed to identify how a POSITA would
understand the claims to apply to cellular embodiménts.

Based on the foregoing analysis, the Court provides the following constréictions

“communication line” means‘a communication channel over a wire or cable between a
vendor and an electronic terminal over a physical comeation network”; and

“subscriber line” means‘a communication channel over a wire or cable that facilitates

communication between a customer and a telephone company.”

B. Third Claim Term/Phrase — “wherein payment is routed to financial card
gateway if a validation module invalidates the transaction” / “selectively route
processing of the transaction to a financial instrument gateway in the event of a
validation process not validating the subscriber line” (’049 Patent, claims 8 & 22)

The parties dispute whether the process described in these terms/phrases must occuf
automatically. The parties’ proposed constructions are Shown below with the key differences

emphasized:

" While claim 9 expressly references “a telephone number associated with the subscriber line,” this
does not compel the conclusion that claim 8 necessarily embodies cellular telephones.

® While the Court’s constructions become the legally operative meaning of the disputed terms in
future proceedings in this case, the Court reserves the right to modify its claim constructions
trial, if necessary and appropriate. See Pressure Products Medical S&ppliedd at 1316 (“[a]
district court[] may . . . revisit[] and alter[] its interpretation of the claim terms as its understan
the technology evolves”).
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TERM/PHRASE

PAYMENTONE’S PROPOSED
CONSTRUCTION

PAYPAL’S PROPOSED
CONSTRUCTION

wherein payment is
routed to financial
card gateway if a
validation module
invalidates the
transaction

wherein payments
directed to Financial Card
Gateway if the validation
modulenullifiesthe
transaction

wherein payment is routed to a
financial card gateway
automatically when a validation
moduledeter minesthat the
transaction cannot be charged
to thetelephone bill

selectively route
processing of the
transaction to a
financial instrument
gateway in the
event of a
validation process

selectivelydirecting
processing of the transactig
to a Financial Instrument
Gateway in the event of a
validation process
nullifying the Subscriber
Line

when a validation process
determinesthat the

transaction cannot be charged
to thetelephone bill of the
subscriber, automatically route
processing of the transaction tc
financial instrument gateway

not validating the
subscriber line

1. Parties’ Positions

PaymentOne argues that based on plain and ordinary meBayigl’s proposed use

of “automatic” cannot be reconciled with the claim language of “selectively routing.” (SeePlaintiff’s
Opening Claim Construction Brief [“PaymentOne’s Opening Brief” (Dkt. No. 105)] at 9 (citing
Aventis Pharma S.A v. Hospira, Inc., 675 F.3d 1324, 1330 (Fed. Cir. 2012) and Thorner v. S
Computer Entm’t America LLC, 669 F.3d 1362, 13656 (Fed. Cir. 2012) for the proposition that
“stringent” and “exacting” standard for deviating from ordinary scope of claims is not met).) Thus,
no support existfor PayPal’s proposed limitation that the processes occur automatically.

Next, PaymentOne argues that the prosecution file history of the 049 Patent supports its
construction for two reasons. (S@eclaration of Katherine K. Lutton in Support of PayPal’s
Responsive Claim Construction Brief [“Lutton Decl.” (Dkt. No. 109-1)], Ex. G.) First, the January
18, 2005 Notice of Allowance of the 049 Patent reflects that the PTO allowed the claims (then-
pending claims 19 and 38, which became issued claims 8 and 22) as amended by the PTO 4
(Id. at ECF pp. 68.) The amendments included the phrases that the parties now ask the Coul

construe. Th®TO examiner’s statement of reasons in the Notice of Allowance stated as follaws

As per independent claims 1, 15, 19, 29, 34, and 45 the closest prior art of recorq
Grandcolas et al. U.S. Patent 6,332,131 B1, Chen U.S. Patent 5,978,775 A, an
Bouanaka et al. U.S. Patent 6,023,502 A taken either individually or in combination
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with other prior art of record fails to teach or suggest providing a user with an option,
via an electronic terminal used to carry out the transaction, to select payment for th

transaction from a telephone account associated with a subscriber line to which the

electronic terminal is connected, receiving a user request entered into the electron
terminal to process payment from the telephone account, investigating data associatg
with the subscriber line including retrieving information form [sic] a line identification

database (LIDB) and performing a validation process, selectively approving the
transaction dependent upon an outcome of the investigation and selectively routin

processing of the transaction to a financial instrument gateway in the event the

validation of the subscriber line is not validated.

The specific allowable feature, which distinguishes the present invention over the prio
art is that during the process of authorizing a payment utilizing the telephone accoun
if the subscriber line can not [sic] be validated/verified, the system would selectively
route processing of the transaction to a financial instrument gateway. The prior ar
stops the process and notifies the user of the failure to validate instead of automatical
going to another form of payment.

(Id. at ECF pp. 910.)

PaymentOne emphasizes the fact that the PTO examiner explainpddhat “stop[ped] the
process and notifie[d] the user of the failure to validate instead of automatically going to anot
of payment.” (Id. at ECF p. 10.Y[T]his is much different from saying that the systems of claims 8
and 22 require the automatic rerouting of a payment or transaction processing without user
interventionif an initial transaction is not validated.” (PaymentOne’s Opening Brief at 8 (emphasis
supplied).) PaymentOne asserts that the most reasonable interpretation of the allowed clain
they were approved because they offered some or any form of alternative payment, unlike pr
which offered no such option and stopped the transaction entirely. (l.at 8

SecongdPaymentOne emphasizes that despite using the word “automatic” in the statement of
reasons, the PTO examiner elected not to include that language in the amended claims then{
he intended to add such a limitation, he easily could have used such language in the claims.
(Plaintiff’s Reply Claim Construction Brief [“PaymentOne’s Reply Brief” (Dkt. No. 121)] at 6.) Th¢g
use of the wordh other claims of the patent is further support that the decision not to use the
the claims was deliberate.

PayPal counters a prosecution disclaimer occurred and is reflected in the Notice of All
PayPal contends that the routing referenced in the claims necessarily involves a causal relat

if or in the event of an invalidation, then the software must take the action of routing processi
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financial card gateway.PfyPal, Inc.’s Responsive Claim Construction Brief [“PayPal’s Responsive
Brief” (Dkt. No. 109)] at 1314; Transcript at 656 (software and computer systems work by
automatic steps or decision treed)ayPal’s primary intrinsic evidences the “automatic” language
contained irnthe PTO examiner’s Statement of reasons, which PaymentOne accepted as part of]
claim in order to get the paterithis explanation “informs the meaning of the disputed claim
languagé and demonstrates that the patentee “understood the claims to require a causal relationship”

between the steps. (Id. at 13 he “automatic” aspect is what distinguished the claims from prior art.

(1d.)

PayPal nextontends that “selectively” and “automatically” can be reconciled in the context of

the claims. Specifically, claim 2Res the word “selectively” twice to address two conditional sté&

the

DS

() that transactions will be either validated or invalidated based on an investigation, and (ii) anly

those that are not validated will proceed to the routing process to a financial instrument gatey

(PayPal’s Responsive Brief at £36.) In other words, a selective sub-set of transactions (thosg

vay.

whe

the primary payment by telephone number are invalidated) are automatically routed. See Americe

Calcar, Inc. v. Am. Honda Motor Co., Inc., 651 F.3d 1318, 13349Fed. Cir. 2011) (agreeing wit

(133

district court’s claim construction that “‘[i]n response to’ connotes that the second event occur in
reaction to the first event”).'® No further action or information is needed once invalidated for th

routing to occuri.e., it is not optional, it is automatic.

% Claim 22 of the 049 Patent recites:
A computer program product including a medium readable by a processor, the md
carrying instructions which, when executed by the processor, cause the processor to:

provide a user, via an electronic terminal used to carry out a transaction, with an
option to select payment for the transaction from a telephone account associateq
with a subscriber line to which the electronic terminal is connected;

receive a user request entered into the electronic terminal to process payment fron
the telephone account;

investigate data associated with the subscriber line;

selectively approve the transaction dependent upon an outcome of the investigationj

and
selectively route processing of the transaction to a financial instrument gateway in the|
event of a validation process not validating the subscriber line.

19|n American Calarthe Federal Circuit explained: “The language of the claim itself suggests thaf
when a vehicle condition is detected, the processing element identifies a provider automatica
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2. Court’s Construction

The Court is not persuaded by PayPal’s argument that “automatic” is necessary to
clarify that there is a causal relationship between the event of the transaction being invalidatq
routing. The claim language itself explains that routing oodyrs “if” or “in the event of”
invalidation. As such, the wofthutomatic” is not necessary for the purposg“clarity,” as PayPal

argues.

Further, defining the term to inclu¢teutomatic™ is potentially confusing. The parties have

stipulated that the term “automatically” (as used in the 500 Patent) means “without human
intervention.” (Am. Joint CC Statement at 2.) As a consequence and for consistency, a transactio
under PayPal’s construction wouldbe “routed” without human intervention or the transaction would
be processed without human intervention. NotahlyPTO examiner’s failure to include
“automatically” in the amended claim language is significant. The examiner’s use of “automatically”
in the statement of reasons is consistent with the abauéomatic refers to the fact that routing
occurs “if” or “in the event of” invalidation, compared to prior art which would have stopped the
process and notified the user of the failure to valid@te. fact that the 049 Patent proceeds beyond
the invalidation step, whether automatic or otherwise, seems to have been the distinguishing
from the prior art. There is no evidence that the patentee intended to limit the invention to ro
that occured “without human intervention.” See Phillips, 415 F.3d at 1317 (prosecution history
“provides evidence of how the PTO and the inventor understood the patent” and “can often inform thg
meaning of the claim language by demonstrating how the inventor understood the invention
whether the inventor limited the invention in the course of prosecution, making the claim scoj
narrower than it would otherwise’h€citing Vitronics Corp, 90 F.3d at 15823).

Based on the foregoing, the Court provides the following construction:

bd an

poin

uting

and

he

opposed to requiring further user interaction. Further, the specification fails to disclose any
embodiment that requires any type of user interaction prior to identification of a service provig

Thus, the court properly construed the claim terms ‘in response to’ and ‘when’ to require a cause-and

effect relationship.” 651 F.3d at 1340 (internal citation omitted).
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“wherein payment is routed to financial card gateway if a validation module invalidates the
transaction” means “wherein payment is directed to a financial card gateway if a validation mo(
determines that the transaction cannot be charged to the telephdrenioill

“selectively route processing of the transaction to a financial instrument gateway in the event
of a validation process not validating the subscriber line” means “selectively direct processing of th
transaction to a financial instrument gateway in the event that the transaction cannot be char|

telephone bilP’

C. Fourth Disputed Claim Term/Phrase — “financial card gateway” / “financial
instrument gateway” (049 Patent, claims 8 & 22)

The substantive disputeer “financial card gateway” and “financial instrument gateway” is
whether the transaction must be directed to a user or purchaser’s specific credit or debit card. The

parties’ proposed constructions are shown below with the key differences emphasized:

TERM/PHRASE PAYMENTONE’S PROPOSED | PAYPAL’S PROPOSED CONSTRUCTION
CONSTRUCTION
financial card access pointhrough which an entry pointo a financial card
gateway payments can be made using | providersystem that processes
a financial card transactionsinvolving a user or

purchaser’s credit or debit card

financial access pointhrough which an entry pointo a financial instrument

instrument payments can be made using | providersystem that processes

gateway a financial instrument transactionsinvolving a user or
purchaser’s credit or debit card or
other financial instrument

The parties do not significantly disputgh other’s construction of an “access point” versus
“entry point.” Nor do the parties dispute that the transaction or payment is processed using the
financial card or financial instrument.
1. Parties’ Positions
Both parties focus on dictionary definitions to support their respective positions
PaymentOne relies on the Microsoft® Encarta College Dictionary and The American Heritags

Dictionary from 2001 and 2000, respectively, to show that a “gateway” is a generic access point.
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(PaymentOne’s Opening Brief, Exs. 5 & 6.)*' It argues its construction is proper when these
definitions are read in conjunction with “financial card” and “financial gateway.”

Putting aside the dictionary definitions, PaymentOne argues no support exists to impo
limitation to a specific financial card provider that processes transactions with a credit or deb
In fact, the patent itself describes how financial instruments beyond credit or debit cards can
for payment. (Se®49 Patent, 4:51-56 (“a user or purchaser using the electronic terminal 24 enters
financial card details, e.g., credit card, debit card, or any other finamtiainent details . . .”); id.,
5:50-55 & 6:42-47 (stating option of paying by “bank account™).)

By contrastPayPal contends that “financial card gateway” is a term of art, which requires
that the gateway be related to a specific payment system. PayPal relies on the MasterCard
glossarywhich defines “MasterCard Payment Gateway (MPG)” as “[a] gateway hosted by

MasterCard and used for routing and settling commergiayeents between buyers and suppliers.”

(Lutton Decl., Ex. H. at 3.) PayPal argues that this definition shows that the gateway must bée

specific. It also argues that this definition trunfagmentOne’s dictionary definitions, because thg
MasterCard glossary reflects a definition from the relevant technological field, and PaymentC
merely strings together generic dictionary definitions. (PayPal’s Responsive Brief at 16-17.)"
PayPal also refers to two portions of the specification to support its construction. First
’049 Patent at 4:57-58 states: “The credit card gateway 42 may then either accept or reject the
transactiori’ Second, thé049 Patent at 6:37-42 provides “[t]he module 32 checks to determine
whether or not a credit card number is present in the record and, if so, the record is commun

a credit card gateway for processing in a conventional fashion and the procedure terminateg

1 The Court notes that PaymentOne did not submit its exhibits by declaration as required by
7-5: “Factual contentions made in support of or in opposition to any motion must be supporte
affidavit or declaration and by appropriate references to the record. Extracts from deposition
interrogatory answers, requests for admission and other evidentiary matters must be appropt
authenticated by an affidavit or declaration.”

Se a
t car

be u:

merc|

n

. the

cate

as

Civ.
d by
S,
latel

12 paymentOne counters that the MasterCard definition provided by PayPal does not contradict it

own construction. “A person of ordinary skill would recognize that a MasterCard Payment Gatewj
is of course hosted by MasterCard, but would not expect that a generic gateway must also b¢
by MasterCard.” (PaymentOne’s Opening Brief at 11 (emphasis in original).)
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shown as stef02.” (Emphasis supplied.) PayPal concludes that these references support the
MasterCard definition.

2. Court’s Construction

The Court finds that the language of the patent does not require reference to a [spec

process. The term at issue is not particularly technical thereby requiring the narrow construci

offered by PayPal.

on

PayPals arguments are unavailing. The Court is not persuaded that a glossary, created by a

specific card company to refer to internal systems or processes, requires the Court to impose
similarly narrow construction for the purposes of claim construction. Further, while Bxhibit
appears to have been accessed in September 2012, there is no indication when this glossary

relevant definition was prepared, nor whether this glossary was publicly available in 2001.

a

or tl

The specification itself provides that options other than credit or debit cards exist for payme

of transactions. (’049 Patent, 4:5356, 5:50-55 & 6:42-47.) Although these excerpts speak to th

D

providing an additional option of paying by “phone bill,” the possibility of other “financial

instruments” and “bank accounts” indicate that payment need not necessarily be aslimited as PayPa|

suggests. In sum, PayPal has not presented sufficient evidence to limit the claims to a specific cr

or debit card payment system where no such limitation exists in the claim or specification.
For the foregoing reasons, the Court provides the following constructions:
“financial card gateway” means an “access point through which payments can be made using
a financial card”; and
“financial instrument gateway” means “access point through which payments can be made

using a financial instrumerit

D. Fifth Claim Term/Phrase — “automatically detecting an event indicative of an
option to charge the second transaction to the user using an alternative payment
method” / “to detect, automatically, an event indicative of an option to charge the
second transaction to the user using an alternative payment method” (500
Patent, claims 1 & 17)

The parties initially disagree as to whethestghrases require construction. Next, the

parties dispute whether tiplrase “indicative of an option” means the Sysem must “prompt
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presentation” of the option to charge the second transacti®he parties’ proposed constructions are

shown below with the key differences emphasized:

PAYMENTONE’S PROPOSED PAYPAL’S PROPOSED
TERM/PHRASE
CONSTRUCTION CONSTRUCTION

No construction needed
automatically detecting ar, Automatically detecting an | automatically detecting an ever
eventindicative of an eventrelating to the option | that prompts presentation of
option to charge the to charge the second an option to the user to charge
second transaction to the| transaction to the user usin| the second transaction using at
user using an alternative | an alternative payment alternative payment method
payment method method
to detect, automatically, a To detect, automatically, ar to detect, automatically, an eve|
eventindicative of an eventrelating to the option | that prompts presentation of
option to charge the to charge the second an option to the user to charge
second transaction to the| transaction to the user usin the second transaction using al
user using an alternative | an alternative payment alternative payment method
payment method method

1. Parties’ Positions

PaymentOne contends that no construction is required because the plain mear

speaks for itself—when a payment by telephone number is declined, the system detects an e\

ing

ent

indicative of an option to charge the transaction to the user using an alternative payment method,

as a credit card.

PaymentOne agrees with PayPal that the specification does not explain the meaning

bf the

phrases, but notes there is language in the specification relevant to this construction. Namely, the

codes generated by the system in response to the optional use of a credit card are “an exemplary
descrption and explanation.” (’500 Patent, 11:28-30.) PaymentOne argues that PayPal’s proposal to
require an event that “prompts presentation” is unsupported because (i) the specification only referred
to “optional use” and (ii) that reference was intended as an example in the first place, not a manda
As to its own construction, PaymentQargues that equating “an event indicative of an option to
charge” to “an event relating to the option to charge” stays true to the meaning of the claim term

without importing any additional limitations.
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PayPal, on the other hand, argues there is no commonplace @ridalf-meaning for “an
event indicative of an option to charge” and, as such, construction is necessary for a jury’®

PayPal bases its construction on language in the specification’60¢hRatent, 11:33-12:30

In the event of the subscriber lid€ failing the checks carried out on it, the system

10 provides optional use of a credit card and, accordingly, Table 2 sets out codes
which the systemO generates in response to executing a standard credit card enquiry
for a particular transaction.

PayPal argues that, based on this language, the user has to be presented or provided with th
order for the user to choose the option. Thus, it is appropriate to construe the phrases such
system “prompts presentation of an option.” PayPal acknowledges there is no other language in
specification that teaches what the claims mean with regard to these phrases.

2. Court’s Construction

The Courtis not satisfied with either party’s construction. As to the proposed
constructions, the critical differenéseshow to construe what it means to “detect an event indicative of
an option . . ..” (Emphasis supplied.) In the limited context of the phrases proposed for constru
“indicative of” is not readily understandabl@&he parties’ constructions, however, would do little to
aid a jury in understanding what it means for an event to be “indicative of”” an option. Specifically,
the Court finds PayamtOne’s substitution of‘relating to” for “indicative of”” does not clarify the
intended meaning in any manner and theliating to” is equally ambiguous. At the same time, thd
Court is not persuaded that the specification supports a limitation thastéi@ must “prompt
presentation of an optichas PayPal proposes. The insertiéfippompt presentation” is likely to
confuse the jury to the extent that (i) the phrase itself lacks clarity, and‘gii)mpt” has its own
meaning with respect to computers.

The Court believes that when read in the full context of the claims, a jury is more likely

understand what it means for an event to be “indicative of” an option than when reading the propos

e op
that t
the

ction

to

ed

phrase in a vacuum. Based on the entire claim language, it is clear that there are two transagction

first of which is received and charged to a subscriber account associated with the billing telef

13 payPal asserts PaymentOne’s construction is vague, provides no clarity regarding the event
“relating to” the option, and is not based on any evidence or reasoning.
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number. The system detects a second transaction, but also detects that billing to the prior f(]rm of

payment—the account associated with the billing telephone numbes been declined. The sys
detects that this is an event where the user can be provided with an option to charge the sec
transaction to an alternative payment method, and the second transaction is charged to the g
payment method-not the subscriber account. The partifg@sposed constructions, however, do lit
to clarify any step set forth in claims 1 and 17.

At this time, the Court has yet to conceive of alternative language that would remove &
potential ambiguity that exists from the phragelicative of” while remaining true to the intended
meaning of those claims. For these reasons, the Court declines to construe this term withou

to construé‘indicative of” at an appropriate time prior to trial.

E. Sixth Claim Term/Phrase — “billing telephone number (BTN)” / “BTN” (500
Patent, claims1, 10, 17 & 26 and ’504 Patent, claims 1, 43, 101, 102 & 107)

PayPal proposed an amended construction following the completion of claim construc
briefing. (Transcript at 8@2.) The parties submitted supplemental briefs on this term. Each
presents a construction that it believes stays true to the claims in the.p@tensrties’ proposed

constructions are shown below with the key differences emphasized:

PAYMENTONE’S PROPOSED PAYPAL’S PROPOSED
TERM/PHRASE
CONSTRUCTION CONSTRUCTION
“billing telephone | telephone number telephone number billed for a
number (BTNY associated with a billing transaction
and“BTN” account
1. Parties’ Positions

PaymentOne argues thHatyPal’s amended construction attempts to narrow the
meaning of the term in contravention of the doctrine of claim differentiation. (Plaintiff Paymel
Corporation’s Response to PayPal, Inc.’s Revised Proposed Construction of the Terms “Billing
Telephone Number (BTN) / BTN “PaymentOne’s Supplemental BTN Briefing” (Dkt. No. 125)] at
2.) Specifically, PaymentOne asserts that PayPal imposes an muesky-requirement that “a
transaction recited in the claims in which the terms appear be billed to a ‘telephone number’ (i.e., a
telephone account (Id. at 2 (emphasis supplied)Olaim 1 of the 500 Patent refers to “charging of

the first transaction to the subscriber account associated with the BTN.” Dependent claim 4 recites
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“[t]he method of claim 1, wherein the subscriber account is a telephone account.” PaymentOne thug
argues that the subscriber account of claim 1 is not limited to a telephone account. In additig
PaymentOne’s own construction that theelephone number is “associated with” a billing account is
supported becausecamparison of claims 1 and 4 shows that the telephone number “can be
associated with types of accounts other than just telephone accounts (put otherwise, includin
limited to telephone accounts).” (PaymentOne’s Supplemental BTN Briefing at 3.)

PayPal argues that plain meaning supports its construction: a billing telephone numbg
telephone number that is billed. It ass®@dgmentOne’s proposed construction attempts to construe
the term too broadlys “any type of billing account having any telephone number associated with it.”
(PayPal, Inc.’s Reply to PaymentOne Corporation’s Response to PayPal’s Revised Proposed
Construction of the Terms “Billing Telephone Number (BTN) / BTN” [“PayPal’s Supplemental BTN
Briefing” (Dkt. No. 130)] at 1); see Retractable Tech., Inc. v. Becton, Dickinson & Co., 653 F.3
1296, 1305 (Fed. Cir. 20119ourt must “strive to capture the scope of the actual invention, rather
than strictly limit the scope of claims to disclosed embodiments or allow the claim language t
become divorced from what the specification conveys is the invention”).** This is contrary to the
specifications of the *500 and ’504 Patents, which require that the subscriber account associated with
the BTN be a telephone account. (PayPal’s Supplemental BTN Briefing at 2; see’500 Patent, 3:40-
44 & 3:53-64.) For example@aymentOne’s broad attempt to equate a BTN to a telephone number
that is “in some way tied to another billing account (e.g. credit card)” contravenes the specification
teaching that the systefor “validating the billing account associated with the subsctine” is
distinct from processes “using a conventional payment techniques [Sic] such as a credit card, debit

card, bank account details or the like.” (PayPal’s Supplemental BTN Briefing at 3; *500 Patent,

' In Retractable Tech., an independent claicit¢é a “body” a dependent claim recited a “one piece
body.” 653 F.3d at 1305. The Federal Circuit held that the “district court erred when it construed
‘body’ as encompassing bodies composed of multiple pieces” because the specification expressly
recital the invention “ha[d] a body constructed as a single structure, expressly distinguish[ed] the
invention from the prior art based on this feature, and only disclose[d] embodiments that [we]
expressly limited to having a body that is a single piece.” Id. (“construction of “body” that limits the
term to a one-piece body is required to tether the claims to what the specifications indicate th
inventor actually invented”).
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39:41-46.) Lastly, PayPal argues that PaymentOne patents not at issue in this action suppot
billing telephone number must be associated with a telephone account.

2. Court’s Construction

The Court agrees with PayPal. PaymentOne has provided no persuasive reas
billing telephone number is not, effectively, the telephone number billed for a transaction.
PaymentOne’s attempts to define the term being a telephone number associated with a billing
account are likewise unsupported based on plain meaning. Moreover, if the Court were to c(
the term as proposed by PaymentOne, it would create redundancies within the relevant clain
potentially confuse the jury. (See, e§00 Patent 42:18-19 (portion of claim 1 would read:
“charging the first transaction to a subscriber account associated with the telephone number
associated with a billing account™).)

Based on the foregoing, the Court will adBpyPal’s proposed construction of the dispute

phrase, which the Court believes comports wglplain meaning. However, the Court notes that
PayPal’s construction does not take into account that at certain steps of the process, such as when a

BTN is being obtained, the telephone numbét not yet have been “billed.” For this reason, the

Court believes it is gpopriate to include both the future and past tense of “billed” in its construction.

As such, the Court construeStilling telephone number (BTN)” and“BTN” to mean

“telephone number billed or to be billed for the transaction.

F. Seventh Claim Term/Phrase — “deter mine [fir st/second] refer ence subscriber
data” (’504 Patent, claims 1, 43, 101 & 102)

The parties have three disputes over the construction of this term/phrase. The primar
relates to whether the data to be obtained must be “stored” in the database searched. The parties’

proposed constructions are shown below with only the key difference emphasized:

PAYMENTONE’S PROPOSED PAYPAL’S PROPOSED
TERM/PHRASE
CONSTRUCTION CONSTRUCTION
determine obtain [first/second] data | obtain [first/second}tored data
[first/second] associated with a customer about a subscriber
reference subscribe
data

23

t tha

on tf

NSt

1S an

d

y dis|




United States District Court

Northern District of California

1C

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

The remaining disputes are secondary: first, the parties agree that the difference betw
“associated with” and “about” is not significant and each proffers its construction as being morg
understandable to a july. Second, theglispute whether “customer” or “subscriber” is more
appropriate.The parties agree that “determine” means “obtain.”

The claims implicated by this term/phrase recite steps of:

Claim 1 Claims 43, 101, and 102

“searching a first database using the | “[requesting/request] a search of a first
ANI data or the BTN data to database using the ANI data or the BTN datg
determine first reference subscriber| to determine first reference subscriber data”
data” and “searching a second and “[requesting/request] a search of a secon
database using the identification da| database using the identification data and thq
to determine second reference first reference subscriber data to determine
subscriber data” second reference subscriber data”

1 Parties’ Positions

Stored Data: As to the primary dispute, PaymentOne argues that the explicit ten
the’504 Patent do not require the data to be stored. Had a storage requirement been intende

29 ¢c

patentee would have used terms like “retrieve,” “return,” or “inquiry” in the claims, which are
“words that you might associate with data that is stored in a datal{@sanscript at 8334.) To

the extent that the *504 Patent specification refers to “return[ing]” LIDB (line identification

een

msS O

0, the

database) codes after interrogating a database, PaymentOne emphasizes that such embodiment

exemplary and cannot be imported to limit claims in their entirety. ’(®dePatent, 7:26-27 &
7:34-37 and claim 17.)

PayPal responds that data must reside in a datalfas@®al(s Responsive Brief at 21(“If
the data was not stored in the database, then the data could not be obtained by searching th
as required by the undisputed plain language of the clgijn&ayPal further contends that the pl
and logical understanding “dat&d’ supports the storage requirement. See Comcast Cable

Commc'ns Corp., LLC v. Finisar Corp., No. C 06-04206 WHA, 2007 WL 1052821, at *4 (N.D

15 PaymentOne argues that “associated with” provides more clarity and consistency for the jury
because that phrase is used elsewhere in claim 1 and throughout the *504 Patent. PayPal responds that
requiring that data be specifically “about” a customer is in line with other language of the claims—
“[first/second] referencesubscriber data” (emphasis supplied).

24

b dat

ain

Cal.




United States District Court

Northern District of California

1C

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

Apr. 6, 2007) (“Both parties agree that th[e] term [ ‘information database’] indicates some grouping
of data. Lay jurynembers would understand the term ‘information,” and also that a ‘database’ is
stored in some fashion.”). Moreover, the specification refers to a database and thus supports t
plain meaning construction. (504 Patent, 7:34-37 (“[o]nce the LIDB database or ho52 has been

interrogated, it returns industry standard LIDB code3).(emphasis supplied).)

his

“Customer” versus “Subscriber”: PaymentOne argues that there is no difference and the

patent uses tilseterms interchangeably. (See, £:§04 Patent, 1:1517, 41:820 & 41:26-30.) It
prefers he term “customer” because iis easier for a jury to understand than “subscriber.”

PayPal argues that the customer and subscriber are frequently the same person, but {
circumstances where the customer is not the subscriber. This is specifically contemplated by
’504 Patent at 8:45-59, and therefore must be distinguished in the relevant claims as well.
(Transcript at 86.)

2. Court’s Construction

The Court agrees that by necessity the data must be stored under the teaching
patent. PaymentOne’s argument that the absence of terms that are indicative of “data stored in
databases” misses the point. The claims clearly state that the first and second databases are
“searched” with certain data in hand in order to obtain another piece of data. The Court cannof]
conceive, in the context of these claims, how the data could not be stored in the database thj
explicitly searching. The fact that the sought-after data could be obtained from sources othe
the first and second databa$esas not recited by the implicated claims, although it is theoretic
possible that the data also exists elsewhere.

As to use othe word “customer” or “subscriber,” the Court notes that the information to be
“determined” (obtained) is the “[first/second] reference subscriber data.” Construing the phrase to
refer to &‘subscriber” will maintain consistency throughout the claims at hand, which otherwise dg

not reference a “customer.” Moreover, the parties concede that this distinction is unlikely to bear

16 See, e.gTranscript at 90 (“[T]here’s no indication necessarily that the first reference subscriber
data has to come from the database. There could be searching happening potentially. Ther
something else happening.”).
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great significance, since customer/subscriber is either used interchangeably in the patent or
refers to the same person.

Based on the foregoing analysis, the Court adegptBal’s construction and provides the
following construction:

“determine [first/second] reference subscriber data” means “obtain [first/second] stored data

abouta subscriber.”

G. Eighth Claim Term/Phrase — “thefirst reference subscriber data correspondsto
the second reference subscriber data” / “the second subscriber data
corresponding to the first reference subscriber data” (504 Patent, claims1 & 43)

The parties agree that the two pieces of data rmugch” each other, but dispute only
whetherthe data must be “separate.” The parties’ proposed constructions are shown below with only

the key difference emphasized:

TERM/PHRASE PAYMENTONE’S PROPOSED PAYPAL’S PROPOSED
CONSTRUCTION CONSTRUCTION
the first reference subscribg the First Reference the first reference subscribe
data corresponds to the Subscriber Data matches t| data matches the second,
second reference subscribg Second Reference separ ate reference
data Subscriber Data subscriber data
the second subscriber data| the Second Reference the second reference
corresponding to the first | Subscriber Data matching | subscriber data matching th
reference subscriber data | the First Reference first, separ ate reference
Subscriber Data subscriber data

Claims 1 and 43, which were both implicated in the construction of the last term/phras

the following (the relevant phrase is highlighted):
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Clam 1

Claim 43

An identity verification method, the methoc

comprising:
obtaining automatic number identificatior
(ANI) data or billing telephone number
(BTN) data associated with a subscribé
line of a telecommunications network;

obtaining identification data associate
with a subscriber, said identificatior
data being different from the ANI date
or the BTN data,;

searching a first database using the Al
data or the BTN data to determine firs
reference subscriber data;

searching a second database using 1
identification data to determine secon
reference subscriber data;

comparing the first reference subscribg
data to the second reference subscrik
data; and

verifying an identity of the subscriber if
thefirst reference subscriber data
correspondsto the second reference
subscriber data.

An identity verification method, the methoc
comprising:
obtaining automatic number identificatior
(ANI) data or billing telephone number
(BTN) data associated with a subscribg
line of a telecommunications network;

obtaining identification data associate
with a  subscriber, where saig
identification data is different from the
ANI data or the BTN data;

requesting a search of a first database us
the ANI data or the BTN data to
determine first reference subscriber datg

requesting a search of a second datab:s
using the identification data and the firg
reference subscriber data to determit
second reference subscriber data;

comparing the first reference subscriber
data to the second reference subscriber
data; and

verifying an identity of a subscriber based
onthe second subscriber data
corresponding to thefirst reference
subscriber data.

1. Parties’ Positions

PaymentOne asserts that no support exists for a limitation requiring that the firg

PaymentOne also draws on language in other claims and the specification to support

second reference subscriber data be separate from each other. The claims recite steps of s4
first database, then a second database, and after obtaining each piece of data, they are com
claims do not, however, speak to the issue of the reference subscriber data being different.
PaymentOne concedes thiz data “might be different, but . . . they do not have to be, nor do they

have to be separate.” (PaymentOne’s Reply Brief at 11.)

proposed construction which provides that identity may be verified by checking whether data
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of “only one LIDB code.” (PaymentOne’s Opening Brief at 19; see’504 Patent, claim 17 (“The
identity verification method of clairfi, wherein the first reference subscriber data and the seco
reference subscriber data are in a fofitne or more LIDB codes.”); ’504 Patent, 8:16-19
(“processor modul®4 checks to see if the OCN returned from the LIDB H@storresponds with g
known CLEC or if the OCN corresponds with an OFFNET OCN™)* & 8:48-59 (“The system 10 ther]
interrogates an address verification dataldds® compare the address or location data (e.g. a Z
code) supplied by the custontdr with a reference address data as shown at opefdionif,
however, the address supplied by the custdiheloes not match with the address in the verifica
databasd4 . . ’).) Based on this intrinsic language, PaymentOne concludes that the data to |
matched need not necessarily be separate.

PayPal’s construction is based on the fact that the claims recite four pieces of information:
(i) telephone number data; (ii) identification data associated with the user; (iii) first reference
subscriber data; and (iv) second reference subscriberuati the third and fourth pieces of
information being obtained by searching a first and second database. PayPal argues that th¢
separate steps to follow the method of the claims, wherein the first two pieces of information
to identify the third and fourth pieces of information. PayPal acknowledges that the data to b
compared may have the same “substance” or “value.” (PayPal’s Responsive Brief at 25; Transcript at
96 (“You might certainly compare two pieces of information with the same value, but not a piece of
information with itself.””).) However, it seeks to clarify for the jury that these are separate piec
information. See 3M Innovative Properties Co. v. Avery Dennison Corp., 350 F.3d 1365, 137
Cir. 2003) (“The use of the terms ‘first’ and ‘second’ is a common patent-law convention to

distinguish between repeated instances of an element or limitation.”). (See Transcript at 98°)

17 As defined in the patent specification, the CLEC, OCN, and OFFNET OCN each refer to sj
databases.

18 Both parties contend that the other’s construction renders the “comparison” of first and second
reference subscriber data useless. There would be no reason to compare data if they alway
be separate or different, just as there would be no purpose in comparing the same pieces of
information.
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2. Court’s Construction

The Court finds the inclusion of the word “separate” to be unsupported and
unnecessary for PayPal’s stated purpose. The relevant claims recite that two pieces of data are
obtained through separate steps or processamely, that the first and second databases are s¢
such that the system can obtain the first and second reference subscriber data that will be cg
However, adding the wortkeparate” (as PayPal suggests) conveys that the data itself is separ:
the step obtaining the data, and does not recognize, as PayPal acknowledges, that the data
have the same value. As propagad Court finds that addition of “separate” imposes an unintendé
meaning and is likely to confuse the jury. The Court does not believe that the claims need fu
clarification than what the parties have agreedtmt “correspond” means “match.”

Based on the foregoing reasons, the Cadupts PaymentOne’s construction except for the

capitalization of terms contained theréin.

The Court hereby provides the following constructions:

parch
mpa
ate, r
tself
2dl

rther

“the first reference subscriber data corresponds to the second reference subscriberahgta

“the first reference subscriber data matches the second reference subscriber data”; and
“the second subscriber data corresponding to the first reference subscriberedaisthe
second reference subscriber data matching the first reference subscriber data.”

IV. PAYPAL’S PATENT: CLAIM CONSTRUCTION ANALYSIS

A. Ninth Claim Term/Phrase — “secure part of said computer system” (°917 Patent,
claim 1)

The parties disputghe scope of the “secure part” of the computer system in the 917 Patent.

The parties’ proposed constructions are shown below with the key differences emphasized:

1 PaymentOne fails to explain the reason for the capitalization of terms within its proposed
construction.
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TERM/PHRASE

PAaYPAL’S
PROPOSED
CONSTRUCTION

PAYMENTONE’S PROPOSED CONSTRUCTION

Ordinary meaning

secure part of
said computer
system

a portion of the
computer system

Original constructiona private network, such as an
Ethernet network

with restricted

accessibility via the | First alternative constructiorcomputer hardwar e and
quasi-public software running on a private network, such as an
network Ethernet network

Second alternate constructiamputer hardware and
softwar e running on a private network which ispart
of said computer system, such as an Ethernet network

Claim 1 recites the following:

A method for enabling a seller and a buyer communicating over a quasi-publiG
network to initiate a commercial transaction involving a payment of funds by the
buyer to the seller, said method comprising the steps of:

on a computer system coupled to said quasi-public network, receiving a messag
over the quasi-public network from the seller, the seller's message identifying the
buyer and a transaction;

from said computer system coupled to said network, sending a message over th
quasi-public network to the identified buyer, said message to the buyer
identifying the transaction;

on said computer system coupled to said quasi-public network, receiving &
message over the quasi-public network from the identified buyer, said buyer's
message indicating acceptance or refusal of the transaction;

if the buyer’s message indicates approval of the transaction, from a secure part of

said computer system, communicating to an agent of the seller via a secur
communication channel information for permitting the buyer to pay for
transaction;

on said secure part of said computer system, receiving an authorization code fror
the sellets agent via said secure communication channels; and

from said computer system coupled to said quasi-public network, sending &

cryptographically-signed message including the authorization code to the selle
via the quasi-public network.
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1 Parties’ Positions

PayPal argues that its constructieproposed only to the extent that the Court deg
construction necessanyis derived from the language in claim 1 above, which recites two parts|
computer system: the user-accessible (non-secure) portion and the secure part of said comp|
system. While the patent does not expressly define what is secure, PayPal contends that th¢
specification and drawings confirm what was meant by secure and the “secure part of said computer
system.”

PayPal explains thali¢ *917 Patensought to address “security problems” arising from

“sending a credit card number over the Internet.” (°917 Patent, 1:2936.) As shown in Figure 1
(reproduced below), the payment system contains two parts: an above-the-line system and g

the-line system.
r‘|4 |4"t . |4—I |4"1 |4-? FIGl I

USER- 28~L | sER-
ZQ’i BUYER ’ USER ] [ USER ] —_——— USER l TSELLER
T

1
|

L Bl

INTERNET
2

rdD

44 lABOVE THE LINE SYSTEM

T
[]

}BELOW THE LINE SYSTEM I'\42

116~

210

SELLER'S

AGENT # | (n
32 34
{ ( J CREDIT CARD

[ ISSUER I l LACQUIFIIER J— BUREAUS

N30

(Emphasis supplied.)

Figure 1 indicates that the above and below-the-line systems are separated B4 adllssl
firewall. (917 Patent, 3:5167.) The firewall “isolates the above-the-line systerd0O from the below]
the-line systerd2” and “permits limited communication” between the two systems, “but prevents
unauthorized access to the below-the-line sygi2through the above-the-line systd®” (I1d.) Th
firewall “provides security for the information contained on the below-the-line systerd2 and
prevents hackers on the Internet from entering the below-the-line s§2t@mthe above-the-line

system.” (Id.) Put another way/|tlhe above-the-line systed® relates to the computer hardware
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software on the non-secure side of the firewdland the below-the-line systedf relates to the
computer hardware and software on the secure side of the firtklwallld. (emphasis supplied).)
The specification further teaches that the above-the-line computer system alinseathe-
line a software programhat “provides for communication with users 14 of the Internetli2.” (See
’917 Patent, 4:4652 and Fig. 3, reproduced below.) The below-the-line system runs its own
program, which i$physically separate and isolated” from the above-the-line program. (Id., 4:53.
The communications between the above and below-the-line progeants‘via the private network

53 (Id.)

FIG. 3 e
B in S e oumR R L o ——
= = r INTERRET 1 BN E
[ e a
20 L4 Mg o
ABOVE-THE, ABOVE-THE- a0
LINE LINE
Ell pPrRoGRAM [~%C
DATA FILES
H-50
r44
r~53
[BELOW-THE- [BELOW-THE-
LINE LINE | _gp
14
DATAFILES PROGRAM 52
i Laz

“The below-the-line progran®2 receives information from and sends information to the
above-the-line progra®0 by means of batch processing. This comprises, in part, the firewall
44 and results in an inherently safe method of communicating between the publicly accessibl
the payment system, i.e. the above-the-line sydt&rand the secure part of the payment system
the below-the-line systed?.” (ld., 4:57-65 (emphasis supplied).)

Based on this intrinsic evidence, PayPal argues that “secure part” of the system cannot be the
part of the system accessible to internet users. It must be the portion that the patent figures
specification refer to as the below-the-line system. (8gRaR Inc.’s Opening Claim Construction
Brief [Dkt. No. 104] at 1820, PayPal, Inc.’s Reply to PaymentOne Corporation’s Responsive Claim
Construction Brief [Dkt. No. 122] at 8.)

In contrast, PaymentOne argues that the specification, figures, and doctrine of prosec

disclaimer support its constructionBaymentOne’s initial construction defined the “secure part of
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said computer system” as “a private network, such as an Ethernet netw&tkPaymentOna briefing
argued that PayPal sought a constructimder which both the quasi-public network and the secur
part of the computer system are the intefn@@aymentOne’s Responsive Brief at 3 (emphasis
supplied)) According to PaymentOne, “[t]he point . . . is that the secure part of the computer system

is a private network connectiemotthe internet.” (Id. (emphasis in original).)

To supporits initial construction, PaymentOne emphasized that the patent describes figure:

the patent such that “[t]he above-the-line computeB0 and below-the-line computéR are connecte
together via a private network. In a preferred embodiment, the private network is an Etherne
network.” (’917 Patent, 4:58.) Further, the specification teaches that “[t]he below-the-line
computer52 is connected to the above-the-line comp&@by means of Ethernet cable. The beld
the-line computeb2 also has a Novell LAM1 that provides a secure communication link apart 1
the Internet.” (1d., 4:21-24.)
At the claim construction hearing, PaymentOne seemed to shift its argument to differe
portions of the specification to show that certain steps of claim 1 must occur on a private nety
opposedo the internet. Specifically, the specification states that “[t]he communication 250 to the
selle’s agent 115 is performed off the Internet on secure communication chahngfd.7 Patent,
10:56-58; Transcript at 105.) As such, PaymentOne argued that the secure part of the syste
“really limited to a transaction which the bank card processor, which is the seller’s agent, such as
Visal[,] is communicating on a private network. And that is whatgitgposed construction reflects.”

(Transcript at 105d. at 106 (in “Figure 1 where the communication between the seller’s agent and

20 payPal argues that PaymentOne’s initial construction of “a private network, such as an Ethernet
network” eliminates the requirement that the “secured part” be of a “computer system.” (PayPal’s
Reply Brief at 7.) It also argues that PaymentOne’s initial construction reads out the embodiments
that the computer system must run programs and store data files. (Transcriptlt@8102n

response, PaymentOne proposes its first alternative constructtmmputer hardware and softwafe

running on a private network, such as an Ethernet network”—to clarify that a computer system is
running on the private networkPaymentOne Corporation’s Response to PayPal, Inc.’s Opening
Claim Construction Brief [“PaymentOne’s Responsive Brief” (Dkt. No. 108)] at § Transcript at 107]
To the extent that the Court may still have concerns over whether a jury would understand th
hardware or softwarnes part of the computer system, PaymentOne proposes its second alterng
“computer hardware and software running on a private network which is part of said computer
system, such as an Ethernet network.” (Transcript at 108.)
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the payment system is happening off of the internethdf§ the secure part in contradistinction to
the quaskublic network, which is the internet.”).)

PaymentOne also argues that the doctrine of prosecution disclaimer supports its cons
PaymentOne assettst “the patentee initially attempted to claim a system without the requirement
that ‘communicating to an agent of the seller’ and ‘receiving an authorization code’ occur on a private]
network.” (PaymentOne’s Responsive Brief at 6.) PaymentOne attached to its Responsive Brief al
document purporting to show that “[o]n February 5, 1997, the Patent Office rejected [the patentee’s
initial claims] as being unpatentable in light of prior art, and, in response, the patentee ameng
claims to include a clear delineation between steps that occur on the quasi-public network ar
that occur on a secure part of the computer system.” (Id. & Ex. A at 2.¥* PaymentOne then
concludes that by including tlfeecure part of the computer system,” the patentee disavowed any
system where the communication to the seller’s agent or receipt of the authorization code occur over
the internet. KaymentOne’s Responsive Brief at 6.)

PayPal responds thBiymentOne’s reliance on the specification at 10:56—60 only proves tha
PayPal’s construction is appropriate. Claim 1 recites certain steps that occur from the “secure part of
said computer system,” but it separately recites as a claim term that certain communications with the
seller’s agent occur “via a secure communication channel” or “via said secure communication

channels.” The pertinent language reads:

if the buyer’s message indicates approval of the transaction, from a secure part of said

computer system, communicating to an agent of the seller via a secure communicatid
channel information for permitting the buyer to pay for transaction;

on said secure part of said computer system, receiving an authorization code from th
seller’s agent via said secure communication channels . . .

(’917 Patent, 12:6867 (emphasis supplied).) PayPal argues that the secure part of the compy
system and the secure communication channels are different. (Transcript‘@ili®%¢cure

communication channel . . . is not the secure part of the computer $ygtem.

%L The Court notes that, again, PaymentOne failed to comply with the Local Rule requiring th
documents be authenticated and submitted by declaration. Civ. L.R. 7-5.
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2. Court’s Construction

The Court agrees with PayPal that no construction is necessary. At this time, 1]
party proposes a satisfactory construction and the Court nonetheless finds that a jury will undg
what is meant by the “secure part of said computer system” in the context of the entire claim.

As to the meaning of thesecure part of said computer systethe Court generally agrees
with PayPal’s arguments in support of ordinary meaning and its construction. HovPay@s]’s
proposed constructieras drafted-also risks confusing the jury, and for that reason, the Court
declines to adopt it. Based on the teachings in the specification, a jury can understand what
“secure part of said computerystem” without construction. The specification and corresponding
figures teach that the below-the-line system, as shown in the figuresonyatered the “secure side
of the firewall” and the “secure part of the payment system.” (917 Patent, 3:567 & 4:53-65.) Th¢q
specification further teaches that the above-the-line system is the publicly accessible part of {
payment system. (Id., 4:462.) The existence of dual above and below-the-line systems is
consistent with the language in claintht the “computer system [is] coupled to said quasi-public
network”—i.e., the internet. The steps whiarparticular messages occur from a secure part of
computer system does not negate that there is still an above-the-line part of the system that
to the internet. Even if the preferred embodiment for the connection between the above and
the-line systems is an Ethernet (privatefwork (917 Patent, 4:5-8 & 4:21-25), as argued by
PaymentOne, this does nanli necessarily the rest of the below-the-line system from being se

Further, the Court agrees with PayPal that the “secure communication channel[s]” and*“secure
part of said computer system” are not the same. Rather, they are separate claim terms in claim
wherein claim Zkxplicitly references the “secure part of said computer system” as distinct from the
“secure communication channel[S]” through which information is exchanged with the seller’s agent.
(’917 Patent, 12:60-68; eid., 10:50-62 (“below-the-line systerd2 communicates with the seller’s
agent” which is “performed off the Internet on secure communication channels”).) Consistent with
the specification teaching that the below-the-line systemn, the secure part of the computer
systerr—hassecure communications with the seller’s agent, the secure channel communication

cannot be the entire secure part of said computer system, as PaymentOne argues. (See Trg
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105-106 (arguing that communication between seller’s agent and payment system is the “secure part”
of the computer system).)

As to PaymentOne’s proposed constructions, the Court finds that each construction fails tqg
provide any clarity as to what was meant by the “secure part of said computer systémnd
unnecessarily focuses on the location of various steps of claim 1. Each construction refers tg
“Ethernet network,” which is itself neither defined nor explained and may be confused with the term
“internet.” Further, two of PaymentOne’s proposed constructions insert the phrase “computer
hardware and software running on a private network,” which is inherently confusing and
cumbersome. These constructions will not aid a jury in understanding that there are two port
the computer system: an above-the-line part coupled to the internet and a below-the-line par
secure.

As to PaymentOne’s prosecution disclaimer argument, the Court is not persuaded that Exh
A supports the specific constructions proposed by PaymentOne. PaymentOne ardthes that
patentee disavowed any system in which the steps of ‘communicating to an agent of the seller’ and
‘receiving an authorization code’ occur over the interneft. (PaymentOne’s Responsive Brief at 6
(emphasis supplied).) The Court agrees that language in the specification supports the argu
communicationsvith the seller’s agent must occur off the internet on secure communication

channels. (Se®17 Patent, 10:56-61 & 11:26-32; seeExhibit A to PaymentOne’s Responsive Brief

D an

ions

that

ibit

ment

at 9 and Remarks 1 A.) However, Exhibit A does not support imposing an additional limitation of :

“private network” for the “secure part of said computer system.” There is no indication that the PT]
examiner found the specific location of a “private network™ to be dispositive in allowing the claim
The Court notes that PaymentOne’s arguments appear to be directed to defining“secure
communication channel information” or “secure communication channels,” but does not directly
address what is meant by the “secure part of said computer system.”

Based on the foregoing reasons, the Court declines to construe this term as proposed
partybecause there is a plain meaning of “secure part of said computer system” that is
understandable by a jury. The Court will consider further construction of this term, if necessg

appropriate time prior to trial.
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V.

CONCLUSION

claim terms/phrases:

For the reasons set forth above, the Court provides the following construction of the d

DisPUTED CLAIM TERM/PHRASE CONSTRUCTION
(2) a communication channel over a wi
L or cable between a vendor and an
communication line . ) )
electronic terminal over a physical
communication network
(2) a communication channel over a wil
. . or cable that facilitates
subscriber line o
communication between a custome
and a telephone company
3) wherein payment is directed to a
wherein payment is routed to financial car( financial card gateway if a validatior
gateway if a validation module invalidates | module determines that the
the transaction transaction cannot be charged to th
telephone bill
. : selectively direct processing of the
selectively route processing of the . : o,
: . 7 transaction to a financial instrument
transaction to a financial instrument gatew :
. o gateway in the event that the
in the event of a validation process not :
A . . transaction cannot be charged to th
validating the subscriber line )
telephone bill
4) financial card gateway access point thrt_)ugh vyhlch paymen
can be made using a financial card
access point through which paymen
financial instrument gateway can be made using a financial
instrument
(5) automatically detecting an event indicative
of an option to charge the second transact :
. . No construction necessary
to the user using an alternative payment
method
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DisPUTED CLAIM TERM/PHRASE CONSTRUCTION
to detect, automatically, an event indicativ
of an option to charge the second transact .
. . No construction necessary
to the user using an alternative payment
method
(6) - telephone number billed or to be
billing telephone number (BTN) and BTN billed for the transaction
(7 determine [first/second] reference subscrilj obtain [first/second] stored data abo
data a subscriber
(8) the first reference subscriber data the first reference subscriber data
corresponds to the second reference matches the second reference
subscriber data subscriber data
. .| the second reference subscriber dat
the second subscriber data corresponding . .
. ) matching the first reference
the first reference subscriber data :
subscriber data
(9) secure part of said computer system No construction necessary

The Court hereby schedules this matter for a Case Management Conference on Mong

September 16, 2013, at 2:00 p.m. in Courtroont e parties shall file an updated Joint Case

Management Statememirsuant to this Court’s Standing Order in Civil Cases and the Civil Local

Rules.

Date: August 2, 2013

I T 1SS0 ORDERED.

Lypone

UYVONNE GONZALEZ ROGERS
UNITED STATES DISTRICT COURT JUDGE
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