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bgy Development, LLC et al v. bwin.party digital entertainment PLC et al

UNITED STATESDISTRICT COURT

DISTRICT OF NEVADA

)
CG TECHNOLOGY DEVELOPMENT, LLC)
et al, %

Plaintiffs. g 2:16cv-00871RCJIVCF
)

VS. ) ORDER

BWIN.PARTY (USA), INC. et al, %
)
Defendars. )

This case arises out tifeallegedinfringement ofelevenpatens relating to online
gambling Pending before the Court are a motion to reconsider and a motion to dismiss.
l. FACTS AND PROCEDURAL HISTORY

Plaintiff CG Technology Development, LLC (“CG Tech”) is a wholly owned subsidig
of non-party CG Technology, L.P. (“CG”), which provides technology solutions for lpttery
gamirg, racing, and sports wageringirst Am. Compl. 1 2, ECF No. 33 “[CG] specializes in
providing secure, scalable, mobile technology and risk management solutions eteategr
resorts, gaming partners, race and sports books, and lottery industtig¢s.CG and CG Tech
produce mobile phone applications for real-money and social casino gaming, s acelbant-

based wagering system#l.§.
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CG Techis the assignee of U.Batent NORE39,818.Plaintiff Interactive Games
Limited (“IG Ltd") is the assignee of U.S. Patent Nos. 6,899,628; 6,979,267; 8,342,924
7,029,394and 9,111,417Plaintiff Interactive Games LLC (“IG LLC")s the asgineeof U.S.
Patent Nos. 7,534,169; 8,771,08814,6649,355,518and 9,306,952 Plaintiffs have sued
Defendants Bwin.PartRigital Entertainment, PLC (“Bwin”)Bwin.Party (USA), Inc. (“Bwin
USA”), andBwin.Party Entertainment (NJ), LLC (“Bwin NJ”) in this Court flirect and willful
infringement via operation of its various online casino games. Bwin USA and Bwirkétl as
the Court to dismiss the infringement claims as to the ‘058, ‘664, ‘518, and ‘952 Patents b
on unpatentability under 35 U.S.C. § 70The Court denied the motiomefendants have
asked the Court to reconsider and hseparatelyasked the Court to dismitize claims of
infringement of the ‘818058, ‘664, ‘518, and ‘95Patents for failure to state a claim.

. DISCUSSION

A. Motion to Dismiss

Plaintiffs argue thaRule 1Zg) prevens the present motion due to Defendafdgure to
raise the challengdsought now in their previous motion under Rule 12@lgaintiffs are
correct. Aparty waives challenges omitted fronfirat motion under Rule 1Z[e]xcept as
provided in Rule 12(h)(2) or (3)SeeFed R. Civ. P. 12(g)(2). Rule 12(h){3rovidesthatthe

defense of failure to stateclaim inter alia, may be raiseth a pleading, at trial, or in a motion

1 The Court has already ruled in a related daseight by Plaintiffs against anotrdefendant
thatthe claimsof the ‘924, ‘267, ‘628,394, ‘417, and ‘169 Patenésserted in that casesre
invalid under 8 101.9eeOrder, ECF No. 36 i€G Tech. Dev., LLC v. Big Fish Games, |nc.
No. 2:16€v-857). The Court ruled that the ‘818 Patent was not invalid under § 1Glsand
gavePlaintiffs leave to amend to alleg&ringement of claims not depending from the invalid
claims.(See id).

2 Rule 12(h)(3), which concerssibjectmatterjurisdiction is inapplicable here.
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cfor judgment on the pleadings under Rule 12%egFed. R. Civ. P. 12(h)(2). Defendaritave
not made anotionunder Rule 12(c), nor cdhe Courtso treathe present motigrbecause
Defendantdiave not yet answeregdnd such a motion may only be made after the pleadnegs
closed SeeFed. R. Civ. P. 12(c). Defendants argue that judeffadiency counsels theady
dismissal of the claimsuib the Courtmaynot countermand the Civil Rules in thame of
judicial efficiency. Ratherhie Court agrees with the reported opiniomaister district court
that a successive motion to dismiss is not permitteen wher@ complaintis amended after thg
previous motion is filed (which is not even the case hetelpng as the basis for the latter
motion was available by virtue of the operative version of the complathe time of the
previousmotion See Northstar Fin. Advisors Inc. v. Schwab 1ni385 F. Supp. 3d 1059, 1070;
71 (N.D. Cal. 2015) (Koh, J.). The Court denies the motion to dismiss.

B. Motion to Reconsider

Defendantsargue that the Court should have ruled the ‘058, ‘664, ‘518, and”atghts
to bepatentineligible under 8 101 Theyargue that the Couapplied the concept of
abstractness too narrowdy the firstAlice Corp.step They also argue that the Courtding is
inconsistent with itsuling in CaseNo. 2:16€v-857, finding the ‘924, ‘267, ‘628, ‘394, ‘417, an
‘169 Paents to be invalid under § 101.

Commentators have noted the lack of clarity in the testlistractnesshallengesinder
8 101.Seege.g, Shane D. Andersoigoftware, Abstractness, and Soft Physicality Requireme
29 Harvard J. L. & Tech. 567, 572—74 (2018heAlice Corp.Courtruled that the

implementation of an abstract idea (such as an algorithm) onto a general purposeradichput

D

nts

e

not provide a necessary “inventive concept” to make the use of the idea patentable, buttthe C
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did not definé'abstract idea” apart from giving examples from prior case Brady P. Gleasgn
Don’t Give Up Section 101, Don’t Ever Give b Cath. U. L. Rev. 773, 790 (2016).
Plaintiffs argue that thalice Corp.Court “found that a ‘physicalmplementation of an
abstractdea by a computer was ‘beside g@nt.”” (Mot. Recon. 3 (citincAlice Corp. Pty. Ltd.
v. CLS Bank Int;]l134 S. Ct. 2347, 2358-59 (20)4)What theAlice Corp.Court found to be
“beside the point,” however, was not the physical implementation of abstract eteaslty, but
rather thesimple fact that a gener@omputels itself a physical objecGee id.That fact did
nothingto change the fa¢hat the physical computer was being ugecklyin its capacity as a
generalized computing deviceperformabstract calculatian See idat 2359.In the present
case, the geolotian step ofthe relevant claims &g a physical componetitat is lackingn
Alice Corp-type claims.The geolocation steig aconcrete taskequiring physical activity
beyondthat necessarily attendantttee computing (thinking) capabilities of a generic computg
Plaintiffs alsoread a rule intéhe Court of Appeals’ dictum iAffinity Labs. offex., LLC v.
DIRECTV, LLC 838 F.3d 1253 (Fed. Cir. 2016) that the Court does not perceive, and whig
would conflictwith decade®ld case lawpreserving thelistinctionbetweerthe tests for
patentabilityand anticipationSee infra In Affinity Labs, the Court of Appealmvalidateda
patent that “claim[edfhe general concept of eaf-region delivery of broadcast content throug
the use of conventional devices, without offering any technological means dineffiaat
concept.”ld. at 1262. Also, the claims [weje directed not to an improvement in cillu
telephones but simply to the use of cellular telephones as tools in the aid of a fomcssds on
an abstract ideaThat is not enough to constitute patentable subject midtierThe Court of

Appeals’ commerst concerninglongstanding businessamtice” weremade in recounting the
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holding of the lower court ara similar holding othe Court of Appeals ia previous case
concerninghe patentability obusiness practices.

The Court of Appeals has addressdabtractnessinceAlice Corp. In In re Smith the
Court of Appealsffirmed the rejection of a patent claim directed to a casino gaherAlice
Corp. See815 F.3d 816, 819 (Fed. Cir. 2016). The applicant had attempted to patent a me
for dealing a card gamenhile accepting and payirggts, as in a casinBeed. at817—-183
Applying the two-step test undatice Corp, the Courtof Appeas first found thatrulesfor
conducting a wagering game” constituted an abstract 8kssd. at818-19. In affirming the
examiner’s rejection of the clainha Patent Trial and Appeals Board had correctly noted thg
“[a] wagering game is, effectively, a method of exchanging and resolviagdial obligations
based on probabilities created during the distribution of the caddgdlterationin original).
Methods of conducting wagering games were just as abstract as methotisanigaxg financial
obligations and hedging risld. at 819 (citingAlice Corp, 134 S. Ct. 234'Bilski v. Kappos
561 U.S. 593 (2010)). The Court of Appeals noted thabits“cases have denied patentabilit
of similar concepts as being directed towards ineligible subject mattefciting OIP Techs.,
Inc. v. Amazon.com, Inc¢/88 F.3d 1359, 1362 (Fedir. 2015) (finding offerbased price
optimization abstractgert. denied136 S. Ct. 701 (2015Rlanet Bingo, LLC v. VKGS LLG76
Fed.Appx. 1005, 1007-08 (Fe@.ir. 2014) (determining that methods of managing a game q
bingo were abstract ideds)lhe Court of Appeals then found that the claim contained no
inventive concept sufficient to transform the abstract ideaaimatent eligible applicatiosee

id. The Court of Appeals rejected the argument that the requirement of shufflimaling

3 Although the patent applicatiavas titled “Blackjack Variation,” the clai at issueappeardo
have beedlirected toa variation obaccaratSee id.
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physical playing cards was sufficiebecause, like the recitation of computer implementatior

Alice Corp, shuffling and dealing a standard deck of cards was a “purely conventioifijp! step

See id.

The Court has nathangedts opinionthat the best test for abstractness under the firsf
Alice Corp.step is whether th@ventioncan be practicedntirelyin the mind of a sufficiently
intelligent person:

Such a method that can be performed by human thought alone is merely an abstrag

ideaand is not patergligible under 8 101.Methods which can be performed

entirely in the human mind are unpatentable not because there is anything wrong

with claiming mental method steps as part of a m®centaining nomental steps,

but rather because computational methods which can be performed entirely in the

human mind are the types of methods that embody the “basic tools of scientific and

technological work” that are free to all merdaeserved exclusively to none.
CyberSource Corp. v. Retail Decisions, Ji§54 F.3d 1366, 1373 (Fed. Cir. 201dijing
Gottschalk v. Bensod09 U.S. 63, 67 (1972fjootnote omitted) This interpretation comports
with nearly halfa century ofcase lawSeeid.; Parker v. Flook437 U.S. 584 (1978¥ottschalk

409 U.S. 63. The Supreme Court hatd however, that processes containing one or Isiees

that can be conducted in the abst(aoch as mathematical formulag® not unpatentable unde

8 101 so long ai is not theabstract conceptiemselves that asought to be patented atie
processought to be patented is radistract as whole.See Diamond v. Dieh450 U.S. 175,
191-92 (1981) (refusing to invalidate a claim for a method of molding rubber simply béwuad
claim recited mathematical formulaeAs this Court has noted, the cases stand for the

proposition that the recitation of a generic computer doesaké patentabla proess that is
otherwise unpatentable under § 101, but not for the putative inverse proposition that the

recitation of a generic computerakes unpatentable a proctsat is otherwis@atentable under

8§ 101.See idat 187 (“[A] claim drawn to subject matter otherwise statutory does not become
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nonstatutory simply because it uses a mathematical formula, computer progdagitab
computer. . . . It is now commonplace thabaplicationof a law of nature or mathematical
formulato a known structure or process may well be deserving of patent protecimmgid S.
Chisum, 1 Chisum on Pater§<l.03[6], at 1-182 (2016) (“[I]Alice Corp.. . . the Court held
that attaching a requirement of computer implementation to methodsclainwould not render

the claims patent eligible if the method was otherwise a patent ineligible abstragt idea

distinct, citing theclearly expressed intent in t&enate Report on the 1952 Patent that

8 101’s “novelty” requirement was to be interpretydvay ofthe standardslucidated under

§102:

TheDiamondCout also made clear th#te tests foabstractnesandanticipationare

In determiningthe eligibility of respondentstlaimed process for patent
protection under 8§ 101, their claims must be considered as a whblés
inappropriate to dissect the claims into old and new elements and then to ignore the
presence of the old elements in the analy$iss is particularlytrue in a process
claim because a new combination of steps in a process may be patentable even
though all the constituents of the combination weed known and in common
use before the combination was madghe “novelty” of any element or steps in a
process, or even of the process itself, is of no relevance in determining whether the
subject matter of a claim falls within the § 101 categories of possibly patentable
subject matter

It has been urged that novelty is an appropriate consideration undér 8§ 10
Presumably, this argument results from the language in 8§ 101 referring to any “new
and useful” process, machine, etc. Section 101, however, is a general statement of
the type of subject matter that is eligible for patent protection “subject to the
conditions and requirements of this title.Specific conditions for patentability
follow and 8§ 102 covers in detail the conditions relating to novelty. The question
therefore of whether a particular invention is novel is “wholly apart from whethe
the invenion falls into a category of statutory subject mattefhe legislative
history of the 1952 Patent Act is in accord with this reasoning.

In this case, it may later luketermined that the responderisdcess is not
deserving of patent protection because it fails to satisfy the statutory oosdfi
novelty under § 102 or nonobviousness under 8 20&jection on either of these
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grounds does not affect tidetermination that respondentsaims reded subject
matter which was eligible for patent protection under § 101.

Diamond 450 U.S. at 188-91 (citations and footnatestted emphases addgdFor this
reason, the CourejectedPlaintiffs’ argument that the claim at issue in this case is abstract
because itenly physical aspectot relying on a computer’s generalized computing capabiliti
(the geolocation stepyas(allegedly) wekknown or longpracticed. The Court has found no
cases thaabrogate the clearly expresgete in Diamond Notably, theAlice Corp.Court cited
Diamondtwice withoutcriticism. SeeAlice Corp, 134 S. Ctat 2354(citing Diamond 450 U.S.
at 187) (eaffirmingthat“an invention is not rendered ineligible for patent simply because it
involves an abstract concéptid. at 2355 n.3(citing Diamond 450 U.S. at 188(quoting the
rule that‘patent claims must be considered as a whol&iventheAlice Corp Court’s
conspicuousleclination to criticizédiamondwhile twice citing thereto in a case that implicate
Diamonds core holding, this Court iseavilydisinclined to interpret any ambiguous languags
by the Suprem€ourt(much lesgshe Courtof Appeal$ as havingabrogatedhe rule of that

case?

4 It is important to note thaklice Corp.did not create the abstractness bar to patentability by
rather introduced new language to apply an old rule, just as other cases in this line had dg
Some form of the twetep test for the patentability of processes directed to abstract concey
been in use foat least 36 yeatseforeAlice Corp.was decidedSee In re Freemab73 F.2d
1237, 1245 (C.C.P.A. 1978) (“First, it must be determinbdther the claim directly or
indirectly recites analgorithii in the Bensorsense of that term . . Second, the claim must be
further analyzed to ascertain whether in its entirety it wholly preemptslgiogitiam.”). The
Court of Appeals adjusted the test in 2088e In re Bilski545 F.3d 943, 957 (Fed. Cir. 2008)
(holding that non-preemption under the second step of what was then callEdettradr-
Walter-Abeletest” requires thahe claimbe*“tied to a particular machine or brijgabout a
particular transformation of a particular article”). TAee Corp.Court noted that it had
previousy held thatthe “machineor-transformation testivas notthesine qua norf the
patentabilityof process claims directed to abstract ideader 8§ 101, but that the crux of the te
wasthe addition of an “inventive concepSke Alice Corp.134 S. Ct. at 2355 (quotiddayo
Collaborative Servs. v. Promethius Labs., JA82 S. Ct. 1289, 1294 (2012)).
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The Supreme Court’s and Court of Appeals’ use of the word “conventional” appears
stem fromParker. In that case, the Courmled that “[the notion that post-solution activity, no
matter how conventional or obvious in itself, can transform an unpatentable principle into
patentable process exalts form over substafaKer, 437 U.S. at 590. In other words,
process utilizing aabstracprinciple is not patentable under 8 101 simply because the inver
instructs the practitioner to apply thesult of the abstract activijtye., such as the application ¢
the use of the Pythagorean theorem to surveying technmpgessl, or the dealing of cards
according to abstract rulexee In re Smith815 F.3d at 819TheParkerCourt did not rule thaa
concretestepwithin a method clainis necessarilynsufficientin combination witlthe abstract
stepsto render an invention patent-eligible under 8 101 when considered as ssintyaieby
virtue of the fact that the concrete step is “conventiongh&crux of theParker
“conventionality”’rule is thatthe mergyost-solutiorconcreteapplication ofabstractctivity is
not enough to render an invention as a wholeatustract. In the present claphenon-
abstracgeolaation stepwhether or not “conventional”) is not simply appended to the caim
an application otompletedabstract activity The clam does not instruct the practitioner to
conduct some abstract calculation and thesthe result to geolocate a devid® the contrary,
the result of the geolocation steereis utilizedas annputfor at least some of the abstract
computerbasedctivity.

Finally, the Court’s ruling is not inconsistent witts previous ruling that the ‘924, ‘267,
‘628, ‘394, ‘417, and ‘169 Patengseinvalid under § 101, because the relevant claims there
contained no geolocation step, as here, but involved nothing morthénailization ofgeneric
computing devices for their generic computing capabilities.
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IT IS HEREBY ORDERED that the Motion to Reconsider (ECF No. 46) and the Mo

to Dismiss (ECF No. 47greDENIED.

IT IS SO ORDERED.

Dated January 4, 2017.

CONCLUSION

istrict Judge
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