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Note regarding citations.
Citations to Plaintiff's pening bief are in the form “P__"
Citations to Defendants’ response brief are in the form “D__"
Citations to exhibits are in the form “Ex. __, [page number].”

Citations to U.S. patent No. 6,978,253 (*28&tent) are in the form “[column number]

[line numbers]”

Thesteps of claim 1 of the ‘253 patent are identified by ukgtigrs [a] through [e] as

follows:

1. A method of doing business over a global communications network
comprising the steps:

[a] communicating to a buyer via the global communications network, a
description of a product;

[b] accepting a first request from the buyer to buy the product for a price
to be determined within a price range;

[c] accepting a second request from the buyer to allow the price to be
determined based upon a performaofcthe buyer while participating in a Price
DeterminingActivity (PDA);

[d] receiving data from the buyer over the global communications
network, said data representing the performance of the buyer during the PDA,

[e] and determining the price of the druwt based at least partially upon
the data received, said price being within the price range and scaled to the
performance of the buyer.



“Price -Determining-Activity”
Defendants do not dispuRaintiff's analysis showing that that the construction should

include “combination of activities.” PP1.

A. Issue 1:*competition or entertainment activity” or “any activity” versus
“inherently entertaining activity”

Defendants make six arguments on this issue that are rebutted in turrt below.

Q) Defendats assert that the “Summary of the Invention explains that buyers are
attracted to a website” because of “entertainment value,” that “a PDA must be an inherently
entertaining activity to provide the intended marketing incentive,” @afidompetitive or
ertertaining’ construction would [not] meet the stated purpose of increasifig.trdd8, D11.

This argument fails at three levels.

First, the Summary of the Invention does m#ntify “entertainment value” as the
“intended marketing incentivdd attra¢ buyers It states“Sellers areable to attract buyerssing
themarketing incentive that buyers can reduce the pridbe offered product.” 2:44-47
(emphasis addedEntertainment is identifieds an available “side benefit2:56-57.The
incentive to buyers from reduced prices is equally availaiolmfa PDA that is not entertaining.

Secondthe Summary of the Invention states the “present invention comprises ... [v]arious

forms of... competition and/or entertainment to ultimately determiea a contact price.” 2:15

20; seel:8-13 (“various forms of competition and/or entertainment”); 1:57s8M¢) 2:4-8
(same) Defendants do not dispute that “competition and/or entertainment” necessduities
activities that ar@ot entertainment. Defendants simply ignore this unambiguous language.

Third, Defendants’ argument is premised misstatinghe role of the Summary of

! Defendants’ complaint (D5 n.1) that Plaintiff offered new proposals after the

parties’ submitted claim constctions under Rule 4-3 should be rejected. Defendants do not
identify any evidence or argument that they were (or are) precluded fes@nping, or any other
prejudice; each of Plaintiff's proposals narrowed the gap between the partidshgoand here

IS no suggestion that Plaintiff’'s constructions were not offered in good faith.oMorehe Patent
Rules contemplate that the parties’ disagreements may narrow as the result of briefimgs whic
one of the reasons for filing a separate claim can8on chartafterthe completion of briefing
(Rule 45(d)).



Invention: it does not summarize any at&@m, it summarizes all facets of tirevention Each
claim pulls in combinations of those facets as limitations, but not every facetqaised

limitation in everyclaim. “It is improper for a court to add extraneous limitations to a claim” or
“to include elements not mentioned in the claim in order to limit such clamgen Inc. v.
Hoechst Marion RousseB14 F.3d 1313, 1325 (Fed. Cir. 2003) (internal citations omitted).

For example, the Summary of the Invention includes a “specified price range2@®:20-
2:65), competition against “another buyer” (2:33-34), and “a plurality of producfis?)(3But
these are not required limitations that must be imported into every clairradnstich concepts
become limitations only to the extent they are reflected in claim lang#age claims 10, 18, 26.
To the extent the patentee desitedtertaining” as a required limitation, it is expressed in claim
language, such as “wherein the PDA is a videoganiaihis 5, 17, 25, and 29).

(2) Defendants cite extensively to embodiments in the specificationl 1Dt is
improper, however, to “confinf[e] the claims to those embodimerkillips v. AWH Corp.415
F.3d. 1303, 1323 (Fed. Cir. 200N bang. In particular, Defendants assert that “[t]he
specification also directly equates a PDA to games.” D9. That is falsepoitien Defendants
cite for support (5:4%2) is explicitly identified as an “example” of a PDA, not an “equation”
(5:36-42).

Moreover, Defendants do not dispute that the list of PDAs they cite is preceded by t
permissive “may,” which means the list is not limiting. Defendants respond that Plaintiff relies on
cases “decided prior thillips.” D9 n.5. That is falseln re Jomston 435 F.3d 1381, 1384
(Fed. Cir. 2006) (“did not narrow the scope of the claim because these limitag®tatad in the
permissive form ‘may™).

3) Defendants do not dispute that the specification contains examples of PDAs that
are not inherently entertaining, such as a quiz and a stock picking activityndBete only
response is that a quiz “that is ‘anxiety producing and frustrating’ ... would not ptbede
‘marketing incentive discussed in the specification.” D10-That is false. The “marketing

incentive [is] that buyers can reduce the price,” 2444and this incentive is fully available from a



quiz PDA that is not entertaining.

(4) From the prosecution history, Defendants quote a passage mentioning
“entertainment value” as one (nbetexclusive) “side benefit.” D10. But on that very paQthe
prosecution history the applicant repeatedly stated, with bold emphasis, that tt®mweludes
“a competitive or entertainmentbasedprice determining activity ... competitive or
entertanment-based PDA ... competitive or entertainmiesded price determining model.”

Exh. 6 at P239(emphasis in original) Moreover, the asserted basis for distinguishing prior art
wasnot “entertainment value.” Rather it was that the PDA is “directly connected to the price”
whereas in the prior art the “price of the product is fixdd."P239-240.

(5) Defendants assert that “statements during prosecution, whether reliedhen by t
examiner or not are relevant.” D10 n.6. This assertion has two problems.

First, “to disavow claim scope during prosecutianpatent applicant must clearly and
unambiguously express surrendfer’Voda v. Cordis Corp 536 F.3d 1311, 1321 (Fed. Cir. 2008)
(citations omitted).Here the patentee repeatedly asserted that therR&y e competitivand
not entertainmenénd identified‘entertainment value” as one “side benefiEXh. 6, P239.This
does not clearly and unambiguously disavow that the PDA must be “inherently amtgrtai

Second likewise there is no unambiguousalowal if a patentee asserts “X” and later
asserts “not X.” By acquiescing in the PTQO’s claim interpretation, the patentee is deemed to have
agreed that “Nothing in the claim requires that the PDA be read as competitive or entertainment
based.” Exh. 7, P31Tverness Med. Switz. Gmbh v. Warner Lambert 8@9 F.3d 1373, 1380
(Fed. Cir. 2002)TorPharm Inc. v. Ranbaxy Pharms., In836 F.3d 1322, 1330 (Fed. Cir. 2003).

(6) Defendants assert that “Plaintiff's constructions would render the patetd ifor
lack of written description.” D112. That is false. Plaintiff’'s constructions are directly stated in
the specification, which provides that the PDA may be “any other activity dsinatron of
activities” (2:3031) and may be “various forms ottampetition and/or entertainmenf:15-20).

B. Issue 2:*other than proposing or accepting a price”vs. “collateral to its sale”

Defendants do not dispute that “collateral” means that the PDA must be secomalary t



main activity that determines pric®efendants dispute only whether the main activity should be

defined as offering or accepting a price. Defendants’ four arguments are rebutted below.

(1)

Defendants identify activities that are clearly not PDAs but that they contend would

constitute PDAsinder Plaintiff’'s construction. D&- Each example fails, however, because it

either constitutes “offering or accepting a price” or does not “determine the price” and, therefore,

is excluded under Plaintiff's construction:

A “buyer’s selection of a pradtt’ (D7) that is offered at a price constitutes
accepting thaprice. If, howeverthe selected product has no price, then mere
selection does not determine price; rather it is the parties’ subsequentatiers
counter offers that determines price.

If a seller “offer[s] discounts to customers who pay immediately or who do not pay
with credit” (D7) the seller offers the product at one price for credit, and at a lower
price for cash. The act ofrigering payment informatidr{D7) thenconstitutes
acceptng one of those offered prices.

A buyer’s “entering the quantity of products desired” (D7) is the acceptairan

offer to buy that quantity at the offered price.

A buyer entering a “delivery address” (D8) where different prices are offered for
differentgeographies is accepting the price offered for his geography.

A buyer’s “selecting the shipping method” (D8) is accepting the price offered for

that shipping method.

In addition, each of these would also be excluded because they are not “competition or

entrtainment activitie$

(2)

Defendants incorrectly assert that “collateral” can remain undefined because it is “a

readily understandable word.” D6. A “collateral” activitydifferentfrom, while also tending in

thesamedirection as, a main activityPP6. “Collateral”’ thus incorporates two antagonistic

principles —requiring both difference and similarityand, therefore, is not “readily

understandable.” If left undefined, it will certainly lead to inconsistenticgiion.



Defendants studiouslyaid defining “collateral” but use the word as if it meant “apart
from.” D6. This usage ignores that a “collateral” activityst not only belifferent from a main
activity, it also must coincide in effect with the main activity. Defendgmisre thisaspect
because, under their construatiésale” is the main activity, aral PDA does not coincide in
effect with a “salé¢ Rather, a PDA'’s effects coincide with direct price setteng (roviding a
base price or price range&yhich is consistent with Plantiff's constructions.

Moreover, Defendants do not dispute that if “collateral to its sale” means “naif @ar
sale” then it would absurdly exclude all PDAs, because price determination is necessarily part of a
sale. D6 n.2. Defendants respond that the word “otherwise” in their construction saves thi
problem because “it provides that the PDA is ‘used to set the price,” but is ‘othealisteral to
its sale™ (D6 n.2)j.e. “otherwise” excepthe identified activity from the requirement thandt be
part of the saleBut with this interpretation, thexception swallows the rule. For example, a
buyer’s negotiation o& lower price is “used to set the price” butagherwisecollateral to its
sale.” Therefore, direct price negotiations bec&HDés.

Ultimately, Defendants admit that what they really mean is an activity that is “not
otherwise part of a conventional sales transaction.” ID&ollateral” were onstried in this
manney its results would come very close to Plaintiff's pradoSuch aconstructions worthy of
consideration; howevePlaintiff's proposal is still slightlyreferred because the term
“conventional” may lack precision.

3) Defendants assert that the specification does not suggest that “the PDA can be any
activity at all” including “activities that lack any marketing incentiv®8 n.3. This argument is
wrong at two levelsFirst, the specification expressly states the PDA may be “any other activity

or combination of activitie$ 2:30-31. Second all of the PDAs encompassed [®laintiff's

constructiorprovide the “marketing incentive that buyers can reduce the géc@1-47), which
is the relevant incentive
4) Defendants argue that during prosecution the applicant distinguished a reference

that involved listening to advertisements, but “listening to ads would qualify as a @ridl&f



Plaintiff's construction. D8. This argumemistwo defects.First, in this portion of the
prosecution historthe applicant quoted the claim language “performance of the buyer while
participating” and argued that this language “requires active participation by the buyer.”
Dkt.# 192-4 Exh.2) P228. That claim language would exclude passive listening under any

construction of PDA._Second this prosecution argument were instead applied to the definition

of “PDA,” as Defendants suggest, it would refute Defendants’ constructior) whintains
nothing that would exclude passive listening.

Il. “price being ... scaled to the performance of the buyer”

A. Issue 1:"standard (defined by aratio, table, or other algorithm)” versus
“predetermined set of graduated pricesand corresponding performance levels

Defendants’ six arguments are rebutted in turn.

(2) Defendants’ proposal is precluded by Claim 13, which requiresitetp be
determined “partially upon participation of the buyer in an auctiédnsystem that has
“price...assigned from a predetermined set of graduated prices and oatiegpperformance
levels” is a function of only one input (the performance leviells impossible in such a system
for price to be “partially determined” by any factor other than performance level.

Defendants respond that “the PDA can be conducted after the auction has occumred, suc
that the predetermined prices are keyed to tietiauprice.” D19. But having the PDA after the
auction makes no difference. The only possible way for prices to be “keyed” to an auceds pr
by using an algorithm where the price assigned is a function of the auction price. For example, t
auction embodiment in the specification provides for a discount off of an auction price, which
discount is greater or lesser depending on the PDA results (4:39-43). This requstesnatisat
generates a discount amount (either a percentage discount araadaunt) based on PDA
performance, which is then applied to an auction amount. This cannot be accomplished by
assigning price from a set of corresponding prices and performance levels.

2 Defendants assert thidieir construction “in no way precludether data being

considered in setting the price apart from the scaling.”-I8.8That is false. If “scaling”



requires price to be “assigned” from a set of “prices and corresponding performance levels,” then
price is solely a function of performance level and no other factor can influence it.

3) Defendants point out that the Summary of Invention states that the range ®f price
may be “a scaled sef prices(e.g.$1000.00, $1100.00, $1200.00, ¥t¢2:35-37). D13-14. But

the Summaryever mentions a set of corresponding prices and performance l&helgjuoted

passage is the “actual range” of prices that result from the PDA22:22.35), and which could

equally be produced by any number of algoritheng.(base price} [score x $100]). If sdimg

based on a set Gbrices and corresponding performance levels” were significant to the iomenti

then it surely would have been mentioned in the Summary. Its absence is decisive.
Similarly, Defendants point out that the above specificgiessage was citeavhien

adding the scaling limitation during prosecution” (D14). If the applicant had intéhded

amendmento be only a set of prices and corresponding performance levels, the prosecution

history certainly would have so stated. Butd¢baceptis nowhere mentioned that history.

4) Defendants assert that the specification makgsltisive use of predetermined,
graduated sets of prices and corresponding performance lefdlS.” That is false. Defendants
offer no response to the followirigur examples.

Example lis an embodiment where foedch certain leve..of points, the buyer would be
entitled to reduce the pritand “[tjhe decrease in price can be inpercentage points.” 8:50-54.
A PDA system that generates a “percentage point” “decrease in price” cannot be accomplished by
assigning price from a set of prices and corresponding performance levels. A percentage decrease
necessarily requires use of a formula or ratio to assign price. For example, if a buyer 8&bned a
discount for each point scored in a PDA, then the price might be found usiogntiuda
price = [baseprice] — ([base price] x5% x [PDA score]).

Example 4s “a price determining algorithnthat “may involve considerations of the
number of players or buyers involved, and the skill level of those play8rs1-13 A “price
determining algorithm” that considers the skill level of playensnot be accomplished by

assigning a price that corresponds to the buyer’s performance level.



Example 3s a system wherelauyer’'s performance results ar@pared t@ raw score
or the score of other players and/or buyemeai@rmine the price he is entitled to gay:59-62.
This cannot be accoptished by assigning price from a set of prices and corresponding
performancdevels.

Example 4is theauction embodiment discussed above that provides for a discount off of
an auction price (4:39-43). A system that generates a discount amount based on PDAm=rforma
cannot be accomplished by assigning price from a predetermined set of pricegresgbading
performance levels.

5) Defendants assert that “[t]he ‘algorithm used in the patent is a ‘mapping
algorithm™ that uses a set optedetermined prices and corresponding performance levels’® D
18. That is false. Exampkabove is explicitly identified as a “price determining algorithm”
(8:11-13), and it requires (as do all four of the above examples) an algorithm thagimplgta
set of performance levels and corresponding prices.

Moreover, “algorithm” means “A stepy-step problem-solving procedure” especially a
“recursive computational procedureThe Am. Heritage Dictionarg4 (4th ed. 2000). One would
never choose the word “algorithm” to describe something thalinveied to a preset table of
prices and corrg®nding scores.

Similarly, Defendants inaeectly assert that the Mark Mef@e trivia quiz example in the
specification uses a “predetermined set of pteeperformance correlations.” D18.he
specification mentionsothingaboutthis example using sé of prices and corresponding
performance levels and descriltiegnly as the result of an “algorithm” (6:14). That algorithm
could take a number of different forms and still produce the exact results deéscribe
specification (for example: [price] fpase price} ($15 x [score]), where the base price for a
Mark McQuire card is $635).

(6) Defendants’ citations to dictionaries (D17) fail for two reasdfisst, Defendants
ignore the core meaning of “scale” (emphasized in all of the dictionariasljusting to a

standard using a proportion or ratiBF8. Moreover, that meaning is the only one that fits the



claim language context of price being partially determined by factors other than perfermanc

Secondthree of the four dictionaries Defendants quoteataontain any definition that
would suggest or require a preset list or table of corresponding items. Tlne(Ramdom House)
mentions “a table” in only one definition for “scale” as a noun, but that same digtidefanes
the verb “scale(which applies here) as “to adjust in amount according to d &xale or
proportion.” Dkt.# 192-7 (Exh. 5) at 1709. That definition fully supports Plaintiff's proposal.

B. Issue 2:“than would otherwise apply” versus “always”

Significantly, Defendnts ignore dependent clait3, which adds the limitation of “the
price is determined at legsartially upon participation of the buyeram auctiori. Any system
that determines price partially based upon an auctioneagssarilyproduce digherprice even
though the buyer had the same (or eveetterperformance) in the PDA. This mustcur (as a
matter of mathematical necessity) each time that the performance remains the same while the
auction pushes the price,.gnd each time the performancéeter, yet the pricencreasing
effects of the auction are greater than the impact of the pettermance. The converse is true
when the auction pushes the piieeer, yet the buyer’'s performancevusrse Accordingly,
lower price does not “always” correspond to better peréorce in the PDA, or vice versat may
result from other factors that “at least partially” determine price.

By contrast, Plaintiff’'s proposal perfectly fits the claim language under all circumstances.
In every case, achievirggbetter performance level necessarily results in a lower price than would
otherwise apply without the better performatemee!.?

Defendantsthreearguments are rebutted in turn.

(2) Defendants challenge Plaintiff’'s analysis of a PDA that sets passdifpartially

on a competitor’'s performance.” D2Defendants argue, “in the patent, the performance is how

2 Note that Plaintiff's construction requires that the buyer achieve the next better

“performance level” to obtain the resulting lower pric€his occurs because the system may
require a certain degree of performance improvement before rewarding a further price reduction.
This point is not in dispute, and Defendants agree #ratricrease in performance does not
necessarily result in better priceD15 n.10.



well the buyer does in relation to other participants. For instance, in the horsebacbneent, if
the buyer has a time of 30 seconds, the&fbnd time is not what the price is scaled to in the
patent.” D20. This argument fails at two levels.

First, “performance” means the actions of the buyer in performing a PDA, not placement
relative to competitors. If the buyer has the same performana® consecutive horse races
achieving an identical time of 30 seconds, and if a competitor has a worse thedirst race and
a better time in the second race, the buyer will get a higher price in the sgegpite having the
same performance.

Secondif “performance” meant relative placement, as Defendants contend, then the horse
racing PDA wouldhot be an example where price was based “partially” on buyer’s performance
and “partially” on the competitor’s performance. In that example, pridetesminedsolely by
the buyer’s relative placements{l2nd, 3d etc) and thus solelpy what Defendants label the
buyer’s “performancé The “performance’i(e.relative placement) of the “competitiodbes
not partially determine price

(2) Defendants argue that the specification describes a “market incentive” of a
potential price reduction and “[tlhere would be no incentive to buy a product” and “[n]o one
would patrticipate in a PDA if his price could increase even gdréormedwell.” D13, D19.

That is false.

Under Plaintiff's construction, the better performance level results in a [mee than
would otherwise apply, which provides buyers the full and complete market incentive. Fo
example, assume a buyer’s performance results in a &udisoff of an auction price of $20 for
a price of $15. Assume the same buyer in a later purchase of the same product petferms
and achieves a $10 discount off an auction price of $30 for a price of $20. In the second instance
the buyer’s incentive to participate in the PDA is just as strong, even thoughutieggsice is

greater, because his price would have increased maotwithout the betteperformance In

fact,the degree of incentive a PDA provides is identidagther the final pde goes up, down, or

stays the same, provided (as Plaintiff proposes), a better performarigeseits in a lower price

10



than would otherwise apply but for the performance.

3) Defendants repeatedly assert that “in every embodiment in the patent ... a higher
price always correlates to a lesser performance in the PDA” and the patent “never mentions the
possibility that a lower price would not correspond to a better performance in the PD3:-16.

That is simply false.

The specification includes an entdment where the price is determinaattially by an
auction price (4:39-43), in which a lower price is equally likely to result from arlawction
price, and not better performance. And in another embodiment, “a score of 100,000 may entitle
the buyer to a $500.00 price, whereas the same PDA may entitle a different bugecé¢ooh
only $525.00 for the same product.” 7:16-24. In this example, higher price ddesmelate[]
to a lesser performance” and the “lower price would not corresponcetitea performance.”

Moreover, Defendants’ argument is also irrelevant. V@a|where a patent describes only
a single embodiment, claims will not lread restrictively unless the patentee has demonstrated a
clear intention to limit the claim scope ugiwords or expressions of manifest exclusion or
restriction? Innova/Pure Water, Inc. v. Safari Water Filtration Sy381 F.3d 1111, 1115 (Fed.

Cir. 2004),expressly reaffirmed in Phillips v. AWH Cargl5 F.3d. 1303, 1312 (Fed. Cir. 2005)
(en banc). Neither the Summary of the Invention nor the prosecution history even mentions
Defendants’ “always” limitation, much less contains the required clear expression of manifest
exclusion’

C. “meaningless and indefinite”

Defendants’ four arguments that Plaifsiftonstruction is “meaningless and indefinite”

(D19) are rebutted in turn.

3 Defendants alsdiscuss the ery different claim language in the Bid For Position

patentgD15-16). That case concerned the relationship between bid value and position in a multi-
positon auction. It wasndisputedhathigher bid value would never result in lower position in

the auction because the claim languageplicitly requiredthat pogtion be determinetbased on

bid value alone.The claim language here, however, requires that price be determined partially
based on other factors.

11



(2) Defendants assert that Plaintiff presents a scenario where “the price would be $15,”
which “is more than the $10 advertised price,” which means buyer will “pay morehthan t
advertised price even if the buyer performs well.” D20 n.15. Defendants are sinkohg map.
Plaintiff's brief nowheredescribes $10 as an “advertised price.” Rather $10 is a “base price” used
in the price calculation algorithiaind falling within he range of potential pricesPP2-13. The
“advertised price” would either be (i) the range of potential prices thad cesuilt from the PDA,
or (ii) the price range selected by the buyer if such selection is permitted.

(2) Defendants appear to agree that a proper construction is that the scaled price “will
be lower than it would have been without the better performance level.” D19 (quoting P12).
Defendants complain, however, that “Plaintiff's construction contains no sutdtion.” D19.

That is false. In Plaintiff’'s constructios “achieving a better performance level results in a lower

pricethan would otherwise apgly- theunderlinedohrase plainly meangian would have

occurred without the performance leveBut if the Court believes the underlinptrase is
potentially ambiguous, Plaintiff (and apparently Defendants) would have no objectismg) the
italicized phrase.

3) Defendants assert that Plaintiffednstruction would be met if better performance
results in a lower price ijust one case,” which would eliminate any maikegntive from the
PDA. D19. Both halves of this argument are defective.

Eirst, this assertion is equally true of Defendants’ construction. Defendants’'usiiost
is satisfiedby a PDA using a presetdia with two possible scores “1” and “2”, which lead
respectively to prices of $500 and $250. In this example, there is “just one casebettare
performance leads to lower price. And this is no better than setting price usiagjahe
price= $500/ [score], where the two possible PDA scores are “1” and “2.”

Secondthe “just one case” in the above examples results in a 50% price reduction, which
is ample “market incentive.” (Moreover, no claim contaitisngation that the PDA must provide
a marlet incentive of any particular magnitude.)

4) Defendantsssert that Plaintiff's construction is indefinite because “how is
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one...supposed to know what is the price that ‘would otherwise apply?” D20. They assert a
“formula...could yield an infinite number of other possible results” and an accusiedanf
“would need to analyze every possible result.” 220-This argument fails at every level.

First, to know whether a PDA adjusts price to a standard “suclath&ving a better
performance level resaglin a lower price than would otherwise apply,” there is no need to know
what the price would be without using the PDPo determine if this claim element is meteo
need only know that better performance levels reduce price (regardless of the stiagjngHor
example, assume a system combines an auction and a PDA such that “the buyeemtigdé&o
a further discount of the auction or reverse auction price, which discount mesaber ¢f the
buyer performs well at the PDA, and not so great if the buyer performs podr89:43. To
determine if the system meets the claim language, there is no need (indeadfitpib&nowing
the results of the auction; one need only know the effects of the PDA.

Secondif scaling is done using a formula, then itas easierto determine the effects of a
PDA than if scaling is done using Defendants’ set of prices and correspondmgnaerte
scores. Determining the effects of a formula merely requires inspecting the propertieglef a s
item: the formia itself. For example, if price = [base price] / [Buyer PDA score], then we readily
know that better performance produces a lower price; it is the necessary result of an inverse ratio.
And we have that knowledge without examining a single example, lesglievery possible
result.” D21. By contrast, the only way to determine all effects pfedetermined set” of
“prices and corresponding performance levels” is to inspect “every possible” pair of prices and
performance levels, which could be hundreds, thousands, or hundreds of thousands.

Third, Defendants incorrectly analyze the hypothetical systensétgfprice partially
basedon a competitor’s performance, using the algoritfprice] = [base price] x ([B2 score] /

[B1 score]), where B1 is the Buyer and B2 is the compet@@0-21. We don't need to analyze
every possible combination of B1 and B2 score. We simply ask, holding everyttaropettant,
does increasing B1's performance level result in a lower price? It does, because priceaganver

Bl score. Therefore, we know (to a mathematical certainty) that a better performance level results
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in a lower price than would otherwise apply without the better performeawveke
1. “accepting” / “selection of the product”

A. “accepting” means “receiving with consent or approval”

Q) Defendants assert that the claim language “context” is accepting “inputs” over a
“network” and imply that this amounts simply to receiving data. D26. That is falseclaim
language is “accepting” and not rabr “receiving.” And the contexs contract formationnot
data transmission‘acceptingan “acknowledgement from the buyer representing an intent of the
buyerto buy,” and accepting a“request from the buyer to buy.”

(2) Defendants point out that the specification mentansmbodiment where “the
contract is not binding.” D25-26. That embodiment, however, is not a limitation in any of the
asserted claims. Claims that include the step of “acceptiagid not merely receivingfacilitate
the cration of a binding contract. Thus, the applicable portajribe specificatiomrethe
Summary statingftlhe present invention comprises” a system where “bugstsr into a
contract”(2:1523), and the embodiments that “facilitate the creation of difgncontract” (7:37-
39; 4:36-43; 5:18-22).

B. There is o “selection of the product” limitation.

Defendants argue that because the claims include the step of providing pnémiatation
to a buyer, they must include the step of having the buyer select a product. Thisrdngsis on
two premises: (i) if product information is provided, a buyer must “select” a prahdyii) if a
process must necessarily include an activity, any patent claim coverargian of that process
must necessarily ithgde that activity as a claim limitation. Both premises are wrong.

(2) Providing product information does not entail receiving product “selection.”
Defendants admit that a system using the method of claim 1 may present onlgduet, @nd
that a selleneed not know “which product the buyer wants to bug: éelection), but only
“whether” the buyer wants to buy. D23. That is accomplished in claim 1 by accapteguest
from the buyer to buy the product within a price range,” accepting a requestadise and

receiving the buyer’s performance data.
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(2) That product selection will take place igystemusing the method of claim 18,
does not require that product selection be addectiasnalimitation. It is improper to addn
unclaimed stepsaa limitation, even if thagtep would necessarily occunteractive Gift Express,
Inc. v. Compuserve Inc256 F.3d 1323, 1343-44 (Fed. Cir. 2001) (even though the process would
logically require an intervening step of “IMM sends the request reproduction cduel©M”
that step is “not claimed”Baldwin Graphic Sys., Inc. v. Siebert, In812 F.3d 1338, 1344-45
(Fed. Cir. 2008) (the district court improperly “bootstrap[ped] a temporaanaistm the
occurrence of a winding step ... even though wigds not even explicitly recited in either
claim”); Charles E. Hill & Assoc. v. Amazon.cp005 U.S. Dist. LEXIS 45414, 44-45 (E.D.
Tex. Oct. 7, 2005)‘T he court is not persuaded to engeafother step” whenthe claims do not
explicitly require the step”).

A systemusing the claimed methods necessarily must, for example, receive payment data.
But that is not &laim limitation, except where expressly addéfig.claim 2. Similarly,
Defendants quote language from the Summary of the Invention tngréparticipate in selected

activities... to determine the ultimate price the buyer is to pay &elected product or servite

D24 (quoting 3:38-41 (emphasis added)). If, as Defendants contend, this language compel
adding product selection to allbaoins, then wouldn't it also compel adding PDA selection to all
claims? It does neitheNerizon Servs. Corp. v. Vonage Holdings CoBp3 F.3d 1295, 1309
(Fed. Cir. 2007) (the specification “makes reference to ‘roaming’ teleghbaoé“Vonage fails to
identify language that would require roaming in every case...and the caimst require
roaming”). The concept “selected by the buyer” is a claim limitation only in those claims where it
is explicitly included.E.g.Clams 16, 19, 24.

Finally, Figure 1 cited by Defendants is an embodiment where product aeliscshown
as a separatgep, andot part of the step of accepting a price range (contrary to Defendants’
construction of claim 1), nor the step of agreeing RiDA (contrary to Defendants’ cangction

of claim 18).
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V. “first” and “second” / ordering

(1) Defendants’ out-of-context quote frdafenet, Inc. v. Musculoskeletal Transplant
Found, 2007 U.S. Dist. LEXIS 45172 (E.D. Va. June 21, 2007), gives the misleading impression
that the court concluded that when the words "first” and “second” appear in a meihgditks
implies an order. D26. The court found no such thing. The pagregdthat the steps in that
patent “occur in the recited order” (because they necessarily built brotrear) and the court
neveraddressed the meaning of “firgthd“second.” Id. *19-*20. Moreover, controlling law is

found in Federal Circuit holdingbkat “use of the terms “first’ and ‘second’ is a common patent-

law convention to distinguish betweapeated instances of an element or limitatidfrée
Motion Fitness, Inc. v. Cybex Iht123 F.3d 1343, 1348 (Fed. Cir. 2005).

(2) For claim 1, Defendantssertonly that step [a] must occur before step [b], and
step [b] before step [e]. D27. The latter is not disputed, but the former is wrongd&mwte
sole rationale is that “the product of element 1[b] is a product communicated in thetgpior
1[a].” D27. But the phrase “the product” means nothing more than that both steps rdfezence
sameproduct or products. PP19-20. It says nothing about the order of theldtepssystem
using the claim 1 method couddcept a buyer’s price rangebuy a product (step [b]) and then
present tadhebuyera product (step [a]) that is available vifitlhhat price range Alternatively, the
systemcouldfirst present a product and then accept a price range. Because it is logically and
“technologically possible” to do step[a] and [b] in either order, an order is aquated. Altiris,

Inc. v. Symantec Corp318 F.3d 1363, 1371 (Fed. Cir. 2003).

(3) Claim 30 is not a method claim and has no stiepisneed ordering
V. “auction”

(2) Defendants argue for a narrow definition of “auction” on the basis that teetPa
“treats a ‘reverse auction’ as dfdrent business model than an ‘auction.” D3ut the fact that
two thingsare “different” does not make them mutually exclusi®e reverse auction” is a type
(i.e. a subsetpf “auction,” as the applicant expressly stated during prosecution. Applicédion

39 added the limitation “wherein the price is determined at least partially based upon participation
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of the buyer in an auction.” Dkt.# 192-8xh2), P94. When adding the claim, tapplicant
identified support in specification passages thahtion “reverse auctionsfd. at P101. More
significantly, the applicant also added dependent claim 40: “The method of Claim&@jnthe

auction is a reverse auctidnld. at P94 (emphasis added). Because an antecedent claim must

encompass the entire scope of any dependent claim, the term “auction” in application claim 39
necessarily encompasses a “reverse auctidnd because the language of issued claim 13 is
identical to application claim 3%s language also necessarily encompasses esesaection.

(2) Defendants do not dispute that the claim language and prosecution imatay
clear that the auction is not a PDA. D30. Defendants’ discussion of how “auction” applies
their systemid., is both wrong and irrelevant to claim construction.

VI. “performance of the buyer”

Defendants admit that a buyer’s “physical acts” in performing the PDA and the resulting
“level of success” are two different concepts. D12. Defendants merely argue that the level of
success must be used to calcutaiee. D12. But that is irrelevant. The questiowlether
(i) the system receigghe buyer’s level of success,iostead (ii)the system receives data
representing the buyer’s performance.@ctions) in the PDA, which the system then uses to
calculate level of succes3he claim language refledtse latter.

Moreover, the specification does nse the term “performancéy itselfto describe the
level of success; insteaduises phrases such as “performance rating or score” or “level of
performance.” 2:225; 2:5256. If “performance’meant tevel of success,” then the
specification’s use of “level of performance” would absurdly niéarel of level of succes’s

Finally, Defendants admit that under their construction “the buyer’s levaboéss” must
be “calculated on the user’'s computer and communicated to the system.” D12 n.8. That is
impractical or even impossible whdre buyer’s level of success depends on comparison to the
actions and deeds of other participarixamples are “a bridge game where he would be dealer
and North, and would be playing with three other individuals who have selected bridge as th

PDA” (5:5356), or cribbage, Monopoly, Trivial Pursuit; other similar games (880), or in a
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“simulated horse race” wherebayer competes against other “actual players” “simultaneously”
with a countdown and synchronized start. 8:24-37. Itis particularly improper to iapase
requiredclaim limitation thatevel of success calculatedn the buyer’'s computer when the
specificationnever oncalescribes such a process, not even as an alternative embodiment.
VIl.  The remaining constructions.

“master controller” Defendants’ argument wadreadyaddressed anebutted. PP28-29.

“price range? Defendants quote specifitan passagethat use the phrase “specified price
range”(D28), but ignore the many passages (includittpe Summary of Invention), that use
“price range” without the “specified” modifier2:65; 3:6-7; 3:63; 4:52What is decisive,
however, ighatthe claim languagedoesnot include the modifier, and the Court may natt a
narrowing modifier before an otherwise general term that stands unmodified in & claim.
Renishaw PLC v. Marposs Societa’ per Azidi8 F.3d 1243, 1249-50 (Fed. Cir. 1998);
Innova/Pure Water, Inc. v. Safari Water Filtration Sy3&81 F.3d 1111, 1118 (Fed. Cir. 2004n(*
the absence of modifiersterms areypically construed as having their full meanipgxpressly
reaffirmed in Phillips v. AWH Corp415 F.3d. 1303, 1312 (Fed. Cir. 200&n banc).

“description of a product”/’data representing a plurality of producitgie claims use the

phrases “a product” and “plurality of products,” and nopé&aticular product” or “plurality of
particular products.” Accordingly, the modifier “particular” should not addit.
VII'l. Conclusion.

Plaintiff's proposals should be adopted and Defendants’ proposals rejected.
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