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IN THE UNITED STATES DISTRICT COURT
FOR THE EASTERN DISTRICT OF TEXAS
MARSHALL DIVISION

KROY IP HOLDINGS, LLC, 3]
)

Plaintiff, )

)

V. 8 CASENO. 2:12-cv-800-WCB

)

SAFEWAY, INC., 8
)

Defendant. 8

MEMORANDUM OPINION AND ORDER

In one of several summary judgment motiotedfin this patent iimingement action, the
defendant, Safeway, Inc., has movedsummary judgment of invaliditas to all of the asserted
claims of U.S. Patent No. 7,054,830 (“the '83Qepd’), which is owned by plaintiff Kroy IP
Holdings, LLC. Dkt. No. 148. Kroy opposes the motion. Dkt. No. 162. After full briefing and
a hearing on the motion, the Court GRAN$&eway’s motion for summary judgment.

. BACKGROUND

The two asserted independent claimstled ‘830 patent are claims 1 and 19. They

provide as follows:

1. A system for incentive program participation and automated award fulfillment,
comprising:

a host computer coupled to a network;

a first database accessible from said host computer; and

an automated award fulfillment application program executed on said host
computer for participation in incentive programs of a plurality of

providers in communication with amventory management system
associated with each of said m@lity of providers wherein said
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automated award fulfillment application program provides sponsor-
selected fulfillment, said automated award fulfillment application
program comprising:

code adapted to provide a sponselested specific award unit item,
said sponsor-selected specificaad unit item being tailored to
demographic and psychographjreferences of a sponsor-
selected consumer user; and

code adapted to provide a sponselected geographic location for
fulfillment.

19. A method for providing an incentive programs [sic] and automating [sic]
award fulfillment, comprising:

providing a host computer;

providing an incentive progranon the host computer, wherein a
participant may participate in said incentive program;

providing a database of awards on llost computer associated with the
incentive program; and

providing automated award fulfillment of said awards to participants,
including

providing communication with arnnventory management system
associated with each of a plurality of providers wherein said automated
award fulfillment comprises
providinga sponsor-selectespecific award unit item,
providing said sponsor-selected specific award unit item tailored
according to demographic and psychographic preferences of a
sponsor-selected consumer user, and
providing a sponsor-selected geapghic location for fulfillment.

In addition to the two independent clainkgoy asserts claims 20, 21, 23, and 24, all of

which depend from claim 19. Those claims add that the database of awards includes awards

! Kroy originally asserted claims 1 and 29-of the '830 pateragainst Safeway, but it
subsequently took the position that it was nasping infringement as to claims 22 and 25. Dkt.
No. 146-3, at 57. Safeway has not moved fonrsary judgment of invalidity on those claims.
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from a plurality of sponsors (claim 20); that the method of claim 19 further comprises
associating an award with the incentive progrand associating a fulfillment method with the
award (claim 21); “providing a cambmprising memory for storindata associated with a user”
(claim 23); and adding to the limitations of claim 23 that the card has a personal identification
number (claim 24).

In its summary judgment mot, Safeway argues that the atse claims are invalid for
anticipation under U.S. Patent No. 5,822,735 [OelLapa, and that @y are invalid for
obviousness under a combination of DelLapal U.S. Patent No. 5,970,469 to Scroggie
(“Scroggie”).

Il. DISCUSSION

At the outset, Kroy makes two relatedngeal arguments in response to Safeway’s
summary judgment motion. The Court fingsther of those arguments persuasive.

Kroy’s principal argument is that Safay’'s summary judgmenmotion is fatally
deficient because it does not view the patent frioenperspective of a pens of ordinary skill in
the art. Relatedly, Kroy argues that Safewayiotion should be denied because Safeway has
not submitted an expert report in support of the motion.

Those arguments do not have force in taise because the '830 patent does not involve
technology of any significant complexity. Whileetltlaims are difficult to parse, that is not
because they involve complex technology, etduse they use unnecedgaabstract language
seemingly invented for the purposéthe patent, and becauseyhare unnecessarily verbose.
Once past the abstractions and the prolixibhe claims require neechnical background to
understand, and even thengthy specification requires no matiean an educated layperson’s

knowledge of computers to comprehend. Nothinkrioy’s briefing, or in tle declarations of its



expert, provides any reason to be#idlaat a person of ordinary skill the art relating to the '830
patent would understand that paterfitedently than would a lay reader.

According to Kroy’s expertRobert Sherwood, a person ofdinary skill in the art
relating to the '830 patent would have a bachsldegree in marketing, 3-4 years of work
experience developing or managing retail incenfiwograms, and a working knowledge of the
use of retail computer systems and networkstalrmcentive programs. Dkt. No. 163-2, at 16.
For purposes of this motion, the court accepts Kreylamission as to the level of skill in the art
and therefore treats the igsof the level of skill of a persoof ordinary skillin the art as not
being in dispute.

The level of skill identified by Kroy does not reflect a high degree of technical expertise.
Therefore, accepting Kroy’s submission as to thellef knowledge of a peon of ordinary skill
in the relevant art, the Court cdandes that expert evidence is not necessary, or even particularly
helpful, in understanding the '830 patent owuimderstanding it in the waa person of ordinary

skill in the art would understand it. See Wg/er Master Lock Co616 F.3d 1231, 1240 & n.5

(Fed. Cir. 2010); Perfect Web Techs., Inc.InfoUSA, Inc., 587 F.3d 1324, 1329 (Fed. Cir.

2009); Centricut, LLC v. Esab Grp., In890 F.3d 1361, 1369 (Fed. Cir. 2004); Union Carbide

Corp. v. Am. Can Co., 724 F.2d 1567, 1573 (Fed. Cir. 1984).

The same principle applies tdr. Sherwood’s analysis of éhDelLapa prior art patent.
As in the case of the 830 patent, the DeLapgent does not involve complex technology, but
consists mainly of general descriptions of relatively simple functions performed on a computer
system. The specification and claims of DeLapaeasily understood Witut the assistance of
expert testimony; in fact, MrSherwood’s declarations are llgamore in the nature of

supplemental legal argument about antittgra and obviousness than they are about the



technology disclosed in the '830tpat and the DelLapa patenfthe Court therefre declines
Kroy’s invitation to deny Safeway’s sumnyajudgment motion on the ground that Safeway
failed to offer an expert declaration in supporitefmotion or failed t@nalyze the ‘830 patent
from the perspective of a persohordinary skil in the art.

Having addressed those preliminary mattdre, Court now proceeds to discuss the two
arguments Safeway has raised in its summatgment motion: antipation under DeLapa and
obviousness in light of DeLapa and Scroggie.

A. Anticipation Under DelLapa

As noted, the claims of the ‘830 paten¢ &leavy on vague and abstract terms that are
not self-explanatory, such as “automated award fulfillment application program,”
“‘communication with an inventory managemergteyn,” “a sponsor-selected specific award unit
item,” and “a sponsor-selected geographic locatoyrfulfilment.” There is no suggestion in
the patent or in the evidence presented by Kragsponse to Safeway’s motion that those terms
are terms of art in the field, apposed to terms created for pugw®f the patent. The patent
also uses the terms “host,”g@nsor,” “retailer,” and “provide” The first three terms are
defined in the patent; the laist not. The definitions are me broad and largely overlapping.
Thus, the term “host” is defined, in pedim part, as “encompass|ing] any individual or
company who wishes to provide a system for permitting sponsoring companies to offer incentive
programs to consumers,” '830 patent, col.ll8,10-13; the term “sponsor” is defined as
“encompass[ing] any individual or company thaishes to offer an incentive program or
promotion,” id., col. 7, Il. 5153; and the term “retailer” islefined as “encompass[ing] any
individual or company that wishés provide awards and prizeshie associated with incentive

programs,”_id., col. 7, Il. 54-56. The term “prder,” although not defined in the patent, was



construed by the Court to mean an “individualcompany that offers or provides an incentive
program or provides awards win incentive program.” Dkt. No. 90, at 40. The Court
explained that a “provider,” as that term is usethe '830 patent, can include a host, a retailer, a
merchant, or a sponsor. Id. at 38. Asumsel for Kroy acknowledged at the hearing on
Safeway’s summary judgment tran, the same party can beetlhost and the sponsor of a

program, as well as both a retailer anat@vider of awardsDkt. No. 219, at 7-12.

After translating the abstraghs into more comprehensidiEnguage, claim 1 of the '830
patent can be seen to recite a progranethasystem for providing incentive awards to
consumerd. The program, which isun on a “host computer,” haveral required features.
First, it contains a database of awards thdinised in some manner to some type of inventory
management system maintained by a pluralftproviders. Second, ¢hprogram provides for a
sponsor to select consumer awards tailoratiealemographic and psychographic preferences of
consumers selected by the sponsor. Third, tbgram provides for thepsnsor to select the
geographic location where the awards can beee@d. Because the host and the sponsor can be
the same entity, and the host/sponsor can alsoppevader, all of the functions set forth in the
claim can be performed by the entitytloffers the incentive award program.

Claim 19 is directed to a method insteadao$ystem, but the limitations of claim 19
otherwise largely paradl those of claim 1.

The scope of the claims is perhaps besterstood by examining Kroy’s theory as to why
Safeway'’s “Just For U” program infringes. #hie hearing on the invalidity motion, counsel for

Kroy explained that when Safeway sponsorsirarentive award program involving products

2 The specification separately identfi¢‘/promotional programs” and ‘“incentive

programs,” see '830 patent, col. 41, line 1, but the claims simply refer to “incentive programs.”
The Court will refer to the claimed programsnply as “incentive award programs” without
seeking to distinguish between the two typeprofjrams identified ithe specification.
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manufactured by other companigserves as the sponsor oéthrogram, and the manufacturers
serve as the providers. As the sponsor, Safeagbscts “which consumer receives [a particular]
award, which award the consumer receives, libat award is tailored to the consumer’s
preferences, and the location at which thaar@wcan be redeemed.” Dkt. No. 219, at 11.
Emphasizing the interchangeability of the elemertdorth in the claimsgounsel explained that

a sponsor, such as Safeway, can atswe as the host, id. at 8idathat Safeway could also be a
“provider,” along with third pares who provide awards for th@ogram, since “provider” is
defined as “an individual or cgpany that offers or provides an incentive program or provides
awards associated with an incentive progtald. at 9; see geerally id. at 7-16.

The prior art DeLapa patent is directed to a system for generating and redeeming discount
coupons in which selected coupons are presdoteglected consumers based on information
about those consumers, suchtlasir addresses, the size and makeup of their households, and
their purchasing history. DeLapa is limitéal coupon redemption programs, while the 830
patent applies to incentive programs generally. However, coupon redemption programs are
expressly identified as among timeentive programs claied in the’830 patd, so a prior art
reference that features a coupon redemption program and satisfies all the other limitations of the

'830 patent would invalidate thgtatent for anticipation._ See Atlas Powder Co. v. Ireco, Inc.,

190 F.3d 1342, 1346 (Fed. Cir. 1999) (“[I]f grantipgtent protection on the disputed claim
would allow the patentee to exclude the public froracticing the prior artthen that claim is
anticipated, regardless of whether it also covers subject matter not in the prior_art.”); Vas-Cath

Inc. v. Mahurkar, 935 F.2d 1555, 1562 (Fed. Cir. 1991); Titanium Metals Corp. of Am. v.

Banner, 778 F.2d 775, 781 (Fed. Cir. 1985).



Kroy describes the DelLapa patastentailing “a system mvhich an administrator of [a]
coupon marketplace involving consumer membeetailers and manufacturers generates
personalized printed coupon packagesled to consumers selectiegl the administrator.” DKt.

No. 163, at 12. That descriptionascurate as far as it goes, IRdlLapa’s disclosure is much
more detailed.

Delapa discloses a system of automated generation of coupons by computer. In DelLapa,
the coupons, once generated, arailed to consumers rather than being made available to
consumers over a computer network. Howevet feature does not dilsguish DeLapa from
the ‘830 patent, because therencs specific limitation in the assed claims of the '830 patent
requiring that the transmission iocentives such as coupons benggwork, rather than by mail.

In fact, Kroy made that very point in its pesise to the motion for summary judgment of non-
infringement filed by The Kroger Co., the deflant in an action that was previously
consolidated wittthis one. In response #roger’'s argument thats mail delivery of coupons
did not constitute automated fulfillment within theeaning of the '830 patent, Kroy stated that
“the claims are not restricted any particular method gfroviding coupon information to the
customer.” Case No. 2:13-cv-141, Dkt. No. 36, at 2. Kroyampd, id. at 15, that “Kroy’s
patented invention does not claim any egstfor, or method of, delivering coupons to
customers. The '830 patent ctes place no limitation on the thed of delivery of the coupon

to the customer, they thereéorallow the use of mail, the internet, or any other means.”
Accordingly, the fact that the coupons inl@a are delivered by nhadoes not render the

DeLapa prior art inapposite.



Safeway points to various gimms of the DelLapa disclomithat correspond to each of
the limitations of the asserted claims of the '830 patent. Each of those limitations is discussed
below, beginning with the limitations found in claims 1 and 19.

1. An “automated award fulfillment application program” (claim 1) and
“automated award fulfillment” (claim 19)

Kroy argues that DelLapa does not teacldisclose the “automated award fulfillment
application program” required by claim 1. Jparticular, Kroy contends that “DelLapa’s
administrator corresponds to the host, andhbst computer is the central computer system,
including at least main comput&8 and the administrator's computéb provided by the
administrator.” Dkt. No. 163, at 8. Accorditg Kroy, Safeway has not identified any program
that runs on the DeLapa computers that ctrises the “automated award fulfillment application
program.”

Kroy’s argument fails for two reasons. r$tj DelLapa discloses a “focused coupon
systeml5,” which includes “cyclic coupon selection3ee DelLapa Fig. 1. The focused coupon
systeml5 “includes a coupon generation and redemption prad@#sat is performed on system
hardware21.” Delapa, col. 8, Il. 33-35. The “system hardw&k” which is depicted in
DelLapa Fig. 4, includes a program administratedsmputer and a “telemarketing computer.”
The program administrator’'s computer and thentarketing computer are both connected to the
“main computer” in the “central processing centavfiich in turn is connected to an “in-store
system.” The “coupon gendi@n and redemption proce&®,” which is depicted in DelLapa
Figs. 7A and 7B, involves the program adrsirator (or “program administration center”)
processing retailer data through a “coupon paramgdgabase,” which consists of “records

regarding coupons which are available for disttion to consumers and records regarding the



retailer participation in coupon systel.” DelLapa, col. 8, line 66, through col. 9, line 3. The
program administrator uploads that coupon datéhéo main computer, or central processing
center29, which houses the master data bake SeeFigs. 4 and 7B. In addition, the “coupon
generation and redemption process” involvesllecting data from consumers, through
guestionnaires, telephone interviews, or other meamich is maintained in the member data
base25 in the telemarketing center and is uploaded to the master dat8basdhe central
processing cent&7. See Delapa, col. 8, ll. 37-65. The relationships among these components

and functions are illustrated kigures 4, 7A, and 7B from Depa, which are reproduced below:
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DelLapa thus discloses a system inickha coupon generation program is run on a
combination of computers. The computerslude (1) the main computer, which assigns
coupons to consumers and downloads coupon dale to-store processasee Fig. 7B; (2) the
telemarketer computer, which receives and stores information regarding consumers; and (3) the
program administrator's computer, which receigad stores information regarding retailers and
maintains coupon data. The data processeth@mprogram administrats computer includes
matters such as the “parametefdhe particular product for whica manufacturer has agreed to
provide a promotional program,” the starting and expiration dates of the program, and the limit
(if any) on the number of coupons that can tstrithuted. DelLapa, col. 9, Il. 6-11. The coupon
parameter data bas®¥ in the program administrator's computer also includes “relationship
parameters relating appropriate coupons amticpéar consumption needs of coupon program
members,” which “facilitate the agsiment of particular coupons particular customers.”_1d.,
col. 9, Il. 11-17.

In sum, DeLapa discloses a system that performs “automated award fulfillment,” as that
term is used in the '830 pate The functions of the DeLamystem are divided among three
databases residing on ¢lercomputers, but the opéions of the three caoaters are integrated so
that, as a whole, they effectaaan “automated award fulfillrné program” within the meaning
of the '830 patent. Kroy acknowledges that thest” in the '830 patent corresponds to the
central computer system in DeLapiacluding at least main comput88 and the administrator’s
computer65 provided by the administrator.” Dkt.dN 163, at 8. Based ahe disclosure of
DelLapa, the Court concludes that the “autmdaaward fulfillment application program” in

Delapa is executed on the host comptiter.

® While the Court rejects the suggestion ttret use of separate computers to run the
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The second reason that the Courecty Kroy’'s argument thabothing in DelLapa
corresponds to the “automated award fulfillment magpilon program” is that the claims define
the “automated award fulfillment application program” as comprising two types of code (in the
case of claim 1) and three steps (in the casganih 19). Claim 1 recites that the “automated
award fulfillment application program” comprises “code adaptedrovide a sponsor-selected
specific award unit item” and “code adaptedptovide a sponsor-seledtgeographic location
for fulfillment.” Claim 19 recites that “autoated award fulfillment” comprises “providing a
sponsor-selected specific award unit item, praygdsaid sponsor-selectsgecified award unit
item tailored according to demographic and psgraphic preferences of a sponsor-selected
consumer user, and providing a sponsor-selected geographic location for fulfilment.” The
claims do not recite any other elements thastrhe satisfied with regard to the “automated
award fulfillment application,” other than thdte fulfillment objective must be accomplished
through the operation of a computer progranihe individual “comprising” elements that
constitute the “automated award fulfilment applicat” as set forth in claims 1 and 19, are all
satisfied in the DeLapa patent, for the masset forth in sections 6 and 7, below.

2. A *host computer” (claim 19) thatis “coupled to a network” (claim 1)

Safeway argues that the “focused coupon sydt8hof DelLapa is organized around a
particular retail establishment providing emtentive program._See Dkt. No.148, at 10, citing

DelLapa, col. 19, Il. 36-39; see also id., col. 3, Il. 36-40 (“In a preferred form, the method is

organized around a particular retstibre or chain of stes . . . .”). The “program administrator”

automated award fulfillment system in DeLaisasufficient to defeat Safeway’s anticipation
argument, the Court concludes that even if tthatinction were deemed sufficient to avoid
anticipation, the asserted claimfthe '830 patent would be invalid for obviousness, as it would
be obvious that functions performed on three spacomputers could easily be constituted so
as to be performed on a single computer.
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maintains data regarding thetagers, maintains coupon data, disdhedules coupons for each
cyclical mailing of coupons.”_1d., col. 9, Il. @ Safeway further notes that the “computer
system hardwar2l is structured about a main compud&’ id., col 6, Il. 62-63, and includes an
“administrator’s personal computéb,” id, col. 7, Il. 9-13. Thus, ielLapa, the retailer, and in
particular the program administoa, performs the functions dhe “host” in the '830 patent
through the operations performed e administrator's comput&5 and on the main computer
38. Moreover, the computers in the DelLapaaystincluding the administrator’'s computer and
the system’s main computer, are coupled totevor, see id. col. 7, Il. 6-13, so the requirement
in the asserted claims of the '830 patent that the host computer lp@l¢ddo a network” is
satisfied.

Kroy argues that DelLapa does not disclose that a retailer provides a system for permitting
sponsoring companies to offer incentive progganmstead, according to Kroy, DeLapa teaches
away from that approach by disclosing that atregéradministrator contte the host system.
Kroy argues that the administrator correspondhéohost and that the host computer “is not a
retailer’'s computer but rather is the centrainpoter system, including at least main computer
38, and the administrator's compu&s provided by the administrat® Dkt. No. 163, at 7.

There are two flaws in Kroy’argument. First, #'830 patent doesot require that a
retailer provide thesystem that permits sponsoring companies to offer incentive programs. It
merely requires that the “hbsomputer” be “coupled to a tveork” and that the incentive
program be executed or provided on the host computer. Thus, it is unnecessary for the
administrator (and the adminisind's computer) in DelLapa to lkeffiliated with (and operated
by) a retailer. Given the broad definition oetterms “host” and “host computer” in the '830

patent (“any individual or company who wishesprovide a system for permitting sponsoring
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companies to offer incentive programs to consgmemployees, suppliers, partners and the like
of the individual company” and “a computer piged by a host,” respegtly, see Dkt. No. 90,

at 46), DelLapa clearly discloses “a host comaputoupled to a network” that executes or
provides the incentive program. Second, becdbdskapa contemplates that its incentive
program will be “organized arouradparticular retail establishment,” DelLapa, col. 19, Il. 36-37,
it makes clear that the incentive system disclosdti@rpatent cabe run by a singl retailer or
retail chain, with the administrator's computand the main computer being operated by the
retailer that issues coupons.

3. A “first database accessible from saitiost computer” (claim 1) and a “database
of awards on the host computer associatedith the incentive program” (claim 19)

DeLapa discloses a master database that includes a “Cddigster Structure file”
containing data for each coupon the system. The master database resides on the main
computer in the system and is asgible from it._See Delapa, c8l.Il. 63-65; col. 10, Il. 33-42;
col. 12, ll. 23-25. That limitadin of claims 1 and 19 is thereosatisfied. Kroy does not appear
to dispute that DeLapa discloses this limitation.

4. “Providing an incentive program onthe host computer, wherein a participant
may participate in said incentive program” (claim 19)

DelLapa’s coupon incentive program is provided on a computer, as the DelLapa
specification makes abundantly clear. See [pal-aol. 8, ll. 33-35 (“Focused coupon systEsn
includes a coupon generation and redemption pra@#sat is performed on system hardware

21.") Kroy does not appear to disputatiDelapa discloses this limitation.
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5. “Communication with an inventory management system associated with each of
the plurality of providers (claims 1 and 19).

Kroy contends that DelLapa fails to disclalsat the fulfilment apptation program is in
“‘communication with an inventory magement system associatedrnweach of said plurality of
providers,” as required by claifiy or that DelLapa “provid[eglommunication withan inventory
management system associated with each of aliyuof providers,” as required by claim 19.

The Court concludes that in light of the ctostion of that limitation of the '830 claims
previously adopted by the CauDelLapa discloses such ‘fomunication with an inventory
management system associated wabheof [the] plurality of providers.”

The Court construed the term “inventory magement system” to mean “at least one
system that provides an inventory of an iteny., merchandise) or type of items (e.g., coupons,
points, services) recorded in the award datgbh&¥d. No. 90, at 45, and it construed the term
“provider” broadly to mean “individual or compwg that offers or proviels an incentive program
or provides awards associated with an mise program,”_id. at37. Delapa discloses
“communication with an inventory system associatéti each of [the] pluality of providers” in
two ways.

First, DeLapa disclosesahwhen a consumer redeeasoupon generated by the system,
the machine-readable code is used for various purposes. Among those, according to DelLapa, is
to generate a transaction record and to upibtalthe store managemecwmputer “in order to

adjust the inventory records for the product andstatistical analysisral the like.” DelLapa,

col. 16, Il. 58-62 (emphasis added). Thus, Omlaxplicitly provides that the computer-
generated record of the coupordemption transaction may be used to adjust the retailer's

inventory of products. In order to perform thask, DelLapa clearlgontemplates that the
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incentive program will be “in communication witimventory systems of the various retailers
who participate in the incentiy@ogram or provide the awardssociated with the program.

Second, DelLapa discloses that its coupon @wsgstem stores data regarding coupons
that includes “a limit to the nuiper of coupons which may be disuied (if any).” DelLapa, col.

9, Il. 6-11. The master databasehich includes a file for “reads of all coupons sent to and
redeemed by a member,” id., cdll, Il. 61-62, maintains a “ctent coupon” file that keeps

count of the number of coupons used and the nuthléremain in stockdi, col. 12, Il. 52-56;

col. 13, Il. 9-10. Moreover, when generating coupons, the system accesses the database to
determine whether a coupon has been exhaudtedcol. 14, ll. 31-67. The master database
therefore serves as an inventory managersgatem providing an inventory of the coupons
recorded in the award database. Because tipogeiof the inventory management system is to
affect coupon distribution decmis by determining whether sufiént coupons of particular

types remain available to be distributed tosuamers, the inventory management system in
DeLapa clearly communicates with taeard fulfilment application program.

Kroy’s response to Safeway’s argument rdgay the inventory management system is
that DeLapa does not disclose “determiningoant of the number of coupons that remain in
stock or any other information about the provisiénventory of coupons (e.g., where they can be
redeemed, what products they relate to, or athemtory information).” Dkt. No. 163, at 9. In
the first place, however, a systdhat determines when the permissible number of awards has
been exhausted is a type of inventory management system, and DelLapa plainly discloses just
such a system.__See Delapa, col. 14, 11.386-51-56. Kroy suggestthat an inventory
management system must track the particulanbers of items in inveoty, and that it is not

sufficient that the system simply ascertain when the supply of items is exhausted. That
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contention is not supported by anything but Kroytgert's conclusory assertion to that effect.
An inventory management system is not requiedrack inventory with a particular level of
detail, and a system that reports when a partictdar is exhausted provides at least a minimal
form of inventory management. In any evdhg inventory management system disclosed in
DeLapa does more than that, as the “Cur@omtipon Data Structure”oatains entries for the
maximum number of coupons and the number thag ladready been usedelapa, col. 12, Il.
52-56; col. 13, Il. 9-10. DeLapherefore discloses an inventomanagement system, as that
term is used in the '830 patent.

It is also the case that the inventananagement system disclosed in Delapa is
associated with a plurality of providers. |2g@a discloses that the system is capable of
distributing “coupons of various maragdturers.” DelLapa, col. 4, ll. 37-38. It also discloses that
product codes for “each manufacturer” are 8eaey to associate the coupons with the
corresponding products. Id., col. 1i&e 63, through col.17, line 7.

Kroy contends that the master databaseDelapa “is not an award fulfillment
application program communicatingth one or more external inventory management systems
associated with the coupon providers.” Dkb.M63, at 9. The '830 patent, however, contains
no requirement that the inventory managenmstem be “external” to the award fulfillment

program; all that is required, in the case ofrald, is that the award fulfillment program be “in

* Kroy’s position in this regard appears to be in tension with the position it took in the
related case of Kroy IP Holdings, L.L.C. v. h@one, Inc., Case No. 2:13-cv-888 (E.D. Tex.),
where Kroy argued that the “invemy management system” of tt830 patent is not required to
track the quantity of goods. e8 Dkt. No. 119, at 6 (Kroy: the term inventory management
system “should not be construgdlitigation to requie providing quantity information.”); see
also Dkt. No. 144, at 85-86. The Court agredtt Wroy. See Dkt. No. 189, at 13 (“the Court is
not persuaded that the meaning of the clairmténventory’ in the ‘830 patent should be
narrowed to require that an inventory alwagsitain information about the ‘quantity’ of items
available.”).
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communication with” an inventory management syséssociated with each of the providers. In
the case of claim 19, athat is required is that there Beommunication with an inventory
management system associated with each of alpyuof providers.” There is no restriction in
either of those claims as to where the inventory management system or systems reside.
Finally, Kroy makes the related argument tthegt ‘830 patent system “includes an award
database on the host that is separate framrthentory management systems associated with
providers,” and that the claims of the ‘830 pritseparately recite providing a database of
awards on the host computer and providingnownication with an inventory management
system associated with the providers. Froat,tKroy asserts that the same “master database”
that serves as a “databaseavfards on the host computer” cannot also satisfy “the separate
inventory management system elements of the [&86nt claims.” DktNo. 163, at 10. In fact,
however, the claims of the ‘830 patent do najuiee that the database of awards and the
inventory management system associated with e&dhe providers musteside in separate
structures. It is well settled that the sastreicture can satisfy more than one limitation in a

patent claim unless the claim specifies otherwiSee_Intellectual Property Dev., Inc. v. UA-

Columbia Cablevision of Westchestdnc., 336 F.3d 1308, 1320 n.9 (Fed. Cir. 2003);

Interactive Gift Express, Inc. v. CompuSeiwve., 231 F.3d 859, 872 (Fed. Cir. 2000); Gibbs v.

Triumph Trap Co., 26 F.2d 312, 314 (2d Cir. 192ZB) Hand, J.). In any event, DelLapa

discloses that the inventory maeaent function is performed bysaparate data structure (the
“Current Coupon Data Structurelyithin the master databassg the inventory management
function in DelLapa is “separate” to the exterdtth is performed by a discrete data structure

separately identified in the DeLapa patent.
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6. “Sponsor-selected specific award unit item being tailored to demographic and
psychographic preferences of a sponsor-selected consumer user” (claims 1 and 19)

DeLapa plainly discloses sponsor-selectdfillfnent. The administrator in the DeLapa
system identifies “a particular consumer, printing a packet of coupons for the identified
consumer, [and] transmitting the gk&t to the consumer.” Depa, col. 3, 11.23-40. In this
regard, the administrator can be treated as the spasrsas acting for a sponsor, as that term is
used in the '830 patent. The entire purpos¢hefDelLapa invention is to help manufacturers
target certain coupons to certagonsumers; for that purpos#)e manufacturers serve as
“sponsors” who select the award uibms to direct to consumer userSee id., do19, line 65,
through col. 20, line 2. That is particulatyear in light of Kroy’s position in response to
Safeway’s summary judgmentotion of noninfringement, where Kroy argued (and the Court
agreed) that an award unit item is selected leysfonsor even if thgggnsor merely offers a
group of awards to the consumeand the consumer chooses which, if any, of those awards to
redeem. _See Dkt. No. 162, at 8-12. Moreoidmi_apa discloses “coupon data packages” that
constitute “specific awadrunit items” within theneaning of that term in the '380 patent, because
they consist of the coupon wittorresponding identifying and classifying information. See
DelLapa, col. 10, line 32hrough col. 15, line 60.

There is no room for doubt thBteLapa discloses that tispecific award unit items (the
coupons, including their identifying and clasaifyiinformation) are tailored according to the
demographic and psychographic preferencespufnsor-selected consumer users. Delapa
repeatedly refers to the use of demographi @sychographic information in determining which
coupons to send to particularnsumers; indeed, that is tl@endamental ideainderlying the

invention in DeLapa. Thus, DRapa discloses that consumeavko participate in the focused
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coupon program provide “demographic data” suchthesr addresses, that the information is
stored in the database, and that the systeractseh plurality of couporfer each member based
upon that member’s data.” Delapa, col. 4, Il. 22¢8; 8, Il. 33-65; cb 10, Il. 33-42; col. 13,

Il. 28-38. DelLapa also discloses tailoring the coupon packets that are sent to particular
consumers based on “shopping prefees” or “attributes of theonsumer,” whib constitute
psychographic preferences, i.e., “preferences assacwith the consumerattitudes, interests,
values, lifestyles, or behaviorsld., col. 4, Il. 33-39; col. 6, I[7-19; Dkt. No. 90, at 33. DelLapa
makes clear, for example, that coupon paclke&isions are based on the purchase histories of
individual consumers. See id. at col. 9, linet®8pugh col. 10, line 7; coll0, Il. 33-42; col. 11,

II. 61-67; col. 19, line 64, through col. 20, line’.2.

Kroy argues that DelLapa doest disclose this limitatiorof the '830 patent, because
DelLapa “does not disclose ethretailer having control oveaward selection or customer
selection,” and does not permit “an incentive paogrsponsor to provide specific award unit
items selected by a sponsor that are tailoredktoographic and psychagrhic preferences of a
sponsor-selected consumer useilhe problem with that argument is that it does not address
Safeway’s contention that the adhmsitrator in DeLapa qualifies as“sponsor,” as that term is
used in the '830 patent. The dgfion of “sponsor” in the 830 patem very broad: it includes
“any individual or company thawishes to offer an incentive ggram or promotion.” ’'830
patent, col. 7, Il. 51-53. Becaus&a@st can also be a sponsor, as Kroy concedes, selection of the

award or the consumer whotis receive the award that @ne by the host/sponsor would fall

> Kroy has not challenged the propositichat purchase history reflects the

psychographic preferences of consumers. NMoiddcit, as Kroy argued i related case that
purchase history reflects psychographic prefeesnand persuaded the Court to adopt that
position. _See Kroy IP Holdings, L.L.C. v. Aatane, Inc., Case No. 2:13-cv-888, Dkt. No. 162,
at 26-32.
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within the claims of the '830 patent. Therefaitee disclosure in DelLapa that the administrator
selects the consumers who are to receive paatiawards, and targets those consumers based on
demographic and psychographic preferences;ipates this limitation of the '830 patent.

7. Code adapted to provide a “sponsor-selected geographic location for fulfillment”
(claims 1 and 19).

Delapa also discloses sponsor selection of the geographic location for fulfillment. The
patent explains that what it refers to as ‘leeused coupon system” iatended to be used “to
induce each member to shop at the retaileriqgyaating in” the system, and “to induce the
consumer to the retailer's store.” DelLapa, &olll. 10-17. The patent further explains that the
coupon system “is organized around a particular retail establishment iatehbed to increase
the pool of customers who regularly use that store.” Id. col. 19, 11.36-38; see also id., col.
20, Il. 9-12 (discussing the use of the focusedpon system to “induce consumers to shop at a
particular store”). Thus, DelLapa discloses tkafocused coupon systedirects consumers to
particular stores where they can redeem tbeirpons, i.e., particular geographic locations for
fulfillment.

Kroy again contends that the administratoDelLapa does not qualify as a “sponsor,” as
that term is used in the '830 patent. Badain, that argument is not persuasive. The
administrator in the DeLapa system, who dir¢ktssystem by which a consumer is offered the
coupon incentive program, can qualify as a sponsaler the broad definition of “sponsor” in
the 830 patent, and therefore the administtat@election of the geographic location for
fulfillment in DeLapa reads on the sponsor'seséibn of the geographic location for fulfillment
in the '830 patent. In any evierhe discussion iDeLapa of the use dhe coupon system to

direct consumers to particulareographic locations is not limdeto administrators; it also
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applies to such strategies employed by retadeds manufacturers. See Delapa, col. 5, Il. 10-26
(retailers) and col 19, line 55, thrdugol. 20, line 12 (manufacturers).

In passing, Kroy asserts that the “geogragbcation for fulfilment” limitation is not
satisfied because the selection of the rdtahtion for fulfilment in DelLapa is “based on
information that the customer provides to thenteeketer or administrator when registering for
the program.” Dkt. No. 163, at 13. It is unclear why Kroy thinks that fact is relevant to the
anticipation inquiry, since the &pgraphic location for fulfillmefitimitation does not attach any
significance to the source of the information thia® sponsor uses to select the location for
fulfillment.

For those reasons, each of the limitationsndiependent claims 1 and 19 of the '830
patent is disclosed in thi@eLapa patent in the contexf a coupon reward program.

8. The dependent claims

The additional limitations contained in the ags# dependent claims can also be found in
DelLapa.

Claim 20 adds to claim 19 that the databafsawards includes awards from a “plurality
of sponsors.” That limitation is disclosed BDelLapa’s reference tthe database including
awards from “various manufactusgt DelLapa, col. 4, Il. 37-38. Claim 21 adds to claim 19 that
providing automated award fulfillment further conges associating an award with the incentive
program and associating a fulfilknt method with the award. That limitation is disclosed by
DeLapa’s discussion of a method of associatingward with the incentive program through the
coupon selection process and its disclosura ffifillment method, i.e., mailing the coupons to
the intended recipients, id., Ilcdl4, line 30,through col. 15, line 63who redeem them at

specified stores, id., col. 5, Il. 10¢; col. 19, Il. 36-38¢ol. 20, Il. 9-12. Glim 23 adds to claim
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19 the use of “a card comprising memory for isigrdata associated with a user.” That
limitation is disclosed by DelLapatiiscussion of the use of elemtic customer cards, including
cards with memory._1d., col. 1, 41-57. Finally, clain4 adds to claim 2that the data on the
card is a personal identification number. Thaitiation is disclosed by the same portion of the
DeLapa specification, which explicitly addhses the use of cards comprising a personal
identification numbers. Id.

For the foregoing reasons, the Court concdutieat DelLapa anticipates the asserted
claims of the 830 patent and that m@sonable jury could find to the contrary.

B. Obviousness Under DelLapa and in View of Scroggie

Safeway argues that even if the Court fadsconclude that DelLapa anticipates the
asserted claims of the '830 patent, the Cebduld hold those claims invalid for obviousness in
light of the combination of DeLapa and Scroggi€he Court agrees that the asserted claims
would have been obvious in light tifose references and therefbmds that the asserted claims
are invalid for obviousness, which provides an alternative ground for granting summary
judgment to Safeway.

1. Obviousness under DeLapa alone

The Court does not regard DeLapa as needing supplementation by Scroggie in order to
serve as a basis for a finding of obviousnessenBEY the disclosures dbelLapa were to be
regarded as falling short of satisfying the requieats of anticipation, th830 patent would still
be obvious in light of DeLapa alondt is well settlel that a patent can lwbvious in light of a
single reference if it would haugeen obvious to modify that reénce in a way tht results in

the patented invention. See Graham v. Jokere Co., 383 U.S. 1, 21-16 (1966) (finding the

patent at issue invalid on two grounds, edased on single-reference obviousness); Boston
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Scientific Scimed, Inc. v. Cordis Corp., 568d 982, 990-992 (Fed. CR009) (overturning jury

verdict of non-obviousness basexh single-reference obvious®; B.F. Goodrich Co. v.

Aircraft Braking Sys. Corp., 72 F.3d 1577, 1582¢(8&d. Cir. 1996). The Court has concluded

that DelLapa discloses all of the claim limitets of the '830 patent. But if any of those
limitations are deemed not to be explicitly disclosed in DelLapa, the Court concludes that they
would be obvious from the DelLapa refereraned that no reasonabflender of fact could
conclude to the contrary.

DelLapa discloses an automated, compdtiven “focused coupon system,” which
enables a party wishing to offer a coupon-basedntive program to target particular consumers
based on their demographic caeteristics and psychographic fa such as their purchasing
histories. The system disclosed in DelLaparessly provides for computers to record the
customers’ characteristics and track their purebat® match those characteristics and purchases
to particular coupons, and to direct the selectagpbons to selected consumers. The system also
provides for the creation and distribution of cong for the products of multiple manufacturers,
and it determines when the available coupforseach manufacturer or product have been
exhausted. Finally, DelLapa dissts that its system is capalilk using targeted coupons to
direct consumers to particular retail storeés,, particular geographic locations where the
coupons can be redeemed.

Even assuming that Kroy is correct thatBpa does not anticipathe '830 patent, Kroy
has not pointed to any limitations of the 830 p&téhat would not havbeen obvious to obtain
by simple modifications of the DelLapa referenderst, even if Kroy is correct in arguing that
DeLapa does not disclose a “Hothat provides a system for sponsoring companies to offer

incentive programs, but instead discloses a sepaentral administrator that controls the host
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system, any modification necessary to convert the “administrator” of Daehtpéhe “host” of
the 830 patent would be trivial iiight of the similarity in thdunctions performed by the “host”
and the “administrator.”

Second, given that DelLapa discloses atesy for determining when the number of
coupons of particular types has been exhaystewould be obvious tonodify DelLapa to
provide not only a determination wfhen the coupons were exhaudstbut also anndication of
how many coupons have been distributed at anycpkat time and how many remain available.
Kroy does not seem to dispute that such capability would be sufficient to constitute an
“‘inventory management system” and thus tos$athe “in communicatn with an inventory
management system” limitation of the 830 patent.

Third, Kroy argues that DeLapa does not disclose sponsor-selected fulfillment because
the administrator in DelLapa “serves only as arermediary facibator,” and not as a sponsor.
Dkt. No. 163, at 10. As in the case of the “hdstiitation, it would be ftivial, in light of the
similarities in the functions of the administraend the sponsor, to modify the DeLapa system
so that the tasks of the administrawould be performed by the sponsor.

Fourth, Kroy argues that DelLapa “does mwiigclose the retailer having control over
award selection or customer selection,” anat fheLapa “does not disclose code running on a
host system that permits an incentive progrsponsor to provide sgific award unit items
selected by a sponsor thatatailored to demographic andypbographic preferences of a
sponsor-selected user.” Thagament again seems to be poated on perceived differences
between the role of the host, the sponsors, ancethers in the '830 patent system and the role
of the administrator in the DeLapa system.elkassuming that the argument is based on more

than simple differences in nomenclature, it waoddtrivial to modify DeLapa to shift functions
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from the administrator to other entities thaduld clearly satisfy the definitions of “host” and
“sponsor” in the '830 patent.

Finally, Kroy argues that in DeLapa the retail location for fulfillment is selected by the
administrator, not by the sponso©nce again, to the extent thtae definition of “sponsor” is
considered insufficiently broad toclude the “dministrator” of DeLapait would be obvious to
allocate the administrator’s function to sponsor, since those functions—and the overall
operation of the program—are othese identical. Accordingly, the Court concludes that the
accused claims of the '830 patent woulddnédeen obvious based on DelLapa alone.

2. Obviousness under DelLapa in view of Scroggie

Even if DelLapa alone were not sufficieto render the ’'830patent invalid for
obviousness, combining DelLapa with Scroggie dohve that effect, aSafeway contends.
Safeway points to particular limitations in the ass claims of the '83Qpatent and argues that,
assuming DelLapa is found lacking with redper those limitations, Scroggie teaches those
limitations and would lead to a combination references that would render the '830 patent
invalid.

First, as Safeway argues, Scroggie disddbe “specific award unhitem” limitation of
the 830 patent becaustediscloses a “dynamic coupon” thaontains not just a product code
and coupon conditions, but also the consumer’s manh@usehold id. [sic: “identification”], the
retailer id. where the coupon must be redeemed, and a coupon sequence number for added
security.” Scroggie, col. 10, .3-17. Therefore, even if theupons of DeLapa are regarded as
not constituting “specific awdr unit items,” Scroggie expregsHiscloses that coupons can
contain other information. That disclosure dedssthe definition of “pecific award unit item”

in the Court’s claim construction, which wassiaecific award item and all of the corresponding
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identifying or classifying information.” DkiNo. 90, at 24. Because the coupons of DelLapa
include bar codes that can encode various kinds of information, the decision to include additional
information on the coupon of the sohosen by Scroggie wallhave been obvious.

Second, Safeway argues that Scroggie discloses sponsor-selected fulfillment because
Scroggie makes clear that the inceasithat are offered to consumeare selected by the retailer
or manufacturer. As Scroggigmains, “the Web site throughihich customers communicate in
accordance with the present invention is @perative site involving both retailers and
manufacturers, to provide customers with detg of information, planning aids, and shopping
incentives from multiple sources.” Scroggie, @plll. 12-18. Because DelLapa makes clear that
its system is sufficiently flexible that it cdre operated by a singletader as well as by an
administrator working on behatiff retailers and manufactureiswould be obvious to modify
DeLapa to create a system in which retailexs manufacturers operate the system directly, even
assuming that limitation is not satesd by DelLapa alone.

Third, Safeway contends that Scroggie teathasthe “sponsor-selected specific award
unit item” is tailored to “demographic andypbographic preferences of a sponsor-selected
consumer user,” as required by tl830 patent claims. Scroggiepdiitly discloses the storage
of “selected demographic information” of camsers and the targeting of consumers “based on
customer profile or demogrhic information maintained by the system administrator and
selected by the manufacturer.” Scroggid, &@, line 53, through col. 13, line 31. Similarly,
Scroggie discloses that in its system, consemesly be targeted byein purchasing histories
and buying patterns, which constitute psychograpraferences, as previously acknowledged by

Kroy. 1d., col. 4, . 39-47; coll2, Il. 28-33, 60-63; col. 13, Il. 19-23.
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Finally, Scroggie discloses the limitatioos dependent claims 23 and 24, in which the
system uses an identification cavdh memory for storing datasaociated with the user, and in
which the data is a personal identification number. Scroggitsésctracking each consumer’s
purchasing behavior through the use of “some fofnunique identification during the purchase
transactions, such as a check-cashing carckedita@ard, a magnetically encoded check, or some

other form of identification,” Saggie, col. 12, Il. 14-18; see algh, col. 12, Il. 60-63 (“The

databas®02is developed as a result of consumers being uniquely identified on each visit to the
store, by use of a frequent shoppard, a credit card, or some atlierm of identification.”).
That disclosure clearly describes the use adsaontaining informadin uniquely identifying the
consumer, including the use of carslich as credit cards that identify the consumer by reference
to an identification number unique to the consusicard. That portioof the disclosure of
Scroggie reinforces the disclosure of DeLawhjch discusses the use of electronic customer
cards and personal identification numbers to idgp&rticular consumers and to enter purchases
into the store’s in-store computersggm. Delapa, col. 1, Il. 41-57

The Court concludes that it would have beérious to combine DeLapa and Scroggie,
and that a reasonable finder atf could not conclude to the contrary. The two references relate
to exactly the same field of aeind they involve very similar liations. Indeed, the limitations
addressed above from Scroggie are simply neagicit forms of the corresponding limitations
found in DeLapa. There is np@arent reason why a person wbuabt be motivated to combine
the two, even assuming that the limitations conthinemore detail in Scroggie were deemed not

to be present in DelLapa.
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3. Secondary considerations

Kroy briefly alludes in its brief to what claims are “secondary considerations of non-
obviousness.” Dkt. No. 163, at 18. Kroy claithsit the evidence it has offered through its
expert, Mr. Sherwood, shows théite ‘830 patent would not i@ been obvious because the
invention met with commercial saess; it provided aolution to long-felt unmet needs; it met
with skepticism by industry partgants; and other approachesstiving the same problems had
failed.

Evidence of secondary considtions is always relevanbut it does not suffice to
overcome a strong showing of obviousness ioase in which obviousss is clear from a

comparison of the prior art references and phatent in suit. See Western Union Co. V.

MoneyGram Payment Sys., Inc., 626 F.3d 13&L/3 (Fed. Cir. 2010); Wyers v. Master Lock

Co., 616 F.3d 1231, 1246 (Fed. Cir. 2010); AsysthB., Inc. v. Emtrak, Inc., 544 F.3d 1310,

1316 (Fed. Cir. 2008); Leapfrog té&ns., Inc. v. Fisher-Pricdnc., 485 F.3d 1157, 1162 (Fed.

Cir. 2007). This is such a casss the Court concludes thaetehowing of obviosness in this
case—even apart from the showing of anticqpati-is compelling and is not called into doubt by
the evidence of secondary considerations.

The secondary consideration evidence pretfeby Kroy does not constitute persuasive
evidence of non-obviousness. As to commersiglcess, Kroy arguesaththe accused system
and others like it have been successful, and ttieatsuccess of those systems shows that the
patented invention must not have been obvidaist the success of Safeway’s system and others
like it is indicative of non-obviousiss only if the patented inveati was new; if such a system
had already been developed, as Safewayeooist the success of such systems cannot be

attributed to the noveltpf the invention. Iimerely indicates that ¢hidea—regardless of who
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first developed it—was well-received. Kroy’s argument as to the importance of commercial
success thus carries with it thek of circularity—it supportshe inference of non-obviousness
only if the invention was not aady readily available, which is true only if the invention was
non-obvious and not anticipated. That is one ef id&asons that the courts have held that a
strong showing of obviousness (sometimes reflete as a strong prima facie showing of
obviousness) overcomes the probative valuesefondary considerah evidence such as

evidence that the idea underlying the inventios heet with commerciasuccess. _See, e.g.,

SIBA Neurosciences, Inc. v. Cadus Pha@uorp., 225 F.3d 1349, 1358-59 (Fed. Cir. 2000).

In this case, cleaand convincing evidence shows thié asserted claims of the ‘830
patent were anticipated by DelLagad obvious in light of DeLapalone and the combination of
DelLapa and Scroggie, and that no reasonable rfinfiéact could conclude otherwise. That
showing is sufficiently strong #t Kroy’s evidence as to the mamercial successf marketing
programs based on concepts found in the Kroynpakees not support Kroy’s contention that the
commercial success of those programs is attributable to novel ideas disclosed for the first time in
the '830 patent.

Kroy’s evidence of long-felt unmet need sufférem the same flaw as the evidence of
commercial success. That flaw is illustratedtwo sentences in MiSherwood’s declaration
that are devoted to this point. lHdtates that the invention ofeth830 patent praded “solutions
to the needs that theipr art failed to solve. Although theweas considerable interest and work
being performed in the area, no one developed a solution that solved the problems that the 830
invention solved.” Dkt. No. 163-2, at 44. Butthssertion that the invention satisfied a long-
felt unmet need depends on the conclusion thaintrention of the '830 patent was novel. It

does not constitute independent evidence of theltyoskthe invention. The probative force of
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Mr. Sherwood’s further assertion that “I am reavare of any other eence suggesting that
anyone else working in the field had eithezntfied the problems addressed by the '830 patent
or provided any solution to them,” id., 45, depends entirely on the correctness of his
conclusion that references suels DelLapa and Scroggie neithidentified no solved the
problems addressed by the '830 patent, a prbposthat the Court has rejected as clearly
incorrect in light of an analysisf the claims of the ‘830 pateand the disclosures in the prior
art.

As to the failure of other approacheédr. Sherwood’s declaration contains a single
conclusory paragraph essentialgterating his contention that “jpdr approaches did not solve
the problems that [the '830 patent inventasight to overcome.” Dkt. No. 163-2, at 45. Mr.
Sherwood’s assertion in that regard camano supporting information and again depends
entirely on his conclusion that thevantion of the '830 patent was novel.

Finally, Mr. Sherwood asserts that theidewce shows that there was widespread
skepticism about the invention, which accordiogMr. Sherwood indicates that it was a novel
solution to the problems it addressed. Mr. Sloedwelies on evidence, reported to him by York
Eggleston, one of the inventors of the '830 patdrdt Mr. Eggleston had difficulty persuading
commercial entities to license his inventiorMarketers at the time that the '830 patent
application was pending, according to Mr.e8kood, typically used only non-personalized
coupons, which could be redeemed at any stmd, manufacturers had even less control over
where their coupons were redeemed. Dkt. Ng8-2, at 46. Because of the way coupons were
distributed, sponsors were pested from “targeting them to the unique preferences of

individual customers.” _1d. In addition, aecding to Mr. Sherwood, the industry did not
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recognize the benefits of coordinating awdndfillment programs withretailers’ inventory
management systems and controlling the geogedpbation for fulfilment of incentive awards.

There is some tension between Kroy’'s argument about commercial success and its
argument about widespread skepticism. Succekseimsing a patent is often cited as evidence
of non-obviousness because it can serve asndication that the wention has met with

commercial success. See Soverain Softwar@ v. Neweqq Inc., 705 F.3d 1333, 1346-47 (Fed.

Cir. 2013);_Arkie Lures, Inc. v. Gene LaveTackle, Inc., 119 F.3d 953, 957 (Fed. Cir. 1997);

EWP Corp. v. Reliance Univershic., 755 F.2d 898, 907 (Fed. Cir985). Yet in this case,

Kroy argues that lack of success in licensinguglence of non-obviongss because it shows
that others were skeptical ofethnvention. As a matter of simplegic, it seems unlikely that
commercial success and lack of commercial ssgcan both be inditive of non-obviousness
in the same case.

Beyond that, Kroy’s evidence fails to shavnexus between the lack of success in
marketing the '830 patent and industry skepticiegarding the invention. Lack of marketing
success can be attributable to numerous caus#sding that the industry may have regarded
the 830 patent as not having broken new groumdi thus not to be wdry of licensing. That

explanation seems particularly likely in light oktfact that the featured the ‘830 patent were

explicitly taught in the prior areferences discussed above. See Ohio Willow Wood Co. v. Alps

South, LLC, 735 F.3d 1333, 1344 (Fed. Cir. 2013).e €hidence therefordoes not show that

Mr. Eggleston’s inability to market his inventicuccessfully reflecteithdustry skepticism that
in turn was attributable to the novelty of his/ention. In sum, the evidence of secondary

considerations proffered by Kroy is not particlyapersuasive, and it would be far short of
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sufficient to overcome the powerful evidence of olwginess in the eyes of a reasonable finder of
fact.

For the foregoing reasons, the Court hdlist claims 1, 19, 20, 21, 23, and 24 of the
'830 patent are invalid faanticipation and obviousness.

Itis SO ORDERED.

SIGNED this 29th day of May, 2015.

i st O Ty

WLLIAM C. BRYSON
UNITED STATESCIRCUIT JUDGE
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