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

LOYALTY CONVERSION SYSTEMS
CORPORATION

Plaintiff,
Case No. 2:1%8V-655

V.

AMERICAN AIRLINES, INC,, et al,

w W W W W W W W W

Defendans.

CLAIM CONSTRUCTION MEMORANDUM OPINION AND ORDER

On August 28, 2014, the Court held a hearing to determine the proper construction of the
disputed claim terms in United States Patent 8¢%13,023 (“the '023 patent”) and 8,511,550
(“the '550 patent”) owned by plaintiff Loyalty Conversion Systems Cogimn (“Loyalty”).

After considering the arguments made by the parties at the hearing arel parties’ claim
construction briefing (Dkt. Nos. 110, 113, ah#l5), the Court issues this Claim Construction
Memorandum Opinion and Order.

|. BACKGROUND

On August 20, 2013, Loyalty filedeparateactions against each of the nine defendants.

All nine actions were later consolidatéal all purposes except venuader the lead case, No.
2:13-cv-655. Case No. 2:16v-655, Dkt. No. 18. In its complaintspyalty asserted claims 31
34, 36-42, and 44-46 of the '023 patent, and claims 1-3 and 5-7 of the '550 patent against each of

the nine defendants.
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The '023 patent, entitled “Exchange of Nhiegotiable Credits of an Entity’s Rewards
Program for Entity Independent Funds,” is directed to a system by whiechegmtiable credits
earned in an awards program (such as airline frequent flyer miles ordyaky laward points)
can be converted into credits that can be used to purchase goods or services from a vendor other
than the issuing entity. The '550 patent, entitled “Graphical User logefte the Conversion of
Loyalty Points Via a Loyalty Point Welie,” is directed to a graphical user interface, such as a
website, that includes a conversion option that, as in the '023 patent, allows thesiconoé
non-negotiable credits earned from one entity into a form that can be used to pwyohdser
sewices from another vendor.

The common specification of the two patents explains that loyalty rewardsl igsue
customers are typically redeemable with the granting entity or its affjliatesnot with other
unaffiliated entities The lack of transferaility reduces the attractiveness of the rewards to
customers and leads to some customers having modest amounts of rewards frone multipl
providers, none of which have significant value to the customer. In addition, the spenificat
cites delays in procesg requests for redemption of awards and the expiration of awards as
discouraging consumers from participating in awards programs. ’'023 patent, col. 18 line
through col. 2, line 11; '550 patent, col. 1, line 37, through col. 2, line 32.

Other aspestof the invention described in the common specification aréa(spftware
method for converting nenegotiable credits into negotiable furids which the conversioof
non-negotiable creditinto negotiabldundsat an agreedipon conversion rate mitomatically
determined and the conversion transaction automatically performed; and/N2pdased credit

to fund conversion system,” in which the negotiable funds obtained through conversion of non



negotiable credits can be used fecanmerce purchasdsom vendors that do not honor the
non-negotiable credits. '023 patent, col. 2, line BBough col. 3, line 24; '550 patent, col. 3, II.
21-46.

Il. DISCUSSION

Only three groups dferms orphrases from the two patents are in dispute: In the '550
patent, the parties dispute the meaning ofptirase‘to convert.” In the '023 patent, the parties
dispute the meaning ofi¢ term “transfer[s] or conveos[s],” and the related terncbnversion
or transfer” Also at issue are thghrase‘the at least one of the one or more computers” and the
phrase‘the one or more notransitory computerelated mediumsin claims 31 and 39 of the
'023 patent, respectively. The plaintiff contends that none of those terms needs tionsisc
each should be given its plain and ordinary meaning. The defendants disadhesx: view, the
terms “convert,” transfer[s] or conversion[s],” and “conversion or transfer” should all be
construed taneanconversionghat occur approximately immediatelyrthe defendants contend
that the phrases “the at least one of the one or more computers” and “the one or more non
transitory computerelated mediums are both indefinite for lack of proper antecedent bases,
and thathe claims in which those terms appase thereforénvalid on indefiniteness grounds.

A. “To Convert,” “Transfer[s] or Conversion[s],” and “Conversion or Transfer”

The plaintiff argues that the phras#éransfer[s] or conversion[s]” and “conversion or
transfer,” used in the 023 patent, and the phrase “to cqhuedd in the '550 patenshould be
giventheir plain and ordinary meaning. The defendants argue that each of those phoagés
be construed to mean “to convert in an approximately immediate fashion.” ThecGociudes

that thedisputedterms shouldbe giventheir plain and ordinary meaning and that they are not



used in the '023 and’550 patemh a way to require thahey beaccorded the narrower meaning
advocated by the defendants.

The claim language contains nothing that would support the defendants’ argument that
the disputed phrase and in particular the term “converi@s those phrases are used in the
patentsmean “to convert in an approximately immediate fashioho the contrary, theontext
in which the phrases are used in the clasmggestghat the terms are intended to be accorded
their ordinary meaningh common parlanceln particular, several dependent claims in thg0'5
patent, claims 7, 15, and 19, recite methods in which the customer’s selection of #wsioonv
option and the updating of the Web page or pages in accordance with the selection is done
“within a single useinteractive Web sessiomt a “single usernteractive session.”

Loyalty argues that the presence obgb dependent claimsin which the entire
transactionand thus the conversipis approximately immediatendicates that the independent
claims of the two patents are not limited to embodiments featuring “approximately inehedia
transactions. The defendants respond that principles of claim differentiatiomappicable
here, because the defendants’ psmub construction would not render any of the dependent
claims wholly superfluous. While that is so, thepdndent claims, which are dited to
processindwithin a single useinteractive Web sessibror “userinteractive sessionapture
the concept ofapproximately immediate” transactions. That is particulatgar because the
specification states that the term “approximately immediate,” as used in tdrgspaigniles
“that a transaction can occur within a single Web sessit®R3 patent, col. 2, ll. 423; '550
patent, col. 2, Il. 684. The specification does not describe any other method of attaining

“approximately immediate” results, so the presence of the dependent cteomgyssuggests



that the independent claims do not require theeetransactionincluding the conversionp be
conducted in a single web sessionhe specificatiothus supports Loyalty’s argument that the
terms “convert “transfer,” and “conversion,” as used in the independent claims of the two
asserted patents;eanot limited to conversions and transfers that @pproximately immediate.”

As support for their proposed construction, the defendants look to the common
specification of the '023 and '550 patents. In particular, they focus on the portion of the
gpecification that describeme of the problems encountered by consumers when redeeming non
negotiable creditsthe time that such conversions can take. The specification explains that the
steps of a conventional redemption

often require days or weeksdcomplete. For instance, consumers participating in

online entertainment sites oftanerequired to wait a minimum of three days for

their entertainment credits to be redeemed. Redemption delay can be particularly

aggravating to -€ommerce consumers, whby nature of an -eommerce

marketplace expect rapid responses and immediate consumer gratification.
'023 patent, col. 1 Il. 47-54; '550 patent, col. 1, line 67 through col. 2 line 7. From this language,
the defendants infer that the specification “digalisparages prieart conversion techniques
based on the lengthy delay consumers experience in redeeming theieguaiiable credits.”
Dkt. No. 113, at 5.According to the defendants, the specification “expressly distinguishes the
claimed invention o precisely this point,” by stating that the invention overcomes the time

problem by “providing systems and methods for converting-rmegotiable credits into

negotiable fundg an approximately immediate fashibrid. The defendants then quote several

excerpts from the specification in which the specification states that the imveygrmnits
consumers to convert naregotiable credits “in an approximately immediate fashion”; that it

“can have approximately immediate results”; that the entire method “can occur in an



approximately immediate fashion”, and that the conversion agency “caymatitally
approximately immediately convert” such credits iatguantity of negotiable funddd. The
defendants conclude that, by distinguishing the prior art for not allowing apptekima
immediate conversions and praisitigg invention for allowng conversions in that manner, the
patentees disclaimed a broader meaning for the term “conversion” and limitecklihests a
method in which conversions occur in an approximately immediate fashion.

The defendants’ argument is unconvinciigpthing in the specification requires that the
claimed method convert neregotiable credits into negotiable funds “approximately
immediately,” asthe defendants claim, much less that the term “convert” be given that
unconventional meaning. The specification simply points out that the computerizeth syst
gives the claimed method the capacity to conduct such conversions quickly, whiclottetpr
systems discussed in the specification did not do. The immediate conversion iedhue
expressed as an advantage of the system as a whole, not as a limitation of theaakhims
certainly not as a limitation of the claims driven by a narrow defmitibthe term “convert.”It
is common for a specification to describe various advantages or purposes oiea asiention,
but that does not mean that an accused product that does not embody each of those advantages or
serve each of those purposes is thereby excluded from the patent’s coBgeBeaxair, Inc. v.

ATMI, Inc., 543 F.3d 1306, 1325 (Fed. Cir. 200g)] t is generally not appropriate to limit

claim language to exclude particular devices because they do not serve a percgosd plr

the invention”) (internalquotationmarks omitted) Kim v. ConAgra Foods, Inc., 465 F.3d 1312,

1319 (Fed. Cir. 2006) The mere fact that one object of the invention is to produce a slow acting

oxidant which is functional throughout the entire manufacturing process does mothaethis



particular feature was adopted as a limitation in each claim of the pPat&aassTechs., Inc.

v. 3Com Corp., 343 F.3d 1364, 1370 (Fed. Cir. 2Q08n invention may possess a number of

advantages or purposes, and there is no requirement that every claim dirdwédhtention be

limited to encompass all of thefyy Brookhill-Wilk 1, LLC v. Intuitive Surgical, Inc., 3 F.3d

1294 1301 (Fed. Cir. 2003) (“Advantages described in the body of the specification, if not
included in the claims, are not per se limitations to the claimed inventi@méynal quotation
marks omitted) Those principles apply even if the specification disparages the prior art on the
ground that it lacks advantages found in the invention; absent a clear disavowal of ofa#m sc
language touting the advantages of the claimed invention over the prior arhatgestify

reading limitations into otherwise clear claim languageeGadlight, Inc. v. WalMart Stores,

Inc., 355 F.3d 1327, 1332-33 (Fed. Cir. 2004).
The cases relied upon by the defendantshatehelpful to them. In each tfiose cases
the specification defined the invention restrictively, so as to exclude aydartembodimentin

SciMed Life Sygems Inc. v. Advanced Cardiovascular $m®s Inc., 242 F.3d 1337 (Fed. Cir.

2001), thespecification made clear that the catheters recited in the dl@easoaxial structures,
not the alternative, dual lumen structures. The specification was sufficiégar on that point
that the court was able to conclude that the patent used the term “cathatezanocoaxial
cathetersnotcathetersaving anyother structure.ld. at 134045. The same is true don-Net

LP v. Flagstar Bancorp653 F.3d 1314 (Fed. Cir. 2011), where the court defined the term

“document or file” as limited to information originated from hard copy documentghindf the
specification’s definition of the inventiora$ a system that processes informatlenived from

hard copy documents.”ld. at 132223, Likewise, in Honeywell International, Inc. v. ITT




Industries, Ing. 452 F.3d 1312 (Fed. Cir. 2006), the cooonstrued the term “elaeally

conducive fibers” to exclude carbon fibers in light of ttemarks in the specification explaining
why carbon fibers would not be suitable as “electrically conductive fibdudsat 1320.

In all three of those cases, thpecification made clear that the term used in the claims
was to be defined narrowly, to exclude the broader meaning proposed in the litidgeien the
specification merely touted the capacity of the patented system to allowdiateneonversion
and disparaged the referenced prior art systems for not allowing such conversathsg kb
the specificationsuggestshat the patentioesnot cover embodimentthat use the ptented
method but do not allow conversions to be performed immediately.

The Fedeal Circuit has criticized courts for importing limitations from the specification

into the claims. SeePhillips v. AWH Corp., 415 F.3d 1303,323 (Fed. Cir. 2005) (en banc)

What the defendants are proposing is even worse: to import an advantageoies déadhe
invention from the specification armbnvertit into a restrictive limitation o the claims. The
Court concludes that nothing in the specification supports such a strained construction of the
terms in dispute here. The Couhterefore holds that the phrase “to convert” needs no
construction and cdpe easily understooly reference tas plain and ordinary meaning.

B. “The at Least One of the One or More Computers”

The plaintiffs contendthat the phrase “the at least one of the one or more computers” in
claim 31 of the '023 patent should be given its plain and ordinary meaningdeféraantslo
not propose a construction taatlphraseput insteachsserthat the phrase indefiniteand that
claim 31 and its dependent claiar® therefore invalifor indefiniteness.

Claim 31 contains the following three limitations, quotegentinentpart:



at least one of one or more computéesecting a communication over a
network to grant a consumer a quantity of the entity independent funds . . .

responsive to the communication, at least one of one or more computers
granting the consumer the quantity of the entity independent funds; and

the at least one of the one or more compudeceptingat least a portion
of the quantity of entity independent funds in exchange for the goods or services
that the commerce partner provides, wherein the one or more comgaoitact
accept the nomegotiable credits of the entity’s rewards program for the good
services irfthe] absence of the conversion or transfer.

'023 patent, col. 10, Il. 7-27 (emphases added).

The defendants argue thé#te portion of the thirdunderlinedlimitation, which recites
“the at least one of the one or more compuitéssindefinite because it lacks elear antecedent
basis. In particular, the defendants argue that it is unclear whethemntpateecs that accept the
guantity of entityindependent funds are the computers that detect a communication over a
network or the computers that grant the consumer the quantity of-iewiéyendent funds.
According to the defendants, a person of ordinary skill reading the patent ‘adelgbret claim
31 to have at least twannflicting interpretations First, the detecting and accepting steps could
be performed by the same set of computers with the granting step performeliffieyent set of
computers. Second, the detecting and granting steps could be performed bydhsetsam
computerswith the accepting step performed ayifferent set of computers.” DKilo. 113, at
11-12 (emphases removedBecause the claim is susceptible to two conflicting interpretations,
the defendants argue, it does not serve to provide public notice of the scope of the ttlaim wi
reasonable cainty and is therefore invalid for indefiniteness in light of the Supreme Court’s

recent decision ilNautilus, Inc. v. Biosig Instruments, Ind.34 S. Ct. 2120 (2014).

Taken in isolation, the language of claim 31 camdiestruedn a manner that makeise

claim coherent, albeit awkward. The first two references to sets of “on@rer computers”



providethatat leastoneof oneor more computers dets@ communication to grant a consumer

a quantity of entityindependent fundgthe first reference)and that in response to the
communicatiorat least one obne or more computers gramihe consumer thguantity of entity
independent fundg@he second referenceYhat much is clear, and the defendants do not contend
otherwise. The thirdeference to a $®f “one or more computers” provides that a portion of the
entity-independent funds are accepted in exchange for goods or services, a function that is
performed by the at least one of the one or more computers.”

It is thoseintroductory words—“the at least oneof the one or mofe—that create
confusion as to the meaning of the clairiowever, that language can be squared with the rest of
the claim if the claim as a whole is read to meandh&tast one of thirst set of computers or
at least oa of the second set of computers not only performs the function assigned to its own set
of computers, but also performs the function of acceptivg entityindependent funds in
exchange for goods or servicealthough theclaim language does not specifyich of the “at
least oneof oneor more computersis the antecedent for thiird reference to “one or more
computers,'that problem can be solved bgnstruingthe antecedent for the thingferencdo be
either the first set of computers or the second set of computers, or both.

To be sure, there is no indication in the specification or elsewhere that theanweas
intended to be limited in # fashion. However, thalternative construction offered by
Loyalty—that each of the three functions da@ performed by a different computer or set of
computers—is unsatisfactory, because it wholly igntresantecedent reference in the limitation
that recites “the at least one thfe one or more computers accepting at least a portion of the

guantity of entity independent funds.” Based on the language of claistaBdingalone, the

10



Court would be prepared to construe that claim to mean that a computer performing the
“accepting” function would also have to perform the “detecting” function, or thantipg”
function, or both. But the language of claim 31 does not stand alone.

As the defendants pointed out at the claim construction hearing, claim 37, which depends
from claim 31, is inconsistent with that interpretation of claim &laim 37 recites thmethod
of claim 31and then add$vherein a plurality of different ones of the one or more computers
detects the communication, grants the consumer the quantity of entity independentrdnds, a
accepts the portion of the quantity of entity independentsfinth referring to a plurality of
“different ones of the one or more computers,” claim 37 requires that the thremrigret
detecting, granting, and acceptirgach be performed by a different computer set of
computers As such, claim 37 conflicts with the construction of claim 31 set out above, in which
the computer or computers that perform the accepting step also perfornthestidetecting step
or the granting step, or both.

The clash between claim 37 and the only construction of claim 31 thka&tsrfiaguistic
sensdeaves the Court in a quandary as to the meaning of claim 31. Under the Fedeits Ci
pre-Nautilustest, the Court might be inclined to disregard the incoherent language of thé “the a
least one of the one or more computers” latin and construe claim 31 as if that limitation
read simply“at least one of one or more computers.” But it is hard to ignore the patentee’s
obviously conscious decision to depart from that language in the “the at least beeoaktor
more computersfimitation, in favor ofa different formulationusingthe word “the”twice. In
the end, the Court is left to guess at the meaning of claim 31. Because timgroé#mat claim,

in the Court’s view, would not “inform those skilled in the art about the scope of the invention

11



with reasonable certaintyNautilug 134 S. Ct. at 2129, the Court holds that claim 31 is invalid
for indefiniteness.

C. “The One or More Non-Transitory Computer-Readable Mediums”

The defendantsalso contend that th@hrase “theone or more nottransitory computer
readable mediunyswhich is found in claim 39 of the '023 pateitt,indefinite.

Claim 3 of the '023 paterntontains the following limitations, quoted in pertinent part:

A computer program product comprising:

one or more notransitory computereadable mediums

program instructions, stored on at least one of the one or more non
transitory computereadablemediums to detect a communication over a network
to grant a consumer a quantity of entity independent funds . . .

one or more notransitory computereadable mediums

program instructions, stored on at least one of the one or more non
transitory computereadablemediums to, responsive tdhe communication,
grant the consumer the quantity of entity independent funds; and

program instructions, stored on at least one of the one or more non
transitory computereadable mediumgo accept at least a portion of the quantity
of entity independent funds in exchange for the goods or services that the
commerce paner provides . . ..

‘023 patent, col. 11, Il. 1-38 (emphases added).
The defendants argue that claim 39 and its dependent claims are indefinite bitause
39 refers to twonon4ransitory computereadable mediums and three program instructions, but

does not make cleavhich of the three program instructions are stored on which of the two non

! Loyalty offered an expert declaration in support of its argument that &aiis not
indefinite. The declaration, however, simply asserts that the phrase “thstairie of the one or
more computers” would be “readily understandable to a persordifaoy skill in the art who
would understand [it] with reasonable certainty to refer to the same set of meeocomputers
... in claim[] 31,” and that the phrase “one or more computers” is “used consistentyhtbmbu
the claim.” Dkt. No.1152, at5, 6. Those statements are of no help to the Court. They are
entirely conclusory and do not focus on, explain, or even appear to recognize the linguistic
problem created by the confusing antecedent reference in the “the at least onenefadhenore
computers” limitation.

12



transitory computereadable mediumsexcept to specify that the first program instruction is
stored on the first non-transitory computeadable medium.

Once again, the claim drafting is sloppy, buthis case it isot indefinite. The second
reference to théone or more nottransitory computereadablemediums” is entirely redundant
of the first. The claim does not recite a second set oftnamsitoy computefreadable
mediums, but simply repeats that limitatievhich appears to be the result of a drafting error.
Interpreting the second reference to the “one or moretraository computereadable
mediums” as simply a duplication of the first, tiaim is notindefinite, as isimply recites that
the three program instructions are stored on at least one of the one or mdransibory
computerreadable mediums concept that would be perfectly clear to a person of ordinary skill
in the art.

Even if the second reference to “one or more transitory computereadable mediums”
werenot regarded as a drafting error Imgtead werdreated as a separate limitation, the claim
would still not be indefinite. The defendants appear to agree thaffithe set of program
instructions must be stored on the first of the “one or moretnamsitory computereadable
mediums,” as the reference to the first set of program instructions comes thefasecond
recitation of “one or more nemansitory computereadable mediums.” But even as to the
second and third set of program instructions, the requirement that they be “stordeash abe
of the one or more nemansitory computereadable mediums” does not create ambiguity, as the
reference to “one omore nortransitory computereadable mediums” could refer to either the
first iteration of that limitation or the second. Accordingly, the claim is propedy to allow

for the second and third set of program instructions to be stored on either the firgtnok setc
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of “one or more noitransitory computereadable mediums.That is,the second and third set of
program instructions can be stored on any of thetraorsitory computereadable mediums.
Reading the claim language in that way, the claimge exactly the same coverage, whether the
second recitation of “one or more ntransitory computereadable mediums” was a drafting
erroror was intended to be an independenitation, separaté&om the first reference to “one or
more nontransitorycomputer-readable mediums.”

Thus, while the language of claim 39 of the '023 patent is broad and permissive, the
scope of the claim is clear. Because ti@m languagedoes not restrict how program
instructions are distributed across computers, it does not leave the reader withsdmuibiea
scope of the claimThe challenged language from claim 39 is therefore not indefinite, and claim
39 and its dependent claims are not invalid for indefiniteness.

IT IS SO ORDERED.

SIGNED this2d day ofSeptember2014.

Voo 2 Ty

WILLIAM C. BRYSON
UNITED STATES CIRCUIT JUDGE
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