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

KROY IP HOLDINGS, L.L.C,,

Plaintiff,

Case No. 2:13-CV-888-WCB

V- LEAD CASE

AUTOZONE, INC,,

w W W W W N W W W

Defendant.

CLAIM CONSTRUCTION MEMORANDUM OPINION AND ORDER

On November 19, 2014, the Court held a heptindetermine the proper construction of
the disputed claim terms in U.S. Paterd. N,054,830 (“the '830 patént owned by plaintiff
Kroy IP Holdings, LLC. After considering theguments made by the parties in their claim
construction briefing (Dkt. Nos. 82, 85, and 9hylat the claim constrtion hearing, and with
due consideration of the claim construction ordefating to the same patent in the related case

of Kroy IP Holdings, LLC v. Safeway, Inc.,aN 2:12-cv-800, the Court issues the following

construction of the terms as to which the parties disagree.
. BACKGROUND
The '830 patent, entitled “System and thied for Incentive Programs and Award
Fulfillment,” is directed to the use of compts and the Internet to design and implement
incentive award systems that can be usegramote merchants’ products and services to

consumers. The two independent claims of 838 patent, claims 1 and 19, recite as follows:
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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 executed on said host
computer for participation in incentiy@ograms of a plurality of providers
in communication with an inventory magement system associated with
each of said plurality of provide wherein said automated award
fulfillment application program providesponsor-selected fulfillment, said
automated award fulfillment application program comprising:

code adapted to provide a sponselected specific award unit
item, said sponsor-selected specifiward unit item being tailored to
demographic and psychographic preferences of a sponsor-selected
consumer user, and

code adapted to provide a sponsor-selected geographic location for
fulfillment.

19. A method for providing an incive program and automating 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 twest computer associated with the
incentive program; and
providing automated award fulfillmerdf said awards to participants,
including providing communicationsvith an inventory management
system associated with each of a plurality of providers wherein said
automated award fulfillment comprises
providing sponsor-selected fulfillment comprising
providing a sponsor-seledtspecific award unit item,
providing said sponsor-selected specific award unit item
tailored according to demographic and psychographic
preferences of a sponsor&aetied consumer user, and
providing a sponsor-selecte geographic location for
fulfillment.

The ’830 patent is the subject of ongoing htign in the_Safeway case, in which the
Court issued two previous claim constructiodess. _See case no. 2:12-cv-800, Dkt. Nos. 90 and
141. The parties in this case now ask the Coucbtwstrue some of the same terms and some

additional terms; with respect wertain claim terms, the defgants have asked the Court to



adopt a claim construction different from the @n&dopted in the Safewaspase. The Court will
address each of the disputed claim terms in teran which they appear in the parties’ briefs.
Il. DISCUSSION

1. “[in] communication with an inventory management system’and“an inventory
management system”

The plaintiffs proposed construction ofin communication with an inventory
management system, as used in claim 1 and dfim: No construction is necessary apart from
the construction of “an inventory management system.”

The plaintiff's proposed construction of “@amventory management system,” as used in
claim 1 and claim 19, is: “at least one systdrat provides an inveaty of an item (e.qg.,
merchandise) or types of items (e.g., coupons, points, services) recotidedward database.”

The defendants’ proposed construction of “in communication with an inventory
management system,” as used in claim 1, is: “which electronically connects an awards database
to a system that provides a quantity of items.(iproducts or servicesy types of items (i.e.,
categories of products or servitesirrently available for redertipn in a retailer’s inventory.”

The defendants’ proposed construction of “in communication with an inventory
management system,” as used in claim 19, “@n electronic connean between an awards
database and a system that provides a quantitemf (i.e., products agervices) or types of
items (i.e., categories of produas services) currently availabfer redemption in a retailer’s
inventory.”

Defendant Starbucks’ proposed constructwdri[in] communicationwith an inventory

management system,” as used in both clairand claim 19, is: *“at least one system that



provides an inventory of award unit items (iproducts or services) currently available for
redemption electronically connected to a software program used for award fulfillment.”

The Court in the Safeway case construedtdrm “inventory management system” as:
“At least one system that provides an inventoinan item (e.g., merchandise) or types of items
(e.g., coupons, points, services) recorded inathard database.” See Safeway, Dkt. No. 90, at
40-45; Dkt. No. 141, at 5-7. The Safeway Coud dot construe the wds “[in] communication
with.”

Analysis: The claim language requiring fomunication with an inventory management
system” is very broad. It does not require angipaar type of commuigiation or any particular
type of inventory management system. isltenough, according to Kroy, that the automated
award fulfillment application program on the hostmputer is in electronic communication with
an inventory management system associated with each provider.

The defendants make several arguments as to how the “[in] communication with an
inventory management system” limitation should be construed.

a. First, the defendants cemd that the term “inventonpanagement system” should be
limited to the inventory management system aétiler. While there is nothing in the claim
language to support that restrigtiveading, the defendants urgatthortions of the specification
and Kroy’s statements in its brief in response to a request for inter partes review before the
Patent Trial and Appeal Board (“PTAB”) requirathhe limitation be construed in that manner.
After examining the specification and the stateis Kroy made to the PTAB, the Court is

satisfied that, read in context, neither the sjpeatibn nor the statements to the PTAB constitute



a representation by Kroy that the “inventory management system” referred to in the claims is
limited to inventory managementstgms maintained by retailers.

Nothing in the specification limits the claimatentory management systems to those of
retailers, as that term is merally understood. Importantithe patent expressly defines
“retailer,” and it does so in a manner that gives term a very broad definition for purposes of
the patent, much broader than the definition ofténen as ordinarily used. The term “retailer,”
according to the specification, “encompasses any individual or company that wishes to provide
awards and prizes to be asstwed with incentive programs.” '830 patent, col. 7, ll. 54-56. In
light of that very broad definition of “retailergven if the patent were construed as limited to
“retailers,” it would still apply taany entity providing prizes assated with incentive programs,
even if the entity were not a “gler” in the ordinary sense difat term. Accordingly, limiting
the scope of the claims to “rd&is,” as that term is commoniynderstood, would create the risk
of artificially and improperly narrowing the gt in a manner contrary to its terms.

Because of the potential for confusion arisimgrirthe breadth of the patent’s definition
of the term “retailer,” tb Court will use the ordinary meaningtbe term “retailer” in the course
of its analysis of the claims’ scope. Howevelisiimportant to keep in mind that the patent’'s
broad definition of “retailer” provides the first, and simplest, answer to the defendants’
arguments that the patent must be read narrewlgpplicable only to retailers, as that term is
used in common parlance.

While it is clear from the specification th#dte inventory management systems can be
those of retailers, and frequentiyll be, the specification does notiicate that the term must be

limited to “retailers,” as that term is ordinariged. For example, Figure 2 of the patent and the



associated text in the specification provides example of the operation of the invention,
illustrating the “particular systems necessary @peration of the present invention.” '830
patent, col. 10, Il. 39-40. To det the operation of those stgms, the figure includes a
representation of a “member rigg@a computer” connected to aétailer inventory system.”
However, neither the figure nor the associdiext indicates that # inventory management
system of the claims must be that of a retaihs opposed to, for example, a wholesaler or a
manufacturer._See id., col. 10.30-50; Fig. 2. Irother passages quoted by the defendants, the
specification simply points out thélhe systems and methods oé thatent “pernt retailers to
make retail items in their inventory availablesfgonsors for associatiavith incentive programs

as prizes,”_id., col. 6, Il. 20-23, and “pernaittomated fulfillment of specific items listed in
computer inventory systems of retailers ategail location,” id., col. 8, Il. 16-17. Those
statements regarding the capalahtiof the invention arnot restrictive imature and do not in
any way suggest that the “inventory managemestiesys” of the patent are limited to inventory
management systems of conventional retailers.

Similarly, Figure 15 and the associatedrtpms of the specification provide an
“overview” of the “functions accomplished by thesgym and method of the present invention.”
See '830 patent, col. 12, linet®rough col. 15, line 56. Figuiks, however, is best understood
as exemplary only; not all of the elementwrid in the figure, or in the portion of the
specification that describes thgure, are required limitations ofaims 1 and 19. From context,
it is clear that the paragraph tbfe specification that describes the “participation of retailers in

the present method” merely describes the mammarhich the system and method can operate



when a retailer elects to offprizes through an incentive prograrBee '830 patent, col. 15, Il.
24-53.

In particular, Figure 15 shows the opéma of the patented system when the
promotional prize is awarded to a customer lrgtailer. The specificain describes the figure
as depicting the “participation oétailers in the premt method and system.” Id., col. 15, Il. 24-
25. It explains that a retailer can “list information regarding prizegetailer wishes to include
in a menu of various prizes offered by the retaildd., col. 15, Il. 38-40.t adds that the “award
database that is creatbg participation by the tailer is also connecteda an electronic data
exchange to the retailer’s proprietary inventsygtem,” which allows the award database to be
“automatically updated to reflect the retaie current inventory according to inventory
numbers.” _1d., col. 15, Il. 41-46. The Court does interpret those poadns of the specification
as indicating that under the claimed systand method the term “inventory management
system” refers only to an inventory maeaent system maintained by a retdiler.

The defendants argue that in the brieoKrfiled before the PTAB, Kroy explicitly
limited the “inventory management system” of tR80 patent to that of a retailer. The Court
has examined the brief and finds the defemslaargument on thatcore unconvincing. The
defendants quote portions of thaebrin which Kroy referred to an amendment made in the
course of the prosecution of the '830 patent. tHa brief, Kroy stated that “[tlhe remarks

accompanying the amendment emphasized, consisténthe specification, that this limitation

1 Other portions of the specification cited by the defendants are of the same general
character. They relate to Figures 2, 5, 18] &5, all of which illustriee the operation of the
invention as applied to retailerdAccordingly, those portions dlfie specification naturally refer
to retailers’ inventory systems. See '830 pateol. 11, Il. 49-52; col20, line 58, through col.

21, line 2; col. 39, Il. 18-27; col. 46, Il. 24-29.
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[the inventory management system limitation] refers to a system associated with retailers’

inventory information, and not the award datab@asé¢he host computer.” Preliminary Response

of Patent Owner (filed July 30, 2014), Dkt. No. Bbat 16. That statement, however, was not

making the point that the inventory managementesystould only be associated with a retailer.
Instead, it was making the pointaththe inventory managementsggm was not associated with
the award database on the host computer. Moreover, the brief separately stated that the

inventory management system is “associatetth wroviders,_such asetailers, and manages

inventory information regarding the providernsiventory of awards oproducts relating to
awards.” _1d. (emphasis added). Thus, thieflsupports Kroy’s position that the inventory
management system is that of providers “sashretailers,” and is not exclusively limited to
retailers, as that term ordinarily used.

Other portions of Kroy’s brief from which the defendants quote are equally unhelpful to
the defendants’ argument. The defendants quote Kroy’s statement that “[t]he disclosed system
integrates the incentive program host systeith one or more rethinventory management

systems to access retail inventory information. .”. Preliminary Response of Patent Owner

(filed July 30, 2014), Dkt. No. 85; at 5. But that quotation comianmediately after a sentence
that reads: “The invention of the’830 patenp#sticularly advantageousr retailers who wish

to sponsor personalized incentigeograms to promote their prodscand/or services, reward
loyal customers, attract new customers, drive rebal fraffic to their locations, etc.” It is thus
apparent that the reference“tetail inventory management sgsis” was in the context of the
“particularly advantageous” use of the inventioy retailers. Not only does the quoted matter

not indicate that the invention is limited to retad, but the previous sentence gives rise to the



opposite inference. Similarly, the brief’s statettbat the invention “mvides a mechanism for
tracking inventory data assoa@dt with retailers who particgte in the sponsor’s incentive
programs,”_id. at 1, is merely @aracterization of &ature of the inveion, not a restrictive
definition of its scope.

The defendants quote from the prosecutiostadny of the ‘830 patent in which the
applicants distinguished a prior art referetmwdlug by arguing thatamong other things, Klug
“does not address access to antailer, or any inventory systems of any providers, i.e.,
retailers.” Again, however, thaemark does not indicate thtte '830 claims are limited to
retailers, as that term is ordinarily understoodnast, it suggests only thedtailers are likely to
be the most common users of the invention.

Thus, the Court does not integp the intrinsic evidence wupport the defendants’ effort
limit the meaning of the term “inventory management system” to the inventory systems of
“retailers,” in the usual sense of that term. Tisaparticularly true irlight of the defendants’
representation at the claim consttion hearing that their use of the term “retailers” in this
context is meant to refer to specific retail otgtle See Claim Constrtion Hearing Transcript,
Dkt. No. 144, at 61-62. There is nothing in tleezord to suggest that the term “inventory
management system” is limited to an inventorynagement system of retailers in general, and
there is certainly nothing to suggest that th@m language is meant to be limited to the
inventory systems of individual stores.

b. The defendants’ second argument tlgat “in communication with” means
“electronically connect[ed] . . . 't@and that the patent requiresati'the award database and the

inventory management system” must be “efmutally connected toone another via an



electronic data interchange.” There appearddono dispute that ¢h“communication” in
guestion is electronic, since the computerizgdtem described in the patent is entirely
electronic. However, Kroy fairly criticizethe defendants’ proposal because it omits the
requirement of “communication,ivhich entails more than mere “connection.” The better
construction of “in communication with” Emply “in electronic communication with.”

As support for their contention that thaventory management system must be
electronically connected to the award databasedéiendants again rely on an excerpt from the
specification describing the exemplary depictiontled invention in Figure 15. For the same
reasons given above, that example does not régttictefine the claim terms. The defendants’
citations to a submission that Kroy filed iret®afeway case is also unhelpful on this point, as
the submission did not refer to a connection leetwthe inventory management system and the
award database, but instead referred t6c@mmunication between the award fulfillment

application program and the inventory managensystem.” See Plaiifit Kroy’s Opposition to

Defendants’ Motion for Summadudgment of Invalidity Under 35 U.S.C. Section 101, case no.

2:12-cv-800, Dkt. No. 151, at 7Kroy’s language, unlike the defdants’, trackghe text of
claims 1 and 19. The Court thevef rejects the defendants’ proposedstruction, except to the
extent that it includes the concept that themiomunication” referred to in the claim language
must be electronic in nature.

c. The defendants next argue tlia¢ items in the inventomeferred to in the “inventory
management system” limitation should be specifically limited to “products or services.” In
support of that argument, the defendants poirtiMo excerpts from the specification. Those

passages, however, discuss the operation ofntrention in the context of retail stores with
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inventory consisting of productsy products and services. S&80 patent, col. 11, Il. 49-51
(referring to exemplary Figure 15); col. 44, 1-34 (referring to“an embodiment of the
invention” in which the customer sits a retail store to obtain higize, in the form of either a
product or services). Those passages therefakwdth particular embodiments. While those
embodiments may be the ones most likely to mentered in practice, the discussion of those
embodiments in the specificatidimes not address the full breadfrthe inventions as claimed.

In support of the contentiaimat the inventory managemesytstem should be construed
as limited to tracking products asdrvices, the defendants arguattiht would make little sense
for the inventory management system to caontaformation regarding the quantity of awards
such as coupons or loyalty points. Thajuement, however, would seem to support limiting the
inventory management system to products al@sethe term “inventory” is most naturally
applied to products. Yet the defendants ackedgeé that the inventory management system
applies not only to products but also to servicHst is appropriate for a merchant to have an
“‘inventory” of available services, such as the bemof free car washesaha service station is
prepared to provide as incentive rewardswiuld seem no more unna#ll to refer to an
inventory of the number of frequent flyer milésat an airline is preped to distribute to
customers as loyalty awards. While a comnaraventory will oten involve products, a
company could offer a promotion in which thézps were coupons redeemable for discounts on
vacation trips, and the company could have an inventory of discount coupons that it is prepared
to make available for various trips. Noth would prevent that company’s inventory
management system from qualifying as the inegnmanagement system of the ‘830 patent.

Accordingly, the Court concludethat nothing in the patent other evidence adduced by the

11



defendants requires that the iesubject to the “inventory mag@ment system” are limited to
products or services.

d. Finally, the defendants comi& that the “inventory management system” should be a
system that “provides a quantitf items” currently available for redemption in the retailer’s
inventory. In their clan construction brief, #ndefendants argued thatiamentory must consist
of a “listing,” but shortly b#ore the claim constiction hearing, the defendants abandoned that
argument in favor of their contention that amventory management system is a system “that
provides a quantity of items (i.eproducts or services) or typeof items (i.e., categories of
products or services) currently available for redemption in a retailer's inventory.” The
defendants have provided no briefingsirpport of that claim construction.

While the term “quantity” is generally contgat with the concepdf an inventory, an
inventory is not limited to a measure of gtia@s of items, which might be suggested by
defining inventory in terms of quantity. Moresmy the Court is not persuaded that the term
“‘quantity” adds clarity to the unelaboratednte“inventory” in the definition of “inventory
management system.” The Court therefore moll adopt the defendants’ proposed definition of
the limitation “in communication witan inventory management system.”

e. Starbucks proposes its own constructain‘in communication with an inventory
management system.” Based on the specificadintd the prosecution history, Starbucks argues
that an inventory management system mist capable of identifying the items currently

available for redemption. For the reasons gigbove, the evidence dorot support Starbucks’

% In their claim construction brief, the daffants acquiesced in theodification of their
proposed claim construction of “an inventorymagement system,” in accordance with Kroy’s
submission that the Court’s construction shouldraefhe article “an” to mean “one or more.”

12



argument that the inventory mus# limited to products or sepgs. However, the specification
supports Starbucks’ argument that the inventorgagament system must be able to perform the
task of identifying the items available for redemption.

To be sure, the discussions of that function in the specification are in the context of
particular embodiments of the invention. See '®afent, col. 11, Il. 49-52; col. 15, Il. 44-47;
col. 39, Il. 18-34. The prosecutichistory, however, provides stronger support for Starbucks’
general point. In an August 26, 2002, amendment, the applicants distinguished a prior art patent

to Kanter. _See Amendment and Reply (filkdg. 26, 2002), Dkt. No. 85-7, at 24-25. In so

doing, the applicants stated that the claimedention, unlike Kanter allows sponsors to
communicate with an inventory managemeystem to obtain “real time knowledge and
allocation of inventory,” and lews an award to be *“allocated from inventory to ensure
availability upon a visit by the speiifconsumer user.”_1d. at 24.

Based on the parties’ arguments, the Cuaulitdefine the term “inventory management
system” somewhat differently than it did in thefeseay case. The Court will construe the term
“[in] communication with an inventory managent system,” which was not separately
construed in the Safeway caaecording to its plain termwjith only slight elaboration.

The Court’s construction dfin] communication with an imentory management system”
is “[in] electronic communication with an inventory management system.”

The Court’s construction ofiventory management system™# least one system that

provides an inventory of items thatare currently available for redemption.”
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2. “a sponsor-selected geogphic location for fulfillment”

The plaintiff's proposed construction of “gponsor-selected geographic location for
fulfillment” is: “at least one geographicdation selected by a sponsor for fulfillment.”

The defendants’ proposed construction“@fsponsor-selected geagphic location for
fulfillment” is: “a geographic location texted by a sponsor for award fulfillment.”

The Court’s construction of “a sponsor-selected geographic location for fulfillment” in
the Safeway case was: “at least one spegéographic location selected by a sponsor for
fulfillment.”

Analysis: There are only two differencedveeen the parties’ respective constructions:
first, Kroy would add the phrase “at least oneaasodifier of “geographic location; and second,
the defendants would add the term “award” before the word “fulfillment.”

As to the first difference between the patithe defendants argtigat even though the
word “a” generally means “one onore” in patent prdice, it does not meatone or more” in
this setting, because the concept of a spoesslected geographic location for fulfillment
necessarily entails the sponsa&ection of a single locatiorOtherwise, the defendants argue,
it is the customer who selsdhe location for fulfillment.

That argument is unpersuasive. Even if the sponsor selects more than a single location
for fulfillment, the location for fulfillment is stilsponsor-selected; the customer is simply given
the ability to choose among the locations desggphéily the sponsor. On the other hand, if there

is effectively no selection done by the sponsor—efaample, if the sponsor allows the customer
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to redeem his award at amgtail outlet owned or operatday the sponsor—the geographic
location for fulfillment would not be spoasselected in any meaningful serise.

Although the defendants argue that the spEatibn and the prosetian history support
their proposed claim constructiongti€ourt does not find either b enlightening on this issue.
The portions of the specificati cited by the defendants areemplary illustrdions of the
invention, as shown in Figures 14, 15, and 24, and do not purport to describe the full scope of the
claims. Likewise, the accompanying text in #pecification merely describes those examples
by reference to the “nearest retail location fdfilfment of the prize,” ‘830 patent, col. 22, Il. 2-
3; col. 46, ll. 29-33, or an instruction to the consumer to “go to store Y,” id., col. 43, Il. 33-34.
Those descriptions are plaindkemplary and not limiting. ABor the prosecution history, the
applicants added the claim language requirtagsponsor-selected geographic location for
fulfillment” at the suggestion of the examiner, but the defendants point to nothing in the
prosecution record that suggestattthe added language requireattthe sponsor select only a
single location.

As for the addition of the word “award” the defendants’ proposed claim construction,
that is consistent with the use of the tetfulfillment” in the claims, which refer to the
inventions as systems and methods for providmgomated award fulfillment.” The reference

to “fulfillment” in the portion of the claimsehling with sponsor-selected geographic locations

% The defendants acknowledge that “the gedtjajpcation can be broader than a single
store, so long as it is a singleographic location, such as a egue, area code or point of sale,
not simply a store of the consumer’s choosin@kt. No. 85, at 18. The defendants’ position
thus seems to be that a sponsor can offer aucmersthe right to awarflilfillment at any of one
a group of stores, as long as those stores lma characterized daselonging to the same
“geographic location,” such as a zip code,aaga code, or presumabgven a region of the
country. That concession seems to be at odiifstie defendants’ argument that if the consumer
has a choice as to where to redeem his awlaedyeographic location linaition is not satisfied.
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relates back to the award fulfillment to whicle tblaims are generallyrdicted. The Court will
therefore adopt that portion of tdefendants’ proposed construction.

The Court’s construction of “a sponsor-selected geographic location for fulfillment is:
“at least one geographic location selected by a sponsor for award fulfillment.”

3. “a sponsor-selected specific award unit item”

The plaintiff’'s proposed consiction of “a sponsor-selectedesyific award unit item” is:

“a specific award item and alléhcorresponding identifying oradsifying information selected
by a sponsor.”

The defendants’ proposed construction osfensor-selected specific award unit item”
is: “a specific awardinit item selected by a sponsor aildof the corregonding identifying or
classifying information.”

The Court’s construction of “gponsor-selected specific award unit item” in the Safeway
case was: “a specific awardeih and all of the correspomdi identifying or classifying
information selected by a sponsor.”

Analysis: The use of the terms “awarddward unit,” and “award unit item” in the
patent gives rise to some ddtilty in understanding the patem@rticularly because the term
“award unit item” is not defined in the specifica. Nonetheless, as the Court noted in the
claim construction order in the Safeway casese no. 2;12-cv-8800, Dkt. No. 90, at 22-24, with
some effort it is possible to make sensehaf relationship among those terms and discern the
meaning of the claim terfispecific award unit item.”

The term “award” is specifitly defined in the patent to be synonymous with the word

“prize.”  An “award” is defined as “encomaps[ing] all types ofincentives, including
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merchandise, coupons, points, cash, services andfothes of incentives.” '830 patent, col. 7,
Il. 44-47. As for the term “award unit,” the specdtion provides that itemstored in the award
database

may include the method ddlfillment (i.e. by a third party, by a sponsor or by a

retailer), identificationnumbers of the item, which may be accomplished by

utilizing the retailer’s inventory identifyg data, a description of the item and the
number of items available. In the cadferetailer redemptin, additional items

could include a number assigned to theahant, the merchant’'s store number,

and the geographic location of the awardeward items, which may be sorted by

zip code or area code.The prize or reward and all of the corresponding

identifying or classifying information can be characterized as an award unit.”
Id., col. 41, Il. 11-22 (emphasis added).

Given the express definitions of the terfasiard” and “award unit,” Judge Payne in his
claim construction order in the Safeway case cated that a “specific award unit item” is best
understood to mean “a specific award item ahdfdhe corresponding identifying or classifying
information.” This Court agrees. The Courtderstands the term “and unit item” to be a
single item consisting of all of ¢helements that make up an award unit, as that term is used in
the patent. In that contextelbest description of the awardngeonent of the award unit item is
an “award item.” That is the term that Judggrigaused in his construction of the claim term “a
sponsor-selected specific awardit item,” and this Court concludes that it constitutes the best
available explanation for a set of terms that anfortunately and unoessarily, rather opaque.

The Court’s construction of “a sponsatected specific award unit item” iSa specific
award item and all the corresponding identifyirg or classifying information selected by a
sponsor.”

4. “award fulfillment”

The plaintiff proposes that no constructiorttud term “award fulfillment” is necessary.
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Defendant Starbucks’ proposed construction afdia fulfilment” is: “redemption of an
award for a specific award uriiém selected by a sponsor.”

The defendants’ alternative proposed consimawf “award fulfillmen” is: “redemption
of a sponsor-selected awardaagponsor-selected location.”

The Court in the Safeway case was not asked to construe the term “award fulfillment”
and did not do so.

Analysis: The term “award fulfillment” is an unfamiliar term that has a special meaning
in connection with its use in the '830 paterithe Court believes that construction of the term
could prove useful to an understanding of thieia and for that reason the Court will construe
the term. In addition, lying beneath the disp over the construction of the term “award
fulfillment” is a fundamental disagreement among plarties as to the scope of the claims, which
needs to be addressed.

The evidence in the recosdipports Starbucks’ proposed construction of the term “award
fulfillment.” Figure 22 of the patent depicts “thasic steps of award fulfillment.” '830 patent,
col. 41, Il. 3-4. In describinthe process depicted in Figure 22¢ specification explains that
after “the consumer wins an award,” the awvéulfillment is concluded when “the award is
redeemed.”_1d., col. 41, 16-9. The prosecution history &kwise supports Starbucks’ proposed
construction. During prosecution, the applicarttaracterized “automated award fulfillment” as
a process in which “a sponsor of a prograrmsiglgates what award will be provided and the

location for redemption by the consumer useirhendment and Reply (June 8, 2001), Dkt. No.

85-16, at 16. _See also Amendment andlR€August 26, 2002), Dkt. No. 85-8, at 24

(“Automated award fulfillment, according to tipeesent invention, includes sponsor designated

18



or selected redemption whereby the sponsomay. designate the location of the redemption.”);

Reply and Request for Reconsideration (Jan.2P92), Dkt. No. 85-15, at 26 (in the case of
automated award fulfillment, “a sponsor of agnam designates what award will be provided
and the location for redemptiday the consumer user.”).

The Court’s construction of the term “award fulfillment” isedemption of an award
for a specific award unit item selected by a sponsor.”

While the Court could stop with simply defirgj the term “award fulfillment,” that would
not address the central disputecaiy the parties that relates to what steps in the process of
award fulfillment are required by the claims. Tdefendants argue that the claims require that
the customer actually redeem the award. Krgues that the claims do not require the act of
redemption by the customer, but require oalitions by the sponsor, up to and including
designating the specific award to be redeeraad designating the geographic location for
redemption. On this issuthe Court agrees with Kroy.

By their terms, neither claim 1 nor af@il9 contains any limitation requiring actual
redemption of the award by the customer. Clainecites that the “automated award fulfillment
application program provides sponsor-selectedllfuént,” and the claim further recites that the
“automated award fulfillment program” comprisesde adapted to provide “a sponsor-selected
award unit item tailored to demographic anggbe®graphic preferences of a sponsor-selected
consumer user,” and code adapted to j®V‘a sponsor-selectedeographic location for
fulfillment.” Those limitations are all directed to features of the program. They do not require
any action on the part of the consumer, suchcasal redemption of the award. Nor would the

act of redemption by the consumera&=ature of the recited program.
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With respect to claim 19, the step of dpiding automated award fulfillment” comprises
“providing sponsor-selected fulfillment,” which further comprises providing “a sponsor-selected
specific award unit item,” providing thateih “tailored according to demographic and
psychographic preferences of a sponsor-salectmsumer user,” and providing “a sponsor-
selected geographic location for fulfilment.” &ltlaim does not recite a step in which the
consumer actually redeems the award. Thagen though “award fulfillment” refers to
redemption of an award, the claimed methoddmviding automated award fulfillment is not
required to include the final step of rederoptof the award. By analogy, a method for selling
sports cars could include various promotional steps designawrmte sales, but it would not
be necessary for it to require tlaaty customer actually buy a car.

The defendants argue that Kroy’s position on this issue is inconsistent with the
specification and the prosecution bist, but the Court is not persuabtat it is. With respect
to the specification, the defendants rely ogufeé 22 and the accompanying text, ‘830 patent,
col. 40, line 59, through col. 41, line 10. In partguthe defendants rely on the statement in the
specification that at step 658 inghre 22, “the award is redeemedhaetailer using a card.” 1d.,
col. 41, I. 8-9. The figure and the pertineligcussion in the specification, however, merely
describe the overall process of redemptionapplied when redemption occurs at a retalil
location. Typically, that processill conclude with the customer’seceipt of the award at the
retailer’'s location.,as the specification se. But that does not mean that claims 1 or 19,
although directed to a system and method for dwafillment, require the performance of each

step in the redemption process, does the specification so indicate.
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The prosecution history is alsmhelpful to the defendantsThe references they cite do
not indicate that the act of readption by the consumer is a limitation of either claim 1 or claim
19. Instead, the reference on which they ppalty rely characterizes the “automated award
fulfillment” as permitting “a sponsor of a progrdto designate] what aavd will be provided

and the location for redemption by the consumer user.” Amendment and Reply (filed June 8,

2001), Dkt. No. 85-17, at 16. The same is tru¢hef other portions of the prosecution history
cited by the defendants, which idéy sponsor selection of theward and sponsor selection of
the location for redemption as features of thetdenated award fulfillment,” but do not identify

actual redemption by the consumer as a redqustep. _See Amendment and Reply (filed Aug.

26, 2002) (“Automated award fulfillment, accorditythe present invention, includes sponsor
designated or selected rederoptiwhereby the sponsor of the & may select or determine
what award unit . . . will be praded to the consumer user .and may designate the location of

the redemption . . . .”); Reply and RequestReconsideration (filedan. 25, 2002), Dkt. No. 85-

15, at 25 (“Automated award fulfilment, accardito the present invention, includes sponsor
designated or selected rederoptiwhereby the sponsor of the ae may select or determine
what award . . . will be provided to the conguinuser, and may designate the location of the

redemption . . . .".

4 Citing one of Kroy’s filings from the Safgy case, the defendants argue that in that
case Kroy conceded that the consumer’s act of redemption is a required element of the asserted
claims. _See case no. 1:12-cv-800, Dkt. No. 62. aThe Court does nottarpret that filing in
the way the defendants do. The issue Kroys waddressing in the cited passage was the
defendants’ contention that “automated awardlfolént” excludes customer participation in the
act of redemption. While Kroy’'s language time filing was imprecise, the point of Kroy’'s
response was that the claims arot inconsistent with consem participation in the award
redemption. That is quite different from conicedthat consumer redemption is a limitation of
the asserted claims.
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Based on a close examination of the mldanguage and the cited portions of the
specification and the prosecution history, the €ooncludes that the act of award redemption
by the consumer is not a required limitation of eithemelaior claim 19.

5. “host”

The plaintiff's proposed construction 6fiost” is: “any individual or company who
wishes to provide a system for permitting soimgy companies to offer incentive programs to
consumers, employees, suppliers, partnedstiae like of the individual or company.”

The defendants’ proposed construction“todst” is: “any individual or company who
wishes to provide a system for permitting soimgy companies to offer incentive programs to
consumers, employees, suppliers, partners amdikld of the individual or company, and for
creation of databases of retail, catalog, spoasdrother items that permit automated fulfillment

of specific items listed in computer inventory systems of retaileagethil location.”

The Court is also not persuaded that a document submitted by one of the inventors to
show the date of conception amounts to a concession that customer redemption is a required
limitation of both claim 1 and claim 19. The sta&rnin the document that “[a]ward fulfillment
is the process by which declared prize wisneedeemed promised awards from contest
sponsors,” Dkt. No. 85-17, at 4, is a general chiaraation of the awartllfillment process; it
does not purport to be a representation dse@recise scope of the asserted claims.

Finally, a reference from thprosecution history that théefendants cited at the claim
construction hearing, but not in their briefopides no support for their argument. In that
reference, Reply and Request for Reconsidmrdfiled Oct. 23, 2003), Dkt. No. 82-3, at 117-48,
the applicants distinguished ai@rart patent to Scroggie onettground that Scroggie “merely
designates the actual delivery to a ‘fulfillment house,’ . . . whereas the present invention allows
the sponsor to coordinate the delivery oé taward, or, alternatiwgl to designate to the
consumer where the award may be retrieved.”ald 46. That remark focuses on the actions of
the sponsor in dictating where the award willrbdeemed, not on the customer’s actual act of
redemption.
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The Court in the Safeway case construeddeha “host” as: “any individual or company
who wishes to provide a system for permittingrsgpring companies to offer incentive programs
to consumers, employees, suppliers, partaedsthe like of the individual or company.”

Analysis: Both the plaintiff's and the fdsdants’ proposed constructions are taken
directly from the definition ofhost” in the patent._See '830 patent, col. 8, ll. 10-17. The only
difference between the two is that Kroy's proposed construction omits the last portion of the
definition. Kroy argues that tHast portion of the definition is unnecessary because it simply
reiterates matters already required by the claims.

The shorter version of the defion would be more intelligile to a jurythan the longer
version. Moreover, the last portion of the défon given in the specification describes the
function of the host rather than being essentighéodefinition of the term. And that function is
set forth in other limitations of the claimsThis issue does not appear to involve a serious
substantive disagreement among the partaas] in the Court’'s view, neither proposed
construction would be erroneous. However, toer€deems it preferabte use the shorter and
more readily understandabtersion of the definition.

The Court’'s construction of the term “host” isiany individual or company who
wishes to provide a system for permittingsponsoring companies to offer incentive
programs to consumers, employees, suppliers, piaers and the like of the individual or
company.”

6. “incentive program” and“incentive programs”

The plaintiff's proposed construction of the term “incentive program” is: “any program

for creating incentives.”
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The defendants’ proposed construction eftérm “incentive program” is: “any program
for creating incentives which includes an algorithm that instructs the HTTP server to send a
message to the consumer database updatingptisimer database to reflect that the consumer
has won an incentive program.”

The Court in the_Safeway case did noihstrue the terms “incentive program” or
“incentive programs.”

Analysis: The specification explicitly defines “incentive program” as follows: “The
phrase ‘incentive program’ should be understoomh¢tude any program for creating incentives,
including programs within a spomsng firm, such as employeecentive programs, and outside
the firm, such as customer promotions.” ‘830 pateol. 7, Il. 38-42; see also id., col. 1, Il. 39-
43 (“Incentive programs offer awards and incentives to modifiaier of individual consumers
and to direct the consumers to some pre-determined action, such as purchase of products or
services upon visiting a retail siteiewing advertising, testing jproduct, or the like.”). That
definition is consistent with the definition progaisby Kroy and the one adopted by the Court in
the Safeway case.

The defendants urge that the Court use dedimal language takendm a different part
of the specification, where theespfication addresses “host incentive prograhand states that
such a program *“is required to include, as dirthe program, an algorithm that instructs the
HTTP server to send a message to the consdatabase that updates the consumer database to
reflect that the consumer has won that ineengrogram.” _Id., co 26, Il. 55-60. Those
additional requirements, howeveare referred to only in coection with certain embodiments

discussed in the specification. In particuldwe specification discloses embodiments, such as
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those based on Figure 15, that include a host system with an HTTP server and a consumer
database. It is in the context of those embodiméhat the specificatiorefers to an algorithm

that instructs the HTTP server to update tomsumer database when the consumer wins a
particular incentive program award. The lamgpiairged by the defendants is therefore not
necessary or appropriate as a definition forgieeral terms “incentive program” and “incentive
programs.”

The Court’s construction of the terms “incentive program” and “incentive programs” is:
“any program|s] for creating incentives.”

7. “provider” and“providers”

The plaintiff's proposed construction of thene“provider” is: “individual or company
that offers or provides an incentive programpoovides awards associated with an incentive
program.”

The defendants propose that no constructiomesessary for the term “provider” apart
from the construction of the term “providers.”

The plaintiff proposes that no constructiontbé term “providers” is necessary apart
from the definition of the terms “provider” and “plurality of providers.”

The defendants’ proposed construction of term “providers” is: “individuals or
companies that wish to offer or provide incengpregrams or provide awards associated with an
incentive program.”

The Court in the Safeway case construed the tprovider” as: “ndividual or company

that offers or provides awards assted with an incentive program.”
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Analysis: There is very little differencetieen the competing definitions of “provider”
and “providers.” The dispute over whether f@eurt should define the term “provider” or
instead define only the term “providers” is silljthe Court will define the term in the singular,
fully confident that an English-speaking jury reguirto deal with the ten “providers” would be
fully capable of extrapolating from the singular to the plural.
The defendants propose to use the words “tasiffer or provide incentive programs” in
place of Kroy’s suggestion of “offers or providesamds associated with an incentive program.”
The defendants offer the terms “wish to” because those words are used in the patent’s definition

of the related terms “retailer,” “sponsor,” dartfhost.” Kroy’s proposal, however, is more
straightforward, and since there is no suggestiomfeither side that the difference in wording
would make a whit of difference as a practioatter, the Court wilbdopt Kroy’s proposed
language as part @& construction.

The Court’s construction dhe term “provider” is:“individual or company that offers
or provides an incentive program or provides awards associated with an incentive
program.” To the extent that it is necessary tmstrue the term “plurality of providers,” the
Court’s construction is'one or more providers.”

8. “psychographic preferences”

The plaintiff's proposed construction a@he term “psychographic preferences” is:

“preferences associated withcansumer’s attitudes, interestglues, opinions, lifestyles, or

behaviors.”
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The defendants argue that the term “psycapkic preferences” is indefinite. In the
alternative, their proposed consttion of the term “psychograpghpreferences” is: “preferences
based on a consumer’s attitudes, irdesevalues, opinions, or lifestyle.”

The Court in the Safeway case held tha tbrm “psychographic preferences” is not
indefinite. The Court construed the term to medpreferences associated with a consumer’s
attitudes, interests, values, pjins, lifestylespr behaviors.”

Analysis:  The Court will address the ahiconstruction issue first and then the
defendants’ argument that the term “gpisggraphic preferences” is indefinite.

a. With respect to the issue of claim ctostion, there are two differences between the
parties’ proposed constructions: (1) Kroy udbes term “associated with” to describe the
relationship between preferencesl dhe listed factors, while the defendants use the term “based
on”; and (2) Kroy includes the term “behavibesnong the listed factors, while the defendants
include all the other common facs, but omit that one. THeourt favors Kroy’s construction
on both points, for the following reasons.

First, the terms “associatedth” and “based on” convey ¢hsame general concept, but
the term “associated with” is more precisarth*based on” for describing the relationship
between the listed factors and customers’ pegiegs. For example, a consumer who has shown
an interest in professiondlaseball might be thought to Ize good candidate for marketing
football merchandise; in such a eaa willingness to purchasaeadtball-related products might be
thought to be “associated with” a demonstrated interest in baseball, but would not necessarily be

said to be “based on” such an interest.
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Second, it is appropriate oclude “behavior” among the tisd factors in the definition
of psychographic preferences. Patterns of benayparticularly the forms of behavior that are
of interest to marketers, such as purchasiabits—are closely related to lifestyle; conduct
consisting of a pattern of purchases could eitheshagacterized as a form of behavior or could
be regarded as indicative of a particulaedtiyle. And the defendants acknowledge that
“lifestyle” is a proper factorto include in the definition of‘psychographic preferences.”
Moreover, behavior is often assat@d with, and indicative of, “iatests,” another term that the
defendants agree should be included in thendiein of “psychographic mferences.” A person
who purchases large amounts of fly-fishing equeptrwould be exhibiting a type of behavior
from which it could be inferred that the persorinierested in fly fishing. The inclusion of the
term “behavior” therefore does not constitute a significant departure from the definition already
agreed upon by the defendants.

The defendants’ expert, Dr. Michael Lewisstified at the claim construction hearing

that a person of skill in the art would not consider it proper to include “behavior” in the

definition of “psychographic preference.” GtaiConstruction Hearing Transcript, Dkt. No. 144,
at 14-15. Citing what he characterized adeading textbook on marketing, Philip Kotler,

Marketing Management (11th e®003), Dr. Lewis testified that bavior is “a fundamentally

different type of variable” that is treatezkparately from demographic and psychographic

variables. Claim Construction Heagi Transcript, Dkt. No. 144, at 15-17.

There are two problems with Dr. Lewigastimony about whether “behavior” qualifies
as a factor considered in the psychographic aisalyBirst, the intrinsic evidence in this case,

about which Dr. Lewis didiot testify, shows that the termsyxchographic preferences,” as used
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in the '830 patent, is intended include consideration of bavior. Second, several of the
references offered by the defendants in suppddroEewis’s testimony alscefer to behavior as
one of the factors that besaon psychographic analysis.

As to the first problem with Dr. Lewis®stimony, the specification and the prosecution
history provide support for consing the claim language as incing “behavior” in the list of
factors associated with psychaghic preferences. Describitige embodiment of Figure 15, the
specification explains that the sponsor can “obiaformation regardingonsumer participation
in [the] sponsor's incentive programs.Thus, the sponsor can obtain psychographic,
demographic, or other inforrian relevant to the participah of consumers in sponsor’'s
incentive programs.” ’'830 patent, col. 15, 117-23. Regarding another embodiment, the
specification notes that the system “tags a pueirasrder to store information about consumer
behavior.” _Id., col. 42, Il. 54-56. And reganmdistill another embodiment, the specification touts
the system’s in-store connectivity “in order to monitor purchasing behavidr,.tol. 40, Il. 1-3.
Finally, in the course of thprosecution, the applicants refed to psychogghic criteria as

“behavior based demographic” criteria. Resmmo Non-Final Office Action (filed Oct. 23,

2003), Dkt. No. 82-3, at A742. Those excerpts ftbmspecification and ¢hprosecution history
all suggest that the patent usles term “psychographic preferentés refer to preferences that
are associated with factors that include consumer behavior, armriicular purchasing
behavior.

As to the second problem with Dr. Lewig&stimony, the Court finds that the extrinsic
evidence introduced in the claim constructiongaedings did not provide clear support for his

position. At the outset, the Caurotes that, as the defendantsptain, the evidence Kroy cites

29



in support of its definition of “psychographic peeénces” is thin. Kroy did not offer any expert
evidence on this issue, and the extrinsic evidence Kroy cited in its brief consisted of a single
definition from an on-line dictionary and a Wikipadarticle from the Internet. The dictionary
reference provides a useful definition of “peggraphics” as “market research or statistics
classifying population groups according to psyolaial variables (as attitudes, values, or
fears).” However, the dictioma definition contains no referea to “behavior,” and therefore
does not support Kroy’'s argument that the wdlsbhavior” should be included in the
construction of the term “psychographic preferenéesfor what it is worth, the Wikipedia
article on the word “psychogragmfiirefers to “psychographic viables” as including “beliefs,
attitudes, values and behaviérsin addition, the Wikipedia artie refers to the categories of
psychographic factors used in market segntemtaas including activity, interest, opinion,

attitudes, values, and behavidnttp://en.wikipedia.ay/wiki/Psychographic

While Kroy’s extrinsic evidence on the “behavigsue is thin, the weaknesses in Kroy’s
extrinsic evidence are compensated for by evideghat was introduced through the defendants’
expert, Dr. Lewis, and evidence submitted in @mtion with the defendants’ claim construction
brief. That evidence included\aal references thaupport the view that psychographic traits

are associated with behavior. For example,rH2t8ennett, Dictionary of Marketing Terms (2d

ed. 1995), published by the American Marketing Asstton, defines “psychographic analysis,”

for purposes of “consumer behavior,” to referattechnique “that invagates how people live,

> Kroy cited to the on-lineversion of Merriam-Webster'€ollegiate Dictionary and

listed the date for that source as 2013. The defendants criticize that reference as being published
long after the date of the apgioon in this case. Howevehe print version of the Merriam-
Webster dictionary that is more nearly conpemaneous with the application contains exactly

the same definitional language. Merriam-Webs Collegiate Dictionary 1004 (11th ed. 2003).
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what interests them, and what they like; it isoatalled life style analysis or AlO because it
relies on a number of statements about a persatigities, interests, and opinions.” See DKkt.

No. 85-23, at 7. Another dictionary in the metikg field, Wolfgang J. Koschnick, Dictionary

of Social and Market Research (1996), defifpss/chographics” to mean “[t]he categorization

of a market or other population groups, e.g@nsumers, on the basis of psychological—as
distinguished from demographic—dimensions, udahg activities, interest opinions, values,
attitudes, lifestyles, personalitsaits, such as innovativenesephistication, etc.” Dkt. No. 85-
22, at 4. Both of those sources define the tgsaychographic” with reference, inter alia, to
activities, which is to say, behavior.

Some of the references specifically rél@n by Dr. Lewis echo the same theme. A 1975

paper by Wells entitled Psychographics: A Critieview, Dkt. No. 85, at 18, refers to

psychographic researchers looking into “activitieserests, opinions, negdvalues, attitudes,
and personality traits.” At the hearing, Dr.wie acknowledged that therm “activities,” as

used in the Wells article, is another wofor “behavior.” _Claim Construction Hearing

Transcript, Dkt. No. 144, at 28. The Wells @i provided, as an example, a “psychographic
profile” of a heavy user of shotgun ammunitionyinich several of the factors involved interests
and opinions, while other fac®involve activities or behaviorAnd a 1984 paper by Anderson

and Golden, entitled Lifestyle and Psychodniap: A Critical Review and Recommendation,

Dkt. No. 85-6, at 38, noted that psychographieaesh has sometimes bdarown as “lifestyle”
or “activity and attitude” research. The papelded: “Contemporarinterpretations in the
marketing literature generally define lifestyledncompass both charactéogatterns of overt

behavior_and cognitive processes and properiesiding such dimensions of personality as
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values, attitudes, opinions, belief and interest&l” at 41. Thus, Dr. lwis’s authorities link
behavior to lifestyle and to ¢hanalysis of psychographic factors generally.

While Dr. Lewis stated in his declarationdain his testimony thad person of ordinary
skill would not have considered “psychographic erefices” to include “behaviors,” he admitted
upon questioning that the terms “psychographic yensll and “lifestyle aalysis” “tend to be
used interchangeably.” Clai@onstruction Hearing Transcridbkt. No. 144, at 38. He also
agreed that, as a general matter, “certain behat@odsto be associated with certain lifestyles.”
Id. at 39-40.

Although the Court found Dr. Lewis to ke generally credib and knowledgeable
witness, the Court did not find his testimony pexsive on the question whether “behavior” can
properly be considered a factor bearing on &b®graphic preferences.His testimony did not
take any account of the intrinsgwidence in the '830 pent, and it was, at minimum, in tension
with some of the references that the deferslémtmselves introduced in support of their claim
construction submission. The Court thereforesdua credit Dr. Lewis’sestimony that the term
“psychographic preferences,” ased in the ‘830 patent, shduhot be undersbd to include
consideration of “behavior.” Accordingly, baseud the intrinsic and extrinsic evidence that was
called to the Court’s attentiorthe Court concludes that it igroper to include the term
“behavior” in the definition of “psychographic pegénces,” as that term is used in the 830
patent.

The Court’'s construction of therte “psychographic preferences” i$preferences

associated with a consumer’s attiides, interests, values, opinius, lifestyles, or behaviors.”

32



b. As part of their claim construction argant, the defendants contend that the term
“psychographic preferences” is indefinite.They argue that the meaning of the term
“psychographic preferences,” as usedhe '830 patent, would nbiave been reasahly clear to
a person of skill in the art atghime of the application. Thatgument, if accepted, would have

the effect of rendering all of the asserted claims invalid. See Nautilus, Inc. v. Biosig

Instruments, Inc., 134 S. Ct. 2120 (2014).

Raising the issue of indefiniteness in th@urse of claim construction proceedings is
appropriate. As the Federal Circuit has exmd] “indefiniteness is a question of law and in

effect part of claim construction.”_ePlusclrv. Lawson Software, Inc., 700 F.3d 509, 517 (Fed.

Cir. 2012); see also Atmel Corp. v. InfornmatiStorage Devices, Inc., 198 F.3d 1374, 1379 (Fed.

Cir. 1999) (indefiniteness “is inextricably intertwined with ofaconstruction”);_Personalized

Media Communications, LLC v. Int'l Tradéomm’n, 161 F.3d 696, 705 (Fed. Cir. 1998) (“A

determination of claim indefiniteness is a legal conclusion that is drawn from the court’s
performance of its duty as the construer of patent claims.”). However, in light of the statutory
presumption of patent validity, 35 U.S.C. § 282, the standard for holding a patent invalid for
indefiniteness is exacting. Thede&zal Circuit has stated thatpatent may be held invalid for

indefiniteness only upon a showing of clear aodvincing evidence. See Halliburton Energy

Servs., Inc. v. M-I LLC, 524 F.3d 1244, 1249-5@dF Cir. 2013); Young v. Lumeris, Inc., 492

F.3d 1336, 1345-47 (Fed. Cir. 2007); Intel CarpVIA Techs., Inc., 319 F.3d 1357, 1366 (Fed.

Cir. 2003);_Endo Pharms. Inc. v. Watson Labsc,, 2014 WL 2859349, at *8 (E.D. Tex. June

23, 2014);_L.C. Eldridge Sales Co. v. AzengVPte., Ltd., 2013 WL 2285749, at *1 (E.D. Tex.

May 23, 2013). Based on the evidence adducdaeirclaim construction proceedings, the Court
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is not prepared to find that the defendants rsnavn, by clear and conwimg evidence, that the
asserted claims are indefinfte.

Thedefendantsindefinitenessargument rests largely onetlileclaration and testimony of
Dr. Lewis. At the claintonstruction hearing, Dr. has testified that in fjht of the reference to
“psychographic preferences” in tlasserted claims, there aredtsificant problems” with “the
scope of the invention being understandable by a person skilled in the art” at the time of the
application in 1997. In particular, he iddmd two problems with the use of the term
“psychographic preferences” in the patentFirst, he said that the combination of
“psychographic” and “preferences” gave rise to faplicit type of degyn or algorithm that’s
beneath the surface in that imnes of how do we take psychographic traits or variables and, you
know, take those, develop psychographic segmantsfrom there map those to consumer needs
and preferences. The patent is silent in teofinthat mechanism or that procedure.” Claim

Construction Hearing Transcript, Dkt. No. 144, at 10. Second, he said that “[d]uring this time

period and reallyip until the present day,dlerm ‘psychographic’ has been extremely muddled
in terms of a bunch of alterma¢ definitions. And, so, it would be very difficult for a person
skilled in the art taunderstand the scope of the patemd. at 10-11.

Dr. Lewis’s first point—that the patenibes not teach how to “develop psychographic

segments” and “map those to consumezeds and preferencestoes not pertain to

® The case of Teva Pharmaceuticals USA, Inc. v. Sandoz, Inc., No. 13-854 (S. Ct.),
which is currently pending before the Supren@i® involves questions relating to a claim of
indefiniteness raised in the couiseclaim construction proceedingt. is possible that the Teva
case could affect the analysis in this case. Hewdhat case principally concerns the standard
of review of determinations made by districourts in the course of claim construction
proceedings, so the Court sees no reason to postpone issuance of this claim construction order
pending the Supreme Cowtiecision in Teva.
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indefiniteness at all, but inste&ldirected to lack of enablemie Dr. Lewis’s testimony in that
regard therefore does not supportdeéendants’ indefiniteness contention.

Dr. Lewis’s second point—that the term “psggnaphic,” as used ithe marketing field,
“has been extremely muddledterms of a bunch of alternativefinitions—is addressed to the
use of the term “psychographic” in the marketirejdigenerally, not to the use of the term in the
particular context of the '830 pent. The Court therefore doast find Dr. Lewis’s testimony
particularly persuasive with gard to how a person of ordinary skill in the art would understand
the meaning of the term “psychographic prefees” as it is used in claims 1 and 19.

Although Kroy did not introduce expert tesony on the issue oihdefiniteness, the
evidence pertinent to claim construction, suanized in part 8a, ave, provides significant
guidance as to the meaning of the term “psychaucapreferences,” as that term is used in the
patent. First, and contratg Dr. Lewis’s testimony, the extisic evidence itmoduced by both
parties showed that there is substantialeagrent as to the core meaning of the term
“psychographic” as that term is used in exp@ssisuch as “psychographic research.” Each of
several dictionaries in theeld of marketing, published roughkontemporaneously with the
application in this case, defined the termikny, and those definitions were similar to the
definitions proposed by the parties. Significanthe fact that the definitions offered by the
respective parties are so close to identicabame indication thathe term “psychographic
preferences” has a comeaning that is generally well und®od. While the parties disagreed
about whether the term “behavior” should beued in the Court’s consiction of the term, the

definitions in the marketing dictionaries, and the discussions in the papers by Wells and by

35



Anderson and Golden, showed that “behavioriidely regarded as a factor associated with
psychographic characteristics.

The defendants argue that while the termy@hographic” has been used by persons of
skill in the marketing field for some time, the term “psychographic preferences,” which is used
in the 830 patent, is not known the field and is ind@nite even if theterm “psychographic”
has a reasonably well-settled meaning. Wthfile term “psychographic preferences” may be
clumsy and is not a term commonly used ia tield of marketing, itsneaning is nonetheless
reasonably clear. The term simply refers to gnexices that are assoeriwith psychographic,
as opposed to demographic, factors.

The context in which the term “psychograppreferences” is used in the claims supports
that interpretation. The limitation in which tliksputed term appears refers to a “sponsor-
selected specific award unit item being taitbte demographic and psychographic preferences
of a sponsor-selected consumer user.” Thathis limitation requires #t the sponsor select
prizes tailored to preference$ the consumer, where those mreinces are ascertained through
analysis of demographic and psychographic factbesmographic factorare well understood to
be objective characteristics such as age, sberjatty, and the like; the use of “psychographic”
in the patent in juxtaposition with “demogltac” lends support to the understanding that
psychographic factors are subjectigbaracteristics, such as iattles, interests, values, and
opinions, and the expression of those abtaristics in lifestyle and behavior.

The specification repeatedly usée term “psychographic” in combination with the term
“demographic,” in referring to informationbaut customers compiled as a result of their

participation in incentive programs.__ Sé@30 patent, col. 13, Il 18-21 (noting that a
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“psychographic or demographic sub-record” can be compiled that “may include information
obtained through consumer respongesquiries answered by tltensumer during participation

in incentive programs.”); id., coll5, Il. 16-23 (sponsor can quetlye consumer database “to
obtain information regarding consumer participation in tebnsor’'s incentive programs,”
thereby obtaining “psychographic, demographm, other information relevant to the
participation of consumers ip@nsor’s incentive programs”xl.i col. 18, Il. 47-51 (information
“relating to a consumis participation in the sponsor'sicentive programs” may include
“demographic or psychographic informatioabout the types of consumers who are
participating”); _id., col. 41, Il. 62-67 (“A denographic and psychogphic sub-record may
include sub-records that include informatiobtained from consumers through the consumer’s
participation in each of theponsor's incentive programs, such as survey-completion and
guestion-and-answer incentive programs.”). As the case of the juxtaposition of
“demographic” and “psychographic” in the claims, the use of the two terms together in the
specification supports the inference that psychplic factors are those factors other than
objective demographic characteristics that associated with a customer’s purchasing
preferences.

Based on all the evidence adduced in tl@éncticonstruction proceedings, and applying
the governing standard of prodhe Court finds that the meag of the term “psychographic
preferences,” as used ihe '830 patent, would be reasonablgar to a person aifrdinary skill
in the field of marketing. The legal consequence of that findirigat the term “psychographic
preferences” is not indefinitand the asserted claims of tl880 patent are not invalid for

indefiniteness._See Nautilus, 134 S. Ct. at 2129t@npa claims are nonhdefinite if the claims,
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“viewed in light of the specifid@on and prosecution history,form those skilled in the art
about the scope of the invemi with reasonable centdy.”). Accordingly, the Court denies
defendants’ request that the Coliold the term “psychographicederences” to be indefinite.

IT IS SO ORDERED.

SIGNED this 23d day of December, 2014.

o & Treo

WLLIAM C. BRYSON
UNITEDSTATESCIRCUIT JUDGE
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