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| 8 Background and Qualifications

(1) My name is Michael Siegel. I am a Principal Research Scientist in the
Information Technology Group at the Sloan School of Management. I am
currently the Co-Director of the Productivity from Information Technology
(PROFIT) Project at MIT. I have also been a Senior Lecturer at the Sloan School
of Management.

(2) Ihave been a research faculty member in MIT’s Information
Technologies Group for more than twenty-two years. I have also been co-director
of MIT’s International Finance Research Center, a Senior Lecturer for courses in
Finance and Information Technology, and the Director of the Digital Health
Special Interest Group at the MIT Center for Digital Business.

(3) Thold degrees in Engineering (B.S. and M.S.) from Trinity College
(Hartford, CT) and University of Wisconsin (Madison) respectively, and Computer
Science (M.A. and Ph.D.) from Boston University. In addition to my more than
twenty years on the research faculty at MIT, I have been a Visiting Professor at
Northeastern University, a Research Associate at Boston University, and a
Research Assistant at the Solar Energy Laboratory at the University of Wisconsin
at Madison.

(4) I have researched and lectured extensively on subjects relating to

information technologies, information integration, and management of information



systems. I have been performing research in the area of intelligent integration of

information systems and providing new methods for integrating information from
disparate sources. 1 am the author or co-author of over 70 related journal articles

and reports.

(5) My research has been applied to a number of business areas including
but not limited to Financial Services, Digital Business, Healthcare, Cybersecurity
and International Relations, Software Development and Maintenance, Systems
Integration, and Risk Management. In addition, I have successfully obtained
funding in these areas to maintain several active research groups at MIT.

(6) I have extensive experience in Financial Services. For example, my
work in Financial Services on benchmarking commercial Value-at-Risk software
systems has been well-received by academics, practitioners, and regulators (e.g.,
national and international agencies).

(7) Ihave worked extensively on issues related to the integration of
information. In particular I have looked at systems where the meaning of data may
differ for example between applications and between sources and users. I have
looked at numerous solutions to the processing and movement of information
where the meaning may change or be significant in the operations performed on
that data. I have had numerous publications on issues around metadata, data

semantics and context mediation. These publications are listed in my CV.



(8) As aPrincipal Research Scientist at the Sloan School of Management,
I have focused on many issues that combine the use of information technology
with business strategy and operations. I have developed algorithms, systems, and
applications related to the integration of information from disparate systems. I
have supervised numerous theses related to these topics.

(9) I am the co-inventor on three patents related to extraction and
integration of information:

e U.S. Patent No. 6,282,537, entitled “Querying and Retrieving Semi-
Structured Data from Heterogeneous Sources by Translating
Structured Queries.” This patent issued in 2001.

e U.S. Patent No. 5,913,214, entitled “Data Extraction from World
Wide Web Pages.” This patent issued in 1999.

e U.S. Patent No. 5,953,716, entitled “Querying Heterogeneous Data
Sources Distributed over a Network Using Context Interchange.”
This patent issued in 1999.

(10) I have had a number of consulting roles. These roles have included
the development of financial reporting systems, information integration across
organizations, analysis of systems integration in large foreign exchange trading
systems, patent and software litigation (including banking software), and human

resources software.



(11) A copy of my C.V. is attached as Appendix A and includes a list of

my publications.

II. My Status as an Independent Expert Witness
(12) I have been retained in this matter by Oblon, Spivak, McClelland,

Maier, & Neustadt, L.L.P. (“Oblon Spivak™) to provide various opinions regarding
U.S. Patent No. 6,553,350 (hereinafter referred to as the “*350 patent”). I am
being compensated at the rate of $750 per hour for my work. My fee is not
contingent on the outcome of this matter or on any of the opinions I provide below.

(13) TIhave been advised that Oblon Spivak represents SAP in this matter.
I have no financial interest in SAP. However, I should note that SAP is a founding
sponsor of the MIT Center for Digital Business (“founding” relates to sponsorship
level). As a result of the sponsorship, SAP can choose one or more research
projects with faculty members. I was a Principal Investigator for one such project
with SAP starting in July of 2010. My role as Principal Investigator and any
research project with SAP ended in December 2011. As has been the practice with
other projects, I was able to use any residual funding without any obligation, of
which a small amount remains.

(14) Thave been advised that Versata Software, Inc. (hereinafter referred to

as “Versata”) owns the ‘350 patent. I have no financial interest in Versata or the



‘350 patent nor have I ever had any contact with Versata, its predecessor Trilogy,

or the inventor of the ‘350 patent, Thomas J. Carter.

III. Description of the Relevant Field and the Relevant Timeframe

(15) Ihave reviewed the ‘350 patent, its file history as well as the file
history of the related U.S. Patent No. 5,878,400 (the “‘400 patent”). Moreover, |
have reviewed various documents from the litigation in the U.S. District Court for
the Eastern District of Texas styled Versata Software, Inc. v. SAP America, Inc.,
Civil Action No. 2:07-cv-153 (hereinafter, the “district court litigation”). For
convenience, all of the information that I considered in arriving at my opinions is
listed in Appendix B.

(16) Based on my review of these materials, I believe that the relevant field
for purposes of the ‘350 patent is computerized financial systems. I have been
advised that the relevant timeframe is June 1995.

(17) As described in Section I above, I have extensive experience in the
relevant field. Based on my experience, I have a very good understanding of the

relevant field in the relevant timeframe.

IV. The Person of Ordinary Skill in the Relevant Field in the Relevant
Timeframe

(18) I have been advised that “a person of ordinary skill in the relevant

field” is a mythical person to whom an expert in the relevant field could assign a



routine task with reasonable confidence that the task would be successfully carried
out. In my opinion, a person of ordinary skill in the relevant field in June 1995
would have had at least a Bachelor’s degree in computer science and two years of
experience developing computerized financial systems or, alternatively, a Master’s
degree in computer science and one year of experience developing co@puterized
financial systems.

(19) Based on my experience, [ have a good understanding of the
capabilities of a person of ordinary skill in the relevant filed. I have supervised

and directed many such persons over the course of my career.

V.  Background of the Technology

(20) The central concept to the ‘350 patent is hierarchies and the
hierarchical arrangement of data. This concept, however, has a long and storied
history.

(21) Hierarchies (taxonomies, classifications) have been used for
thousands of years for organizing groups. Many credit Aristotle (384 - 322 B.C.),
a philosopher of ancient Greece, as the first to create a systematic biology by
considering nature as ordered classes (classification) from lower to higher. The
order was known as the “steps of nature,” or the “hierarchy of nature.”

(22) Many years later, Carl von Linne (1707-1778), molded the history of

classifications into the modern theory of his research in The System of



Nature (1735). Linne roughly classified living beings into “classes,” each class
into “orders,” each order into “genera,” and each genus into “species.”

(23) Another example a hundred fifty years later was the introduction of
the Dewey Decimal Classification (DDC) system conceived by Melvil Dewey in
1873 and first published in 1876. The introduction of computer systems made it
easier to store, manage and use classification systems.

(24) Many computer programming languages have constructs for building
hierarchies (e.g., arrays, lists). Object languages were introduced as early as the
1960s but became more defined in the 1970s as the use of classes and subclasses
became common practice. Also in the 1960s, the Hierarchical Data Model and
associated Hierarchical Database was introduced by IBM. Another form of storing
and manipulating hierarchical data was introduced with Object-Oriented Database
Systems in the 1980s. Inheritance was considered an important aspect of all
object-oriented systems. Graphical systems for manipulating hierarchies of classes
became commonplace.

(25) The use of organizational and product groups has become well
understood over many years of classification science. Many computer-based
approaches have been developed for maintaining hierarchies. Inheritance between

classes and superclasses is well understood. Overwriting values from superclasses



with those in a subclass is also well-defined and a common practice. In short, the

‘350 patent’s hierarchical arrangement of data is not new.

VI. The ‘350 Patent

A.  Hierarchical Arrangement of Data

(26) The ’350 patent defines the alleged invention as “a method and
apparatus for determining prices for various products offered to various purchasing
organizations.” Exh. 1001, Col. 3:10-12.

(27) To determine these prices, the patent explains, “the invention operates
under a paradigm of WHO (the purchasing organization) is buying WHAT (the
product).” Exh. 1001, Col. 3:24-25. According to the patent, the WHO/WHAT
paradigm is not new. Prior art pricing systems used price tables, such as the table
illustrated in Figure 1 of the patent, designating “WHQO” and “WHAT.” Exh. 1001,

Col. 2:27-42.

PRIOR ART

‘ Fi. 1

o 486/33 | 486/50 | 486/66
WHO CPY CPU CcPU

ADAY $40 $50 $80

B0B $42 $58 $72

crarie| g24 | g85 | #92




(28) In Figure 1, “[e]ach row in the table designates a potential customer
that the product would be sold to, and each column designates the product will be
sold, and the table entry corresponding to the basic unadjusted price for the
product.” Exh. 1001, Col. 2:30-34. In the prior art, other tables would store
pricing adjustment data such as taxes, shipping charges, currency conversions, and
discounts. Exh. 1001, Col. 2:3-6, Fig. 2. The patent contends that by organizing
pricing data in this way, prior art systems required large tables that could grow to
billions of entries. Exh. 1001, Col. 1:52-2:9.

(29) To solve this problem, the purported invention arranges customer and
product data differently. Rather than organizing customers (“WHO”) in rows in a
table like the prior art, the patent defines the “WHO” by arranging customers (i.e.,
purchasing organizations) into a hierarchy of customer groups. Exh. 1001,

Col. 3:25-32, 6:1-39. This reorganization of customer data is depicted in

Figure 4A of the patent:
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(30) And rather than organizing products (“WHAT”) in table columns like
the prior art, the patent describes grouping products into a product group hierarchy.
Exh. 1001, Col. 3:42-46, 7:50-67. This rearrangement of product data is depicted

in Figure 4B of the patent:

HARD DRIVE

Fi 4B  ow m

DEVICES
T FLOPPY DRIVE

HARDWARE

/486/ 33

366
CPY _——486 486/50
PENTIUM 486/66

vrry
ALL PRODUCTS —————————— SOFTWARE "———__ 1oy tearion

MAINTENANCE \opm TING SYSTEM

SUPPORT CONSULTING

UPGRADES

(31) These hierarchical arrangements of customer and product information
are used to determine pricing adjustments for a particular sale, and the pricing
adjustments are applied to determine a final price. Exh. 1001, Col. 3:50-65.

(32) According to the patent, these hierarchical arrangements of customer
and product information distinguish the alleged invention from the prior art.

Exh. 1001, Col. 6:37-39, 7:67-8:2.

(33) By arranging the pricing data in hierarchies instead of tables, the
patent claims several advantages over the prior art. With multiple tables, prior art
systems required “a number of price adjustment tables and a number of database

queries to retrieve applicable price adjustments.” Exh. 1001, Col. 2:55-63. In
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contrast, “the method and apparatus of the present invention . . . overcome the
prior art’s need to store, maintain, and retrieve huge amounts of data required to
determine prices for various products offered to various purchasing organizations
while applying a large number of price adjustments.” Exh. 1001, Col. 4:4-9.

(34) Prior art systems that arranged data in multiple tables were inflexible,
according to the patent. For example, “the prior art pricing systems had to store,
update and retrieve a separate price adjustment for each purchaser based on the
currency exchange rate for that purchaser’s particular geographic location.”

Exh. 1001, Col. 7:35-39. When a currency rate changes, prior art systems must
update data in several different tables. Exh. 1001, Col. 7:39-41. When customer
data is organized in hierarchies, the purported invention requires only one table to
store changes in currency exchange rates. Exh. 1001, Col. 7:44-49.

(35) Ihave been advised that the patent owner, Versata Software, has
explained that the inventor perceived a widespread problem in the way prior art
systems organized data and devised a way to reorganize pricing data. According to
the inventor, “[t]he conventional thinking was that different types of data . . .
should be segregated and stored in different tables, which appears orderly from a
human perspective.” Brief of Plaintiffs-Cross Appellants at 4, Versata Software,
Inc. v. SAP America, Inc., No. 2012-1029, -1049 (Fed. Cir. May 29, 2012) (Exh.

1011). He realized that “changing the conventional thinking could lead to vast

11



improvement, and he invented a pricing engine that leveraged the hierarchical data
structures used by large corporations to organize pricing information.” Exh. 1011
at 5.

B. “Denormalized” Numbers

(36) Another purported distinction over the prior art is the type of numbers
used for price adjustments. The patent explains that in addition to “WHO” and
“WHAT” data hierarchies, “HOW MUCH” numbers are used to arrive at a price

adjustment, as shown in Figure 5 of the patent. Exh. 1001, Col. 10:45-47.

” FIG. 5
42W j o 4
WHO gy WHAT
MUCH
455/35\485/50 486/66
386 486 PENTIUM
s
ADAM  B0B  CHARLIE PRINTER ~ CPU  MONITOR
RESELLER -~----- P (T SCEEREE HARDWARE
20 95 J1
MAC WINDOWS [DOS
DAVID ERIC FRANK APPLICATION 0/S UTILITY
VAR -===~=====~ 7 SOFTWARE

(37) The patent explains: “[CJolumn 44 is labeled as a ‘how much’ column.
The numbers in this column are used to arrive at a price adjustment. The numbers
in this column are ‘denormalized,” meaning that each number in this column has a

unique significance. In other words, a number in this column could refer to a basic
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price, or an adjustment to the basic price such as a tax rate, a shipping charge, a
currency conversion rate, or various discounts applicable to the base price.”
Exh. 1001, Col. 10:45-54.

(38) The use of “denormalized” numbers purportedly provides advantages
over the prior art. Exh. 1001, Col. 10:53-54. For example, the patent explains that
“the numbers in prior art tables are ‘abstracted’ and stored as a denormalized
number in the ‘how much’ column (i.e., column 44 in FIG. 5), and the
interpretation of those numbers are left up to the interpretation engine of the
present invention.” Exh. 1001, Col. 11:19-24. Furthermore, “[t]his dynamic
interpretation of abstracted numbers during run time along with the invention’s
feature permitting a user to flexibly specify and change product and organizational
groups is in contrast to the static nature of the prior art pricing systems.”

Exh. 1001, Col. 11:24-28.

(39) The patent explains that rearranging customer and product data and
using “abstracted” numbers are key improvements. “Fig. 5 illustrates that the
invention greatly simplifies the prior art tables in at least two ways. First, products
and organizations are categorized in different product and organizational groups.
Second, the various product and organizational groups are associated with

denormalized numbers whose interpretation is determined during run time.”

Exh. 1001, Col. 11:48-54.

13



VIL. Invalidity Under 35 U.S.C. §101

A. Requirements for Patent-Eligibility

(40) I have been advised that the Supreme Court has ruled that laws of
nature, abstract ideas and natural phenomena are not patentable. Mayo v.
Prometheus, 566 U.S. __,slip op. at 1 (2012).

(41) TIhave been advised that the Supreme Court has explained that an
“application” of an abstract idea, such as a mathematical formula, may be patent-
eligible, if the patent claims add “significantly more” than routine, conventional
activity to the underlying concept. Mayo, slip op. at 2-4.

(42) Ihave been advised that the Supreme Court has explained that an
“important and useful clue” to patent-eligibility is whether a claim is “tied to a
particular machine or apparatus” or “transforms a particular article into a different
state or thing,” the so-called machine-or-transformation test. Bilski v. Kappos, 130
S. Ct. 3218, 3225-26 (2010). I have been advised that the Supreme Court has
explained that the machine-or-transformation test is not the only test for patent-
eligibility. Bilski, 130 S. Ct. at 3227.

(43) In my opinion, claims 17, 26, 27, 28, and 29 of the *350 patent do not

satisfy these requirements for patent-eligibility, for the reasons discussed below.

14



B.  Abstract Ideas with Only Routine, Conventional Activity Added

(44) In my opinion, claims 17, 26, 27, 28, and 29 include the abstract ideas
of rearranging pricing data into hierarchies and calculating a product price using
“abstracted” numbers, as discussed above. The patent stresses that the purported
invention “results in an efficient storage, management and retrieval of pricing data
and generation of price recommendations.” Exh. 1001, Col. 8:37-39.

(45) The patent explains that organizing pricing data into hierarchies is
performed by a person. While the patent claims that organizing pricing data into
hierarchies rather than tables “has significant advantages over the prior art pricing
systems,” it admits that the customer hierarchies are “wholly arbitrary” and
“determined by a user of the invention’s pricing system.” Exh. 1001, Col. 6:32-39.
Likewise, product groupings are “entirely arbitrary and determined by the user.”
Exh. 1001, Col. 7:64-67, 12:14-17.

(46) Nothing in claims 17, 26, 27, 28, and 29 adds anything but
conventional, well-known activities to these abstract ideas.

(47) Organizing data in hierarchies has been performed long before
the "350 patent was filed. For example, companies have manually organized data

in hierarchies, such as organizational management charts, for years.
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(48) Organizing pricing data into groups and using grouped pricing
information to determine a product price was likewise performed manually long
before the *350 patent was filed. For example, hotels have long offered price
discounts for members of groups such as travel club members, senior citizens, and
frequent guests. When a guest calls to make a hotel reservation, the hotel clerk
may ask which group or groups the guest belongs to, determine the discounts
available for the appropriate group or groups, and then offer the lowest price to the
guest.

(49) In my opinion, the addition of only routine, conventional activities to
the abstract ideas of reorganizing pricing data in a hierarchy and calculating a
product price is insufficient to render claims 17, 26, 27, 28, and 29 patent-eligible.

C. “Particular Machine” Test

(50) The patent repeatedly explains that the purported invention can be
implemented on any type of computer system. According to the patent, “[t]he
present invention may be implemented on any conventional or general purpose
computer system.” Exh. 1001, Col. 5:8-9. The other mentions of computers in the
specification, discussed below, confirm that no special computer or other machine
is involved. Thus, in my opinion, nothing in claims 17, 26, 27, 28, and 29

indicates a tie to any particular machine.
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(51) The patent includes an “example of a computer system used to

generate price recommendations according to the present invention” in Figure 3:

7
FIG. 3 D@
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(52) This example of a computer system is described in column 5 of the
patent, but nothing in the figure or the accompanying text indicates any technical
requirements or specific details about any particular machine. Instead, the patent
explains that this computer system is “for purposes of example only” and that
“[t]he present invention may be implemented in any type of computer system or
programming or processing environment.” Exh. 1001, Col. 5:55-58.

(53) Claims 17, 26, 27, 28, and 29 describe, either directly or indirectly, a
“data source” and the patent explains that the purported invention reduces the
number of “database queries” needed to determine a price. Exh. 1001, Col. 11:37-
12:3. The terms “data source” and “database” do not imply a tie to any particular

machine. Instead, the patent explains that “although the invention is discussed in

17



terms of a ‘database,’ the invention can be implemented using any data source that
may be different from a conventional database.” Exh. 1001, Col. 10:59-61.

(54) The patent uses the phrase “interpretation engine” when discussing
denormalized numbers. For example, the patent states that the interpretation of
denormalized numbers is “determined during run time” by “the interpretation
engine of the present invention.” Exh. 1001, Col. 11:17-24. But the patent does
not describe in any detail what the “interpretation engine” is or how it operates.
Nothing in the patent’s brief mention of an “interpretation engine” indicates any
involvement of a particular machine.

(55) The patent includes Figures 6-14, described as “computer screens
according to the present invention.” Exh. 1001, Col. 4:33-60. None of these
figures, however, indicates a tie to any particular machine. Instead, the “computer
screens” depict the pricing data arrangements in a different way. For example,
“FIG 9 is an example of a computer screen according to the invention which
corresponds to the table of Fig. 5.” Exh. 1001, Col. 16:34-36. Neither the
“computer screens” nor the corresponding data tables indicate the involvement of
any particular computer.

(56) Although called “computer screens,” the patent explains that these
figures show actions performed by a user, not a computer. For example, the patent

explains that Figure 6 demonstrates how “a user can arbitrarily select the different
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grouping of the organizations” by selecting a folder icon, determining where an
organizational group is to be placed in a hierarchy, and creating new branches in
the hierarchy. Exh. 1001, Col. 13:20-14:3. Likewise, the patent explains that
Figure 7 illustrates how a user specifies pricing types and creates new pricing types
by clicking on an icon. Exh. 1001, Col. 14:4-65. The same is true for Figure 8
(e.g., Col. 15:53-67, “pricing sequence can be designated by the user”), Figure 9
(e.g., Col. 16:36-55, “the user selects a specific customer” then “the user selects a
Pricing Type”), Figure 10 (e.g., Col. 16:59-17:5, “user specifies that the product
group to which Product A belongs I Storage Devices group”), Figure 11 (e.g.,
Col. 17:6-18, “user can specify the organizational group for a specified customer”),
Fig. 12 (e.g., Col. 17:19-67, “the computer screen in Fig. 12 permits a user to
specify various price adjustments”), Figure 13 (e.g., Col. 18:3-29, “user then places
the geographic designation ‘California’ in box 1304), and Figure 14 (e.g.,
Col. 18:30-52, “user then specifies that the applicable tax rate for the “Support”
group is 0%). These figures and the accompanying text describe actions performed
by a person and do not require any particular type of machine or computer.

D. “Transformation” Test

(57) In my opinion, nothing in claims 17, 26, 27, 28, and 29 transforms an

article into a different state or thing.
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(58) The claims recite various actions involving financial data, such as
storing pricing information, retrieving applicable pricing information, and
determining a product price. These and the other claimed steps operate on
financial information, not any physical articles.

(59) I have been advised that courts have ruled that patent claims that
organize financial information such as credit card numbers do not satisfy the
transformation test. CyberSource v. Retail Decisions, Slip op. at 8-9. I have also
been advised that courts have ruled that patent claims that calculate the financial
value of insurance policies do not effect a patent-eligible transformation. Bancorp
Services v. Sun Life, Slip op. 20-21. Accordingly, it is my opinion that claims 17,

26, 27, 28, and 29 do not satisfy the transformation test.

VIIIL. Invalidity under 35 U.S.C. §112

(60) Ihave been advised that a patent specification must contain a “written
description” of the claimed invention. 35 U.S.C. § 112, § 1. I have also been
advised that the claims of an issued patent must particularly point out and distinctly
claim the subject matter of the alleged invention. 35 U.S.C. § 112, 9 2.

A. Claims 17 and 26-29 lack written description

(61) In order to comply with the written description requirement, the
inventor must describe the invention sufficiently to show that he or she is in

possession of the invention. 35 U.S.C. § 112, 9 .

20



1. The Software Claims of the 350 Patent are not Supported
by the Specification

(62) The Specification fails to explain how the claimed software operates.
Instead, the Specification focuses on the user’s ability to interact with a graphical
user interface, without providing any detail as to how the functions would be
implemented in software. See Section VIIL.C, supra.

(63) Even the few sections of the Specification related to the underlying
systems fail to describe the functions performed by the software. “For example, as
shown in Fig. 5, the invention first determines that the purchaser (Adam) is a
Reseller.” “The invention then determines that a 486/33 CPU belongs to the
category of 486 CPU’s belong to the category of CPU’s, and that CPU’s belong to
the category of Hardware.” Exh. 1001, Col. 9:44-47 and 50-53. As previously
noted, the patent explains that these hierarchies are “wholly arbitrary” and
“determined by a user of the invention’s pricing system.” Exh. 1001, Col. 6:32-39;
see also Exh. 1001, Col. 7:64-67, 12:14-17. Although the patent mentions that the
invention “determines” that Adam is a Reseller and that the 486 CPU’s belong to
the category of CPU’s, which belong to the category of Hardware, the patent
includes no discussion of how the software might operate or otherwise makes those
determinations.

(64) The Specification also discusses that treatment of denormalized

number is “determined during run time” by “the interpretation engine of the
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present invention.” Exh. 1001, Col. 11:17-24. But it does not describe in any detail
what the “interpretation engine” is or how it works.

B. Claims 17, 26, 28, and 29 are Indefinite

(65) In order to satisfy the definiteness requirement, I have been advised
that a patent’s specification must conclude with one or more claims “particularly
pointing out and distinctly claiming the subject matter which the applicant regards
as his invention,” (35 U.S.C. § 112, § 1) and that the claims of the patent must
provide fair notice of the subject matter that is encompassed and the subject matter
that is not encompassed by the claimed invention, so that one of ordinary skill in
the art can “understand the bounds of the claim when read in light of the
specification.” 35 U.S.C.§ 112, 92.

(66) I have examined the *350 patent claims and specification. It is my
opinion that claims 17, 26, 28, and 29 are indefinite.

1. The “less restrictive” Recitations of Claims 17 and 26
Render the Claims Indefinite

(67) Independent method claim 17 recites, among other things,
“eliminating any of the pricing information that is less restrictive.” Claim 26 also
includes this recitation by virtue of its dependence from claim 17.

(68) Plain meaning would suggest that the phrase “less restrictive” refers to
the order in which information resides in “the hierarchy” because this

understanding -- in limited circumstances -- may allow a person of ordinary skill to
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determine “less restrictive” pricing information. This understanding is also
consistent with the findings of the District Court, which considered the plain
meaning of “the pricing information that is less restrictive” to mean “[p]ricing
information that is less specifically applicable to a product, a purchasing
organization, an organizational group or a product group.” Memorandum Opinion
and Order at 17-18, Versata Software, Inc. v. SAP America, Inc., No. 2:07-cv-153
(E.D. Tex. May 19, 2009) (Exh. 1012).!

(69) For example, in a single hierarchy where an entity exists at only one
location in the hierarchy, one of skill in the art might understand the bounds
imposed by “less restrictive” because, in this particular situation, pricing
information found higher in the hierarchy may be considered “less restrictive” than
pricing information associated with a lower level in the hierarchy without
significant ambiguity.

(70) The *350 Patent, however, also envisions (and the claims would
include) situations where an entity exists at more than one location in a hierarchy.
For example, “Adam” appears as a node in two places in the customer hierarchy of

Fig. 4A—once beneath “Germany,” and once beneath “Reseller.”

! The District Court, however, did not consider whether the plain meaning could
“provide fair notice of the subject matter that is encompassed and the subject
matter that is not encompassed by the claimed invention.”
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(71) In situations such as this, the order in which applicable pricing
information resides in the hierarchy does not reveal what pricing information is
“less restrictive.” For example, consider the assignment of a 10% discount for all
purchases by German customers and a 5% discount for all purchases by Resellers.
Both of these adjustments would apply to Adam because Adam is both a German
customer and a Reseller. But one of ordinary skill cannot determine which of these
discounts is “less restrictive” based on hierarchy position because (i) both
discounts are applicable to a group of customers of which Adam is a member, and
(i1) both groups are one level above Adam in the organizational group hierarchy.

(72) Despite this deficiency, the only substantive discussion of “less
restrictive” in the specification of the *350 Patent is found in column 19:23-53,

describing certain steps of the flow diagram depicted in Fig. 15B.
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(74) For example, at column 19:23-53, the *350 Patent discusses five
sorting mechanisms for pricing adjustments “according to their respective
specificities.” While mechanisms (1)-(3) may be associated with the position of
the information in a hierarchy, mechanisms (4) and (5) relate to “range checks”
having no relation to the information’s position in a hierarchy.

(75) These factors, however, fail to provide further guidance regarding
how to solve the problem described above with respect to Adam. Instead, the
introduction of factors other than hierarchical position of the pricing information
affecting the restrictiveness serves only to further confuse the meets and bounds of
the claimed invention.

(76) Thus, under the broadest reasonable interpretation of the claims, the
Specification does not inform a person of ordinary skill in the art of the meaning of
“less restrictive” for all subject matter encompassed by the claimed invention. The
term “less restrictive” is also not a term of art. As a result, one of ordinary skill in
the art cannot “understand the bounds of the claim when read in light of the
specification,” as required by 35 U.S.C. § 112, 9 2.

(77) In view of the foregoing, claims 17 and 26 are indefinite because they
fail to “reasonably apprise those skilled in the art of its scope” using “language that
adequately notifies the public” of the scope of patentee’s right. As such, these

claims are invalid because they do not particularly point out and distinctly claim

26



the subject matter which the applicant regards as his invention in violation of
35U8.C.§112,92.

Z. The “pricing information” Recitation of Claims 17 and 26
Renders the Claims Indefinite

(78) I have been advised that when a claim uses an article such as “the” or
“said,” what follows the article should be an element that the claim previously
recited. The previous recitation is called the “antecedent basis” for the later claim
recitation. To avoid ambiguity, there should only be one antecedent basis for a
claim element. The presence of multiple antecedent bases hinders the ability to
understand what the claim is covering.

(79) Claim 17 recites, in relevant part:

storing pricing information in a data source, wherein the
pricing information is associated, with (i) a pricing type,
(i1) the organizational groups, and (iii) the product
groups;

retrieving applicable pricing information corresponding to
the product, the purchasing organization, each product
group above the product group in each branch of the
hierarchy of product groups in which the product is a
member, and each organizational group above the
purchasing organization in each branch of the hierarchy
of organizational groups in which the purchasing

organization is a member;
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sorting the pricing information according to the pricing types,
the product, the purchasing organization, the hierarchy of
product groups, and the hierarchy of organizational
groups;

eliminating any of the pricing information that is less
restrictive; and determining the product price using the
sorted pricing information.

(Emphasis added.)
Claim 26 also includes these recitations by virtue of its dependence from claim 17.

(80) Claim 17 therefore defines two types of pricing information: “pricing
information in a data source” and “pricing information corresponding to the
product.” The claim’s “sorting” and “eliminating” elements, however, recite “the
pricing information” without distinguishing between the two types of “pricing
information.”

(81) Therefore, the phrases “sorting the pricing information...” and
“eliminating any of the pricing information that is less restrictive...” are indefinite
because it is unclear which “pricing information” serves as the antecedent basis for
the “the pricing information” recitation of those phrases. As a result, claims 17
and 26 are indefinite and invalid under 35 U.S.C. § 112, ] 2.

3 Claims 26 and 28 are Indefinite for Improperly Mixing Two
Statutory Classes

(82) I have been advised that a patentee cannot simultaneously claim an

apparatus and recite steps for using that apparatus without running afoul of 35
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U.S.C. § 112, 9 2. One reason this violates 35 U.S.C. § 112, 2 is because it is not
clear whether infringement of the claim occurs when one creates the apparatus or
when the user actually performs the steps.

(83) Claim 26 recites “[a] computer readable storage media comprising:
computer instructions to implement the method of claim 17.” Claim 17, in turn,
recites a series of steps, including:

arranging a hierarchy of organizational groups comprising a plurality of

branches such that an organization group below a higher

organizational group in each of the branches is a subset of the higher
organizational group; [and]

arranging a hierarchy of product groups comprising a plurality of branches
such that a product group below a higher product group in each of the
branches in a subset of the higher product group.

(84) The patent specification, however, only describes users of the claimed
invention creating the hierarchies employed by the claimed invention. For
example, Col. 6:17-39 describes the arrangement of the hierarchy of purchasing
organizations and organizational groups as “determined by the user of the
invention’s pricing system.” Similarly, Col. 7:50-Col. 8:2 describes the
arrangement of the hierarchy of products and product groups as “determined by the
user of the invention’s pricing system.” Col. 13:19-51 describes the user’s creation
of the hierarchies of organizational groups and product groups, noting that “[a]s

stated above, each of the organizational groups are determined solely by the user”
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and “[t]he explanations given above with respect to the user selection of how to
group the various product groups.” (Emphasis added).

(85) Versata has also acknowledged that users are the ones who arrange
the hierarchies employed by the claimed invention.

(86) By virtue of its dependence from claim 17, the “computer readable
storage medium” of claim 26 therefore recites at least two user-performed steps.

(87) Claim 26 therefore does not reveal whether infringement occurs
(i) upon creation of the claimed “computer readable storage media” or (ii) when
the user performs the recited “arranging” steps using the claimed “computer
readable storage medium.”

(88) Because it is not clear when infringement of claim 26 occurs, the
claim does not particularly point out and distinctly claim the subject matter which
the applicant regards as his invention in violation of 35 U.S.C. § 112, 2.

(89) Claim 28 recites “[a] computer readable storage media comprising:
computer instructions to implement the method of claim 27.” Claim 27, in turn,
recites a series of steps, including;:

receiving the price of the product determined using pricing information

applicable to the one or more identified organizational groups and the

one or more identified groups according to the hierarchy of product
groups and the hierarchy of organizational groups.

(90) No machine embodiment of the claimed invention, however, receives

the determined product price. Instead, the invention determines the product price
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and only a user receives it. The Specification at Col. 3:9-13, for example,
describes the claimed invention as “a method and apparatus for determining prices
for various products....” (Emphasis added.) Similarly, Col. 16:1-3 notes that “[t]he
invention provides a further feature in determining the final price of a product by
providing a “Target” operation....” (Emphasis added.). Finally, Figure 15C,
element 1524, describes an embodiment “determin[ing] the price of the user
specified product by applying each pricing adjustment in the sorted order.” The
Specification nowhere, however, discloses or suggests that the claimed invention
may receive such information.

(91) By virtue of its dependence from claim 27, the “computer readable
storage medium” of claim 28 recites at least one user-performed step.

(92) As such, claim 28 does not reveal whether infringement occurs
(i) upon creation of the claimed “computer readable storage media” or (ii) when
the user receives the price of the product determined by the claimed invention.

(93) Because it is not clear when infringement of claim 28 occurs, the
claim does not particularly point out and distinctly claim the subject matter which
the applicant regards as his invention in violation of 35 U.S.C. § 112, second

paragraph.
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IX. SAP’s Pricing System History

(94) For four decades, SAP has been and continues to be recognized as an
innovation leader in enterprise software systems. The company was founded in
1972 by five former IBM employees who had a vision of creating standard
application software for the real-time processing of business information. See SAP
History, 1972-1981: the early years, available at http://www.sap.com/corporate-
en/our-company’history/1972-1981.epx (Exh. 1013). In 1973, SAP completed its
first financial accounting system, RF, which then served as the foundation for the
development of other software modules of the system that would ultimately be
called R/1. Id

(95) In 1979, SAP began to replace R/1 with R/2, a mainframe-based
business application software suite. Id. R/2 integrated all of the common
functions of a business such as accounting, pricing, materials, and human resources
but the fact that it required a mainframe computer limited its appeal mainly to large
companies. Over the course of the 1980s, SAP expanded its customer base and
formed subsidiaries to market its products all over the world. See SAP History,
1982-1991: the SAP R/2 era, available at http://www.sap.com/corporate-en/our-
company/history/1982-1991.epx (Exh. 1014). During this period, SAP continued
to develop R/2 but also began working on its next-generation enterprise software

system, R/3. Id.
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(96) 1In 1992, SAP launched R/3 and moved toward a multi-platform
architecture for its enterprise software. See SAP History, 1992-2001: the SAP R/3
era, available at http://www.sap.com/corporate-en/our-company/history/1992-
2001.epx (Exh. 1015). SAP released R/3 in several versions, one in particular is
R/3 2.2, which, I have been advised, shipped in various sub-versions in 1995. R/3
appealed more to midsize companies than the mainframe-based R/2, and allowed
SAP to further expand its customer base. See id. In the 1990s, SAP conducted
SAPPHIRE conferences in several locations around the world to provide
information and training to customers relating to R/3. Id. SAP’s leadership in the
development of enterprise software systems continues to this day. See SAP
History, 2002-present: real-time data where and when you need it, available at
http://www.sap.com/corporate-en/our-company/history/2002-present.epx (Exh.

1016).

X.  Claim Interpretation

(97) In the present proceeding, I have been advised that the claims are to
be given their broadest reasonable interpretation in view of the specification
(“BRI”) and that this standard differs from the one used in district court patent
litigations. I therefore understand that I am not bound by the findings of the
district court. I note that my conclusions below may vary if [ were to apply the

district court’s claim construction standard. Below, I set forth what I believe to be
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than an adjustment to price that is not a
denormalized number.” |

(98) sorting the pricing information: In my opinion, the BRI of “sorting
the pricing information” is that the pricing information is ordered. This is the plain
meaning. I understand that the district court adopted the same interpretation that I
have. Further, I note that claim 1 of the ‘350 patent specifically requires “sorting
the retrieved pricing information” (emphasis added), while claim 17 (and thus
claim 26) only require “sorting the pricing information.” In my view, this is a
deliberate and important distinction. The language of claim 1 requires that pricing
information first be retrieved, and then sorted. The language of claim 17, on the
other hand, requires only that the information be sorted (i.e., ordered)—it does not
imply or require a temporal limitation forcing the sorting to occur after the
retrieving. In other words, the sorting step could occur before the retrieving step. I
have carefully examined the claim, and in particular the retrieving and sorting steps,
and I see no basis for requiring one to happen before the other. Thus, the BRI of
“sorting the pricing information” in the context of the ‘350 patent is simply that the
pricing information is ordered and this may happen either before or after the
retrieving step.

(99) the pricing information that is less restrictive: As I discuss

elsewhere, in my opinion, the term “the pricing information that is less restrictive”
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is insolubly ambiguous and indefinite. For purposes of my prior art analysis, I will
use the district court’s claim construction: “pricing information that is less
specifically applicable to a product, a purchasing organization, an organizational
group or a product group.”

(100) pricing type(s): The BRI of “pricing type(s)” is “a class or category
of pricing adjustments.” See ‘350 patent Col. 19:44-45 (“the less restrictive pricing
adjustments with the same Pricing Types are eliminated.”). I understand that, in
the district court litigation, the parties agreed that the term meant “a class or
category of pricing adjustments” and I agree. Further, the district court interpreted
the term “pricing adjustments” to mean “a denormalized number that may affect
the determined price.” I agree that this is the definition under the BRI standard as
well because it appears to me that the patent owner limited its invention to
denormalized numbers. See Exh. 1001, Col. 3:65-Col. 4:4 (“The combination of
organizational groups and product groups hierarchies and the denormalized pricing
table . . . result in some of the advantages of the present invention over the prior art
pricing systems.”); see also id. at Abstract; id. at Figs. 1, 2, and 5; id. at Col. 4:28-
32; id. at Col. 8:37 - Col. 9:4; id. at Col. 10:45-66; id. at Col. 11:7-66.

(101) Further, a “pricing adjustment” includes both performing a
calculation on a preexisting number (e.g., increasing or decreasing) and overriding

a preexisting number. See Exh. 1001, Col. 19:48-52 (“the various Pricing Types



included in the sorted pricing adjustments are applied in the user specified pricing
sequence. Thus, the price of the user specified product is increased, decreased,
and/or overridden until the final price is determined.”). Moreover, a “pricing type”
is clearly a “class or category of pricing adjustments.” See, e.g., Exh. 1001, Col.
19:44-45 (“the less restrictive pricing adjustments with the same Pricing Types are
eliminated.”). Accordingly, based on the specification, the BRI of “pricing
type(s)” is “a class or category of pricing adjustments,” and “pricing adjustments”
means “‘a denormalized number that may affect the determined price.” I have been
advised that the patent owner’s trial interpretation of this term is very broad, and it
is this definition that I will use in my analysis. The district court’s claim

construction, which was agreed to by the parties, follows:

14. | “denormalized pricing adjustment” ‘350 claims | These terms mean a number, used as a price
7,24 adjustment, that does not have fixed uvnits and
may assume a different meaning and different
uaits depending on the pricing operation that is
being performed; the specific units to be
associated with the number, and how the number
will be applied, are determined during “run time”
— the time that the system uses the pricing
adjustment data to defermine the price of the

product offered to the purchasing organization.

T -1 -
“denormalized number”

(102) Joint Claim Construction and Prehearing Statement at Joint Appendix
A, p. 2., Versata Software, Inc. v. SAP America, Inc., No. 2:07-cv-153 (E.D. Tex.
Nov. 21, 2008) (Exh. 1019). I have been advised that Versata’s interpretation is
that “‘Determined at runtime’ means that, at runtime, the computer determines the

units connected with the number, and the number’s application, by retrieving and
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interpreting the information previously associated with that number by the pricing
administrator.” Using this interpretation, a user associates the units with the
number and specifies how the number is to be applied (e.g., discount) at data entry
time and then, at runtime, the system simply uses that information. It seems to me
that the broadest reasonable interpretation should at least include this, the patent
owner’s, interpretation. So that is the definition I will use.

(103) pricing information: 1 understand that the district court interpreted
this term to mean “any information relating to price other than an adjustment to
price that is not a denormalized number.” I agree that this should be the same
interpretation under the BRI standard because, as I mentioned above, the patent

owner limited its invention to denormalized numbers.

XI. Unpatentability Based on Prior Art in the Present Proceedings

(104) I have been advised that in the present proceedings a patent will be
found to be unpatentable over prior art based on two provisions in the statute:

(i) prior art that is described by section 102(a) of
[title 35] (as in effect on the day before March 16, 2013);
or

(i1) prior art that—

(I) discloses the invention more than 1 year
before the date of the application for patent in the
United States; and

(II) would be described by section 102(a) of
such title (as in effect on the day before the
effective date set forth in section 3(n)(1)) if the
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disclosure had been made by another before the
invention thereof by the applicant for patent.

See subsection 18(a)(1)(C) of the Leahy-Smith America Invents Act (AIA). I am
advised that the ‘350 patent is a continuation of the ‘400 patent, which was filed on
June 17, 1996. I am further advised that this means that the *350 patent is
considered to have been filed on June 17, 1996 for purposes of determining
whether a reference constitutes prior art. Thus, under subsection 18(a)(1)(C)(ii) of
the AIA, a reference will qualify as prior art if it disclosed the invention on June 16,
1995 or earlier.

(105) The relevant version of 35 U.S.C. § 102(a) reads as follows: “A
person shall be entitled to a patent unless - (a) the invention was known or used by
others in this country, or patented or described in a printed publication in this or a
foreign country, before the invention thereof by the applicant for patent.”

(106) I have been advised that, in order to qualify as a prior art printed
publication, a reference must have been sufficiently accessible to the public
interested in the art. In general, a reference is considered publicly accessible if it
was disseminated or otherwise made available to the extent that persons interested
and ordinarily skilled in the subject matter or art exercising reasonable diligence,
could locate it.

(107) I have been advised that, in order for a prior art printed publication to

anticipate a claim, the publication must disclose every element of the claim and
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must enable a person of ordinary skill in the relevant field to practice the claimed
invention without undue experimentation. In determining whether the printed
publication is enabling, one should take into account what would have been within
the knowledge of a person of ordinary skill in the art in the relevant timeframe.
(108) I have been advised that, in order for a claim to be anticipated because
its subject matter was known by others in the United States, the knowledge must
have been publicly accessible. Moreover, the disclosure must have been of
sufficient detail to enable one with ordinary skill in the art to practice the invention.
In determining whether the disclosure is enabling, one should take into account
what would have been within the knowledge of a person of ordinary skill in the art

in the relevant timeframe.

XII. SAP’s R/3 Online Documentation

(109) I have been asked to consider and provide opinions on the R/3 2.2
Online Documentation CD by SAP AG (1994) (“R3 documentation™) in view of
the ‘350 patent. I reviewed the online documentation CDs that came with R/3
version 2.2C. T have been advised that this version of R/3 shipped as early as
January 1995, and before June 17, 1995, it was sent to many customers. See
Declaration of Karen Fischer (“Fischer Decl.”) (Exh. 1009), 99 7-28.; id. at
Attachments A-1 — A-17. Also, this version was advertised so that anyone could

purchase it. See Declaration of Jodi L. Gregory (“Gregory Decl.”) (Exh. 1008), and
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evidence contained therein. The documentation that accompanied this product
came in two versions: documentation CD 2.2A and 2.2B (Exh. 1017). I have
examined both disks and some files are identical and others are substantially the
same. The differences do not affect my analysis in any way. I will collectively
refer to both disks below as the R3 documentation. In my claim chart, I provide
screen shots from the 2.2B CD and provide cites to a print out of both CDs. In this
manner, it will be easy to determine where the teachings are located. I have been
advised that these two CDs accompanied the sales of R/3 2.2C before June 16,
1995.

(110) I understand that I reviewed the R3 documentation in the same form
as it was available to and provided to SAP’s customers back in 1995. In particular,
I personally installed and reviewed the R3 documentation CDs on a computer
using an exact copy of the archived original CD, which I was given. I have been
advised that the archived original CDs are exactly what was provided to customers
in 1995. Upon installation, I found that the disk labeled “Release 2.2” contained
R3 documentation version 2.2A. 1 found that the disk labeled “Release 2.2
Version 3” contained R3 documentation version 2.2B. I then directed that
screenshots from the R3 documentation CD 2.2B be incorporated into my claim
chart (attached as Appendix C), although as I mentioned above, I provide cites to a

print out of both CDs.
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(111) In addition, I was already generally familiar with R/3 in the mid 1990s
because MIT installed R/3 in that timeframe. To the best of my knowledge, SAP
never had any restrictions on who was allowed to purchase R/3 (including R/3 2.2).
In other words, if a company or individual had the money and wanted R/3, to the
best of my knowledge, they could purchase it and obtain the system and
accompanying documentation.

(112) The R3 documentation describes an enterprise information system
designed to manage and account for all of the resources, information, and activities
of a business. The enterprise information system is described as a number of
functional modules covering the typical functions in a business. These modules
include Financials and Controlling, Human Resources, Materials Management,
Production Planning, and Sales and Distribution, among others.

A. The R3 Documentation’s Automatic Pricing Functionality

(113) The Sales and Distribution (SD) module handles the tasks of order
processing, order fulfillment, and billing. One of the tasks of the SD module is to
determine the price at which a sales company will offer a product for sale to a
customer and to create sales documents including orders and invoices. The price
that a sales company offers to a customer for a particular product may depend on a
number of factors, including the nature of the relationship between the sales

company and the customer, the size of the order, time-limited special offers,
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packaging and freight charges, and taxes. To provide the necessary flexibility, the

R3 documentation describes a flexible and configurable technology, known as “the

condition technique,” which can be customized by the user to support any factors
and considerations that the sales company chooses to use to determine a price.
(114) The SD module organizes both customer organizations and products
into hierarchies so that users can treat groups of customers or groups of products in
a uniform manner with respect to pricing (and other information management
activities). Customers can be grouped by creating customer price groups and by
creating customer hierarchies as shown in the following excerpt from the R3

documentation:
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Building a Customer Hierarchy

Number that
Orgazz:lat tonal uniquely Ident-
Itles node
LAl
Prising x
Smith
4712 4713
0001 T[T
Pricing v« Pricing x
Customer
2742
4714 ans
Pricing w Pricing .

Cuetomer Customer
2743 2744

SAP-00029617; SAP-00013919.°
Similarly, products can be organized into groups by assigning them to “material
pricing groups” and by creating product hierarchies as shown in the following

excerpt from the R3 documentation:

? 1 will use this convention throughout my declaration and my claim chart. The first bates number is to the version
2.2 B CD, which is where the corresponding screen shot came from. The second bates number is to the
corresponding teaching in the version 2.2 A CD.
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Grouping Materials

Materials can be grouped according to different critena. This aliows for easier 1 and better luation of maternals with similar
features. The standard version of the SAP R/3 System does not provide exact criteria to differentiate between individual groupings. These criteria
can be defined by the company ta meet their specific demands. The groupings are determined and defined by the system administrator. Contact
him, if you have questions concerning the existing groupings. In the standard version of the SAP R/3 System the following groupings are
possible, for example:

« Material group
o Material pricing group
e Product hierarchy

Material Group

Geods with the same features (for example, nails) can be grouped using the field Materia/ group. Unlike the product hierarchy, the material group
does not contain different levels or possible combinations of goods. You tan, however, use the material group to carry out different analysis
functions The material group is defined by a nine-digit, alphanumeric key. It is not primarily of importance for sales and distribution, but is used
mainly in materials management.

Material Pricing Group

@ material pricing group can also be used to group materials, especially for pricing and for analyses. The material pricing group is defined by a
wo-digit, numeric key.

Product Hierarchy
o product hierarchy is used to group materials by combining different features. Ht is used for analyses and pricing. A product hierarchy can

consist of up to eightesn characters. Its features can be combined in various ways. The following figure gives an example of how materials can
be grouped using product hierarchies.

Electrical
Position 1-6 appllances Spareparte
Dry Wet
Positlon 610 applianpces wppliances |
00001 00002
Electrical Foad Dish-
Pesition 11-1€  staves proceasors washers
00000001 00000002 00000002
In this case, a dishwasher can be described by product merarchy 00010000200000002. This series of states that dish hers belong

to the category electrical appliances (series of characters BO001, position 1-5), and also to wet appliances (series of characters 00002, position
6-10) and, finally, to distwashers (series of characters 00000002, position 11-18).

SAP-00029548-9; SAP-00013845-6.

(115) The SD module uses a mechanism called the condition technique to
determine the price at which a product will be offered for purchase to a customer.
The condition technique provides a very flexible and robust mechanism for storing
pricing information and for using it to calculate a price at which a product will be
offered. The condition technique includes the following components:

1. Condition Types: The user can specify a number of condition types, one for

each kind of price, discount, or surcharge that applies to a sales company’s pricing

calculations.
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ol Condition Tables: Condition tables store individual condition records

(pricing information) and are keyed by a combination of values that may include
either or both of the customer and the material (product). The term “material” is
the term used in the R3 documentation for both a product and a service.

B Condition Records: In the R3 documentation, pricing information is called

condition records. Condition records specify either a price (e.g., retail price) or a
calculation to a price (e.g., 10% discount). Condition records are also referred to
in the R3 documentation as pricing elements.

4. Pricing Procedures: Pricing procedures (or just “procedures”) determine the

order in which the system processes condition types.

5. Access Sequences: There is one access sequence for each condition type.

The access sequence specifies the order in which condition tables are used to
search for and retrieve condition records corresponding to an individual condition
type.

(116) The relationship between these components is shown by the following

figure from the documentation:
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Condition Technique: Overview

How the Elements of the Condition Technique Work Together

The following figure illustrates the relationships between elements of the condition technique.

Access sequences
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Conditich records

BBBB Condition tablei_d_——-”’"' o001 ||
Saarching for
AA AR g&ndﬁon 001 Key
Accessno. Cond. table 002 Key
10 001 003 Key
20 003 -w—______E* ll
30 002 i o @
condtion data
S:;*c'ﬂo?\:;ied Conditiontypes
condfion iecode
CCCC
BBBEB
AAAA
Definition of:
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- Changes allowed
- Procedure maintenance
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in the document

FProcedures

US-STANDARD
Condition type Manual Acct key

AAAA X ERL
BBBB ERL

CCGC X ERS

SAP-00029638; SAP-00013939.

(117) When configuring a condition technique, the user first specifies that a

particular pricing procedure is to be used to compute a price. The pricing

procedure indicates the high-level components that are to be taken into

consideration when determining a price, and this is accomplished through the
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condition types. The procedure identified in the figure is labeled “US-Standard”
and refers to standard pricing for a customer in the United States. The procedure
identifies a sequence of condition types. In the figure, these are identified as
AAAA, BBBB, and CCCC, but in other examples from the documentation, these
might be gross price, various discounts (such as quantity discounts or preferred
customer discounts), freight costs, and taxes. Different procedures would be
defined, for example, for customers in different countries that are subject to
different taxes.

(118) Each condition type identifies an access sequence that specifies the
order in which the system should search condition tables to find pricing
information (called condition records in the R3 documentation). An example of
pricing information (condition record) would be to add a 5% sales tax. There may
be pricing information that depends on the specific product, on the specific
customer, on some more general classification of products, on some more general
classification of customers, or on a combination of product hierarchy and customer
hierarchy.

(119) The access sequences operate in two modes, controlled by an
“exclusive access indicator” in each access sequence. When the exclusive access
indicator is not set, each condition record identified by the access sequence is

retrieved (from its condition table) in the order specified by the user, and the last
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one retrieved is used in the calculation of the price. In this case, the condition
records are ordered from most general to most specific, and it is the most specific
one that is utilized to calculate a price. When the exclusive access indicator is set
(in “exclusive” mode), the first record identified by the access sequence is
retrieved from its condition table and then used in the calculation of the price. In
this case, the condition records are ordered from most specific to most general.

(120) The next component of the condition technique is the condition table.
Each access sequence contains a list of condition tables. Each condition table
defines the “key” that is used to search for a condition record. One table will hold
condition records that depend on the product being offered for sale. Another table
will hold condition records that depend on the customer to which the product is
being offered. Yet other condition tables will hold condition records that depend
on both the customer and the product, or customer groups, or product groups, or
any other desired combination of information needed to identify the desired
condition records.

(121) Finally, condition tables contain condition records, and each condition
record stores an individual item of pricing information. A condition record may
store a price (for example, a gross price), a discount (for example, a customer
discount or quantity discount), or a surcharge (for example, a freight charge or a

tax). A sequence of condition records, one for each of the condition types in a
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pricing procedure, are used to compute a price at which a product will be offered
for sale.

B. The R3 Documentation’s Condition Technique in Operation:

(122) To make use of the automatic pricing functionality, for example, a
sales company first defines hierarchies of its customers and its products. It can
organize its customers geographically (e.g., country-state-city) or using any other
criteria that makes sense for that sales company’s business. Then, the sales
company creates a product hierarchy to reflect its product offerings. Next, the
sales company uses the condition technique, including the pricing procedure,
condition types, access sequences, condition tables and condition records
previously described.

(123) At runtime, a sales representative will request a price for a particular
sales order (e.g., a particular customer will order a particular product in a certain
quantity). In the case of the immediately preceding example, the condition
technique will then operate as follows:

1. The condition technique will cause each condition type in the pricing
procedure to be processed (AAAA, BBBB, and CCCC), and each condition type
will return pricing information that will influence the price offered to the customer.

For example, the pricing information returned for the condition types in a pricing
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procedure may include a base price of $10, a discount of 10% and a sales tax of
5%, in which case the final sales price will be $9.45.

2.  Each condition type’s access sequence (in the example, AAAA, BBBB, and
CCCC) has a list of condition tables to search through to find the appropriate
pricing information (condition records). For example, one condition type may be
responsible for determining the base price. The access sequence searches each
table in turn to determine if that table has a condition record that satisfies the
criteria of the sales order. In the example, access sequence AAAA accesses
condition tables 001, 003, and 002 in that order.

¥ When each condition table is accessed, a key is formed based on criteria
from the sales order (e.g., the customer and the requested product, or the customer
and the product group that contains the requested product, or the customer group
and the requested product, and so forth). The table is then indexed using this key
to determine if a condition record exists that matches the sales order’s criteria.

4, Each access sequence returns, via the condition tables, one condition record
for use in determining a final price. In the case where the exclusive access
indicator is not set, however, the access sequence retrieves all matching condition
records, orders the condition records from most general to most specific, and

returns the most specific one for use in generating a price. In the case where the
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exclusive access indicator is set, the access sequence retrieves the first matching
condition record and uses this one in generating a price.

= The pricing information from each access sequence/condition type is then
utilized in the order specified by the pricing procedure to determine the final price.

C. The R3 Documentation and U.S. Patent No. 6,553,350 claims 26
and 17

(124) I first discuss below claim 26 and the claim from which it depends,
claim 17, because these claims are the narrowest of the contested claims. Claim 17

of U.S. Patent No. 6,553,350 follows:

17. A method for determining a price of a product
offered to a purchasing organization comprising:

arranging a hierarchy of organizational groups
comprising a plurality of branches such that an
organizational group below a higher organizational group
in each of the branches is a subset of the higher
organizational group;

arranging a hierarchy of product groups comprising a
plurality of branches such that a product group below a
higher product group in each of the branches in a subset
of the higher product group;

storing pricing information in a data source, wherein the
pricing information is associated, with (i) a pricing type,
(i) the organizational groups, and (iii) the product
groups;

retrieving applicable pricing information corresponding
to the product, the purchasing organization, each product
group above the product group in each branch of the
hierarchy of product groups in which the product is a
member, and each organizational group above the
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purchasing organization in each branch of the hierarchy
of organizational groups in which the purchasing
organization is a member;

sorting the pricing information according to the pricing
types, the product, the purchasing organization, the
hierarchy of product groups, and the hierarchy of
organizational groups;

eliminating any of the pricing information that is less
restrictive; and determining the product price using the
sorted pricing information.

Claim 26 follows:

26. A computer readable storage media comprising:

computer instructions to implement the method of claim
L7

(125) The R3 documentation anticipates claims 26 and 17 because it
discloses every element of the claims.

1. Claim 26: Computer readable storage media:

(126) As an initial matter, the R3 documentation discloses a computer-based
pricing system that is part of an overall enterprise information system. As a result,
the R3 documentation inherently discloses a software system (computer
instructions) operating within the memory of a computer system, which thus
satisfies claim 26 because, in my opinion, the memory of a computer system is a
computer readable storage media. I note that, between invocations, this system

would reside on secondary storage, such as a hard disk, which would also
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constitute a computer readable storage media. See SAP00014846-57;

SAP00000578-89.

2. Claim 17: A method for determining the price of a product
offered to a purchasing organization comprising:

(127) As 1 described previously, the R3 documentation describes an
enterprise information system that includes a Sales and Distribution module that
determines the price of a product. See SAP-00014846-57, SAP-00029633, SAP-
00029640-2, SAP-00029697-8; SAP-00000578-89, SAP-00013934, SAP-

00013941-3, SAP-00014001-2.

a. Arranging a hierarchy of organizational groups
comprising a plurality of branches such that an
organizational group below a higher organizational group
in each of the branches is a subset of the higher
organizational group;

(128) As I demonstrated above, the R3 documentation is replete with
hierarchies and discloses at least two methods that satisfy this claim element:
customer hierarchies and customer price groups.

Customer Hierarchies: In a customer hierarchy, each node in the hierarchy is a

subset of the organizations in its ancestor nodes. A user may use any criteria to
organize the hierarchy. In the example given previously, the criteria is
geographical location. A customer hierarchy may have any number of levels of
nodes, and can be rearranged as necessary to adapt to changing requirements.

Usually, customers are assigned to nodes at the lowest level of the hierarchy.
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However, it is also possible to assign customers to nodes at higher levels in the
hierarchy.

Customer Price Groups: A customer price group is used to apply pricing

information (e.g., a discount) to a particular group of customers. Customers can be
grouped by indicating the pricing group to which each customer belongs. The R3
documentation has extensive examples of separating customers into wholesale and
retail groups and of determining the price of a product based on the group of which
the customer is a member. The customer price group forms a hierarchy of two
levels: the group and its members. See SAP-00029494, SAP-00029510-32, SAP-
00029615-26, SAP-00029676-7, SAP-00029698; SAP-00013791, SAP-00013807-
29, SAP-00013916-27, SAP-00013980-81, SAP-00014002.

b. Arranging a hierarchy of product groups comprising a

plurality of branches such that a product group below a

higher product group in each of the branches in a subset of
the higher product group;

(129) The R3 documentation discloses at least two methods that satisfy this
claim element: product hierarchies and material pricing groups.

Product Hierarchies: Product hierarchies are disclosed in the R3 documentation, as

I showed above. In forming a product hierarchy, the user may define the criteria
used to differentiate between individual product groupings. For instance, in the
previous example of a product hierarchy, the hierarchy of electrical appliances is

divided into dry and wet appliances and further divided into specific appliance
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types. More than one product hierarchy may be defined. For example, the
previous example includes one hierarchy that contains electrical appliances and a
second hierarchy that contains spare parts.

Material Pricing Groups: The material pricing group supports a simple two-level

hierarchy. Each material (the R3 documentation’s name for products and services)
may be assigned to a material pricing group, which is a two digit numeric key. A
material pricing group then contains all of the materials that are assigned the same
key. In this way, the material pricing group forms a two-level hierarchy: the
material pricing group and its members, the materials that belong to that material
pricing group. See SAP-00023312, SAP-00023355-6, SAP-00029537-58, SAP-
00029642-50, SAP-00029677, SAP-00029698; SAP-00008872, SAP-00008915-6,
SAP-00013834-55, SAP-00013943-53, SAP-00013981, SAP-00014002.

c. Storing pricing information in a data source, wherein the

pricing information is associated, with (i) a pricing type, (ii)
the organizational groups, and (iii) the product groups;

(130) As I described previously, the R3 documentation describes the
condition technique, and it is this mechanism that satisfies the “storing” claim
element. The condition technique includes pricing procedures, condition types,
access sequences, condition tables, and condition records. The condition technique
allows the user to store pricing information that is associated with pricing types,

organizational groups and product groups. As shown above (in the figure at § 116),
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the pricing information is associated with pricing types (which are condition types
in the R3 documentation) using pricing procedures and access sequences. The
pricing information is associated with organizational groups and product groups

using access sequences and condition tables, as shown in the following examples.

File Edit Bookmark Options Help
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Condition Tables

i The following figure illustrates the connection between the condition table and the subsequent condition records.
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SAP-00029653-4; SAP-00013956-7.
(131) The above example from the R3 documentation shows a number of
condition tables that demonstrate that pricing information is associated with
organization groups. The standard condition tables in the R3 documentation

associate prices with a sales organization and a distribution channel along with
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information associated with the customer and the product, thus these two elements
are always included in the key for every condition table. Table 005 stores
condition records associated with a particular customer and a material. Table 004
stores condition records that are not associated with a particular customer; the key
for this condition table is just the material. Table 007 stores condition records that
are associated with a division (a grouping of customers or “organizational group”)
and a material. Table 006 stores condition records associated with Price list type,
currency, and material.

(132) The following excerpt from the R3 documentation describes how
pricing information (condition records or price agreements in R3) can be
associated with any combination of material, material hierarchy (“product group”),

customer, and customer hierarchy (“customer group”).

File Edit Bookmark Options Help
_C_ontenls] §earch] Back ! Frint ] [<s | » l Close 1

Pricing Elements

s A price agreement can be limited to a period by specifying a validity period.

Standard Price Agreements

Price agreements commonly used are predefined in the standard version of the SAP R/3 System. These price agreements depend on
the sales organization and the distribution channel. There are price agreements for a

e material

e customer

e combination of customer and material

e combination of customer and product hierarchy

e combination of customer group and material

s combination of customer group and preduct hierarchy

SAP-00029499-500, SAP-00013796-7.
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See SAP-00014853, SAP-00029499-500, SAP-00029633-29700, SAP-00029706;

SAP-00000585, SAP-00013796-7, SAP-00013934-4004, SAP-00014011-2.
d. Retrieving applicable pricing information corresponding
to the product, the purchasing organization, each product
group above the product group in each branch of the
hierarchy of product groups in which the product is a
member, and each organizational group above the
purchasing organization in each branch of the hierarchy of

organizational groups in which the purchasing organization
is a member;

(133) The condition technique satisfies this claim element. As described
above under the “storing” claim element (and specifically the excerpt above), the
condition technique stores pricing information corresponding to customers,
customer groups, products, product groups, or any combination thereof. Thus, this
correspondence is maintained when this information is retrieved.

(134) The R3 documentation describes using a pricing procedure to indicate
what condition types should be used to calculate a price for a sales order. The
pricing procedure also indicates the order in which the system should apply the
condition types. Associated with each condition type is an access sequence which
specifies the order in which condition tables should be searched to find an
applicable condition record. For each condition type, the pricing procedure
retrieves pricing information (a condition record). The pricing procedure then

utilizes the retrieved pricing information in calculating a price.
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(135) The R3 documentation describes how pricing information is retrieved
when pricing a sales order. The description includes the use of the condition
technique, including condition records, access sequences and pricing procedures,

as shown below:

File Edt Options  Help
Back  Pint

Example of Pricing in a Sales Order

The praceding figure shows how pricing information appears on the screen for a sales arder item. The following figure shows how the condition
technique works in the back d to produce the pricing inf ion. The diagram shows how the various elements in the condition technique
work together.

. Salesorder
1 Pricing procedure AVAAUS \J Za oo doc.vpe G . pricing proc.)

Zustomer123 fCus:. pricingprocez)

. Price  PRCO ftm 10 120P0

1
2 Discount! RBC1 PROO  Price 29 USD

3. Discount2 RBC2
2

Conditiontype : PROO

Acceszsequence: PROO

w

Access zeguence: PROO

1. Custemer/material
2 Price Listtype/currency/material
3. Material

Recordsforcond. type
Scale
No valid record exists 100USDlom  1PC

Valid record existe 99USDfrom {00PC
I 98USDfrom 200PC

SAP-00029642-3; SAP-00013943-4.
(136) The documentation describes using a pricing procedure (RVAAUS in
the above example) to indicate what condition types should be used to calculate a
price for the sales order. The pricing procedure indicates the order in which the

system should apply condition types; in the example the condition types are PROO,
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RBO01, and RB02. Each condition type retrieves pricing information. Associated
with each condition type is an access sequence that specifies the order in which
condition tables should be searched to find an applicable condition record. For the
PROO condition type, the access sequence is also named PROO.

(137) Each access sequence indicates the order in which condition records
will be retrieved from their condition tables. In the example, the PR0O access
sequence indicates that the system should first retrieve a price from the
“Customer/material” condition table, then a price from the “Price list
type/currency/material” condition table, and finally a price from the “Material”
condition table. The “Price list type” is described in the R3 documentation as a
grouping of customers that share pricing information. In this example, the access
sequence is ordered from the most specific to the most general. The customer
hierarchy example below shows retrieving according to the level in the hierarchy

starting with the customer.
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Using Customer Hierarchies During Sales Order Processing
Pricing in the Sales Order

In the standard version, the system determines hierarchy-related pricing in the sales order (condition types HIO1 and HI02) by searching for valid condition recards at each level in the
hierarchy path, starting with the lowest fevel. As soon as the system finds a valid condition record, it stops the search. Ifthe same kind of condition record (say, a material discount)
is stored at two different levels in the hierarchy, the system takes the first valid record at the lowest level In Custemizing for Sales, you can specify your own access sequences

By using exclusion graups, you can, for example, specify that if similar condition records exist at different levels of the hierarchy, the system takes the most favorable price or discount
for the customer (regardiess of which level in the hierarchy the pricing data comes from).

il [

In the previous example, the customer hierarchy represents the Smith nation-wide buying group. The central office - Smith Central - is defined as the top node in the hierarchy. The
regional offices of the buying group - Smith South, North, Northwest, and Northeast - are defined as nodes. During negiotations, you blish a pricing ag for a particular
product line. You offer a national discount, available for all Smith stores. In addition, you offer a special promotional discount for Smith North. You create the comesponding pricing
condition records for the Smith Central and Smith North nodes. A subsequent sales order from customer 2742 gets the national discount When customers 2743 and 2744 place
orders, however, the system determines pricing by applying the pricing data stored for Smith North

Copying Hierarchy Info Between Documents

The copying of hierarchy information between documents is controlled, as usual, by copying routines specified in document flow. You can specify, for example, which
hierarchy-related data is copied or redetermined when you copy data from a gquotation into a sales order or from a sales order into an inveice. You create and specify copying routines
in Customizing for Sales

Inverted Display of Customer Hierarchy

in addition te being able tc display the hierarchy path for a particular sales order, you can also display information about a particular node  For example, you can display which
customers and nodes are assigned to the node. When you select this view of a nade, the system displays all the relevant assignments.

Frocedure

To display the assignments of a particular node, proceed as follows:

1. Select Logistics —> Sales'distribution —> Master data in the main menu screen.
You reach the Sales & Distribution Master Data screen.

2. Select Business pantners — Customer hierarchy — Change.
You reach the selection screen for customer hierarchiss.

3. Enter a custamer hierarchy type (the standard version includes only one type. A), a validity date, and select Execute.
The system displays a list of existing customer hierarchies that are valid for the date you entered.

4. Place ycur cursor on the node for which yau want to display assignments and select Edit —> Nodes —> Al assignments

A dialog box lists all the assignments that belang to the node you selected.

SAP-00029624-5; SAP-00013925-6.
See SAP-00023355-6, SAP-00029499-500, SAP-00029510-32, SAP-00029537-58,
SAP-00029615-26, SAP-00029633-700, SAP-00029706; SAP-00008915-6, SAP-
00013796-7, SAP-00013807-29, SAP-00013834-55, SAP-00013916-27, SAP-

00013934-4004, SAP-00014011-2.

e. Sorting the pricing information according to the pricing
types, the product, the purchasing organization, the
hierarchy of product groups, and the hierarchy of
organizational groups;

(138) I find nothing in the claim language that requires that the sorting

happen after the retrieving has completed. In other words, the sorting step could
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occur before the retrieving step. Also, in my opinion, a system that interleaved
retrieving and sorting would satisfy these elements. Such a system, for example,
may retrieve some pricing information, sort that pricing information, retrieve some
additional pricing information, sort that additional pricing information, etc.

(139) The claimed sorting element is accomplished by the condition
technique. The condition technique performs sorting at two levels. First, the
pricing procedure defines the order in which condition types will be used to
determine a price; all condition records retrieved are therefore first sorted
according to the condition type to which they belong. Second, the access sequence
determines the order in which condition records will be retrieved for each
condition type. Each of these sorts—performed by the pricing procedure and the
access sequence—individually satisfies the broadest reasonable interpretation of
the claimed sorting step.

(140) The access sequence itself satisfies the claimed sorting step in two
ways based on the setting of the exclusive access indicator in each access sequence.
Whether the exclusive access indicator is set or not, the access sequence defines
the order in which condition records should be retrieved, and the access sequence
accomplishes the required sorting in order to respect this defined order.

(141) When the exclusive access indicator is not set, all condition records

are retrieved from their corresponding condition tables and ordered in the order
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defined by the access sequence. In this example, this results in the sorting of the
retrieved condition records from most general to most specific. When the

exclusive access indicator is set, the access sequence accesses each condition table
in turn to determine whether the table contains pricing information (a condition
record) for this particular sale. For example, the table may not have a condition
record that matches the particular customer and product, in which case the access
sequence searches the next table. This process continues until a condition record
that matches the criteria of the particular sale is returned from a table. At that point,
the process stops. The condition records are searched in a specific order, and
therefore, the access sequence’s search according to this order satisfies the sorting

element.
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Access Sequences

Example: Price Determination (Sales)

A sales department may offer customers different kinds of prices. The department may create, for example, the following condition records in the system
® A basic price for a material

« A special customer-specific price for the same material, and

o A price list for, say, major customers

During sales order processing, a customer may, in theory, qualify for all three different prices. The access sequence enables the system to access the data recards in a particular sequence until it finds a valid price. in
this example, the sales depantment may want the customer to get the mast advantageous price and defines the special customer-specific price as the first place to search. The following figure shows how the systam
searches for the relevant recard

Conditiontype
PRO1 | Price KAcoesssequence PROO |
I Kog4 I I Discount% {Accesssequenca‘KOM I

I K007 | | Major customer disc. {Accesssequence,KOW |

Access sequence
I 1. Gustomer/Material | "
Specific
I 2. Pricelisttypa/Currency /Material |
General
I 3. Maleria! | = A

SAP-00029659; SAP-00013962-3.
The exclusive access indicator is described below:

Exclusive Access Indicator

You specify in this field whether you want the system to stop when it finds a valid condition record for the access. If you do not
mark the exclusive access indicator, the system continues to make each access in the sequence, finally proposing the last valid
condition record it finds.

In the earlier example of access sequences for Sales and Purchasing where the indicator is set for each access, the system
stops when it finds the first valid conditicn record. Alternatively, it would be possible to not set the indicator and to reverse the
order of the accesses and have them starting with the most general condition records and ending with the most specific (in this
case, the customer/material price). In the sales order, the system would then list all the condition records it found but would only
use the last one. You would then be able to see all the various possible prices that apply to the particular document.

SAP-00029663-4; SAP-00013967-8.

See SAP-00029633-700, SAP-00029706; SAP-00013934-4004, SAP-00014011-2.
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f. Eliminating any of the pricing information that is less
restrictive; and determining the product price using the
sorted pricing information.

(142) As I discussed above, I find the term “pricing information that is less
restrictive” unclear and insolubly ambiguous. Nevertheless, I have performed an
analysis using the following definition: “pricing information that is defined higher
in the hierarchy.”

(143) The claimed eliminating step is performed by the condition technique.
As described previously, the combination of the pricing procedure and the access
sequence determines the order in which the pricing information is retrieved.
Whether the exclusive access indicator is set or not, the condition technique
satisfies the required eliminating of less restrictive pricing information.

(144) When the exclusive access indicator is not set, the condition technique
will retrieve all of the condition records in the order specified in the access
sequence. In this case, the access sequence is ordered from the most general to the
most specific. Once all condition records have been retrieved, the R3
documentation specifies that all but the last condition record found will be
eliminated and only the last one, the most specific one, will be used.

(145) When the exclusive access indicator is set, the condition technique
will retrieve just one condition record. In this case, the access sequence is ordered

from the most specific to the most general. The R3 documentation specifies that
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the condition technique will stop when it finds the first condition record that
satisfies the criteria for a particular sale, thereby eliminating any of the pricing
information that is less restrictive.

(146) When the less restrictive pricing information has been eliminated as
described above, the condition technique determines the product price using the
sorted price information. The following example from the R3 documentation of
pricing a sales order displays all of the pricing information used to determine the
product price. In this example, the four pieces of pricing information used are
price, customer discount, freight, and state sales tax. When these four pieces of
pricing information have been used to determine the product price, the net value

(final price) for the order is computed to be $1772.26 USD.
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Example of Pricing in a Sales Order

The foliowing figure shows the pricing information for an item in a sales order. The pricing screen for the item shows the gross price
that the customer is charged, several discounts for which the customer qualifies, and other pricing elements, such as freight and
sales taxes. The condition types that apply to each of these pricing elements appear on the left side of the pricing screen. The
sequence in which the various condition types appear is determined by the pricing pracedure.

Standard Qrder Create: Hem Conditions Eag
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Item fie Netvalue in JSD | 1,70%.20
Quantty  [1ze.e@® | fL|  Taxamount ©4.66 |
Material E-HBGG i Penneylvaniz's Finest
; CnTy Deseri-tion Rate Curr. per  Uok Cond.value [USD |
; r:[PRGG. ‘rice fiv-e8 ‘usp 1FL 1,680.60
] IR iJii.e8 pso TFL | 1,680.60
I Z[kea?, [ eag- B 16,80
o™ 1eecoun  moun o.14- b i L 18 80|
| oRroofFreignt 1 6750 usp 16 45.09 |
i [T et Value 2 1424 T 1,708.20
; [-UTii Gtate sales tax 3,756 0 64.66
i O] _TINet value For ord. 1[i477 sy 1 RO T 1,712.26
i 7 JUPRS! [Cost i[6-00 sl 545.00 |
i A [Profit Hargin ip.7% s i TiFC 1,168.20

T 7T OVRINUOM 13 36

SAP-00029642; SAP-00013943.
(147) In the following step-by-step description of the pricing process, the
R3 documentation shows how the product price is determined using the pricing

information associated with each condition type in the pricing procedure.
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Example of Pricing in a Sales Order

Recordstorcond. type

Scale
No valid record exists 100USCfrom  1PC
Validracord exizts 99USDfrom (00PC

98USDfrom 200PC

Step-by-step Description

1 The system first determines the procedure according to information defined in the sales document type and the customer master
record.

2 The pricing procedure defines the valid condition types and the sequence in which they appear in the sales order. In the example
abave, the system takes the first condition type (PROC) in the pricing procedure and begins the search for a valid condition record.

3 Each condition type in the pricing procedure can have an aceess sequence assigned to it. In this case, the system uses access
sequence PROC. The system makes the specified accesses until it finds a valid condition record. (Although this diagram does not
show it, each access specifies a particular condition table. The table provides the key with which the system searches for records).

4 Inthe example, the first access (searching for a customer-specific material price) is unsuccessful. The system moves on to the
next access and finds a valid record.

5 The system determines the price according to information stored in the condition record. If 2 pricing scale exists, the system
calculates the appropriate price. In the example, the sales order item is for 120 pieces of the material. Based on the quantity, the
system determines a price of $99 per piece.

The system repeats this process for each condition type in the pricing procedure and comes up with a final price.

SAP-00029643; SAP-00013944-5.

(148) The condition technique both eliminates any of the pricing
information that is less restrictive and determines the product price using the sorted
pricing information. The R3 documentation, therefore, discloses every element of
claims 26 and 17, thus rendering the claims unpatentable. See SAP-00029624-5,
SAP-00029633-700; SAP-00013925-6, SAP-00013934-4004.

D. The R3 Documentation and U.S. Patent No. 6,553,350 claim 28
and 27:

(149) Claim 28 and claim 27, the claim from which claim 28 depends,

follow:
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28. A computer readable storage media comprising:

computer instructions to implement the method of claim
Dits

27. A computer implemented method for determining a
price of a product offered to a purchasing organization
comprising:

retrieving from a data source pricing information that is
(i) applicable to the purchasing organization and (ii) from
one or more identified organizational groups, within a
hierarchy of organizational groups, of which the
purchasing organization is a member;

retrieving from the data source pricing information that is
(i) applicable to the product and (ii) from one or more
identified product groups, within a hierarchy of product
groups, of which the product is a member; and

receiving the price of the product determined using
pricing information applicable to the one or more
identified organizational groups and the one or more
identified product groups according to the hierarchy of
product groups and the hierarchy of organizational
groups.

(150) As I discuss below, each step of claim 27 is merely a broader version
of those found in claim 17, and thus, the evidence and analysis I provide above for
claims 26 and 17 also demonstrates that claim 27 is similarly unpatentable.

1. Claim 28: Computer readable storage media:
(151) As I mentioned above with respect to claim 26, the R3 documentation

inherently discloses a computer readable storage media with computer instructions.
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2. Claim 27: A computer implemented method for determining a
price of a product offered to a purchasing organization
comprising:
(152) As I described previously, the R3 documentation describes an
enterprise information system that includes a Sales and Distribution module that

determines the price of a product.

a. retrieving from a data source pricing information that is
(i) applicable to the purchasing organization and (ii) from
one or more identified organizational groups, within a
hierarchy of organizational groups, of which the purchasing
organization is a member;

(153) In claim 17 above, I provided an analysis for the “arranging a
hierarchy of organizational groups” element which demonstrates that the R3
documentation discloses a hierarchy of organizational groups of which a
purchasing organization is a member. I also provided an analysis for claim 17’s
“retrieving” element that demonstrates that the R3 documentation discloses
retrieving pricing information that is applicable to a purchasing organization and
from one or more identified organizational groups within the hierarchy, of which
the purchasing organization is a member. The analysis and evidence for those two
elements in claim 17, therefore, demonstrates that this element of claim 27 is
disclosed by the R3 documentation. For more details, see the evidence and my
analysis for the claim elements “arranging a hierarchy of organizational groups”

and “retrieving” in claim 17.
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b. retrieving from the data source pricing information that
is (i) applicable to the product and (ii) from one or more
identified product groups, within a hierarchy of product
groups, of which the product is a member; and

(154) In claim 17 above, I provided an analysis for the “arranging a
hierarchy of product groups” element which demonstrates that the R3
documentation discloses a hierarchy of product groups of which a product is a
member. I also provided an analysis for claim 17’s “retrieving” element that
demonstrates that the R3 documentation discloses retrieving pricing information
that is applicable to a product and from one or more identified product groups
within the hierarchy of product groups, of which the product is a member. The
analysis and evidence for those two elements in claim 17, therefore, demonstrates
that this element in claim 27 is disclosed by the R3 documentation. For more
details, see the evidence and my analysis for the claim elements “arranging a
hierarchy of product groups” and “retrieving” in claim 17,

¢. receiving the price of the product determined using
pricing information applicable to the one or more identified
organizational groups and the one or more identified

product groups according to the hierarchy of product
groups and the hierarchy of organizational groups.

(155) Claim 17’s “retrieving,” “eliminating” and “determining” elements
encompass this functionality. Thus, the evidence and my analysis of these three
elements above demonstrates that the R3 documentation discloses claim 27’s

“receiving the price of a product determined using pricing information applicable
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documentation discloses an enterprise information system, which is an apparatus
and which necessarily includes both a memory and a processor that are coupled
together. Therefore, these claim elements are disclosed by the R3 documentation.
Furthermore, my analysis and the evidence I present for claims 28 and 27, which
references my analysis of claims 26 and 17, demonstrates that the other elements
of claim 29 are disclosed by the R3 documentation. Accordingly, claim 29 is also

unpatentable over the R3 documentation.

XIII. Unpatentability Over the R3 Documentation Using the Broadest
Reasonable Interpretation

(158) As my analysis shows above, I have reviewed the R3 documentation
and it is my opinion that this reference discloses each feature of claims 17 and 26-
29, thus rendering those claims unpatentable. In particular, under the broadest
reasonable interpretation of claims 17 and 26-29, those claims are anticipated by
the R3 documentation as a prior art printed publication. Claims 17 and 26-29 are
also anticipated because the R3 documentation made the subject matter of those
claims known by others in the United States before June 16, 1995. I provide a
detailed substantive analysis in the form of a claim chart, which is attached to this
declaration as Appendix C. I provide only exemplary evidence herein as well as

my claim chart to support my conclusions. However, I reserve the right to rely
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upon any of the evidence in the 2.2A and 2.2B CDs, namely SAP-00000001-
00014295 and SAP-00014296-00029980.
A. Printed Publication
1. Public accessibility
(159) As 1 discussed above, the R3 documentation was publicly accessible
prior to June 16, 1995.
2. Enablement
(160) A person of ordinary skill would have been able to practice the
invention of claims 17 and 26-29 of the ‘350 patent based on the disclosure in the
R3 documentation without undue experimentation. Iam familiar with the
capabilities of a person of ordinary skill in the art (I have worked with and directed
many such persons over the course of my career), and in my opinion such a person
could have used their programming skills and general knowledge to easily
implement the invention of claims 17 and 26-29 of the ‘350 patent using the R3
documentation as a guide. In fact, given the level of detail provided in the R3
documentation, only routine programming skill would be necessary to implement a
system that practiced the invention of claims 17 and 26-29. For example, the R3
documentation describes the functionality that the pricing system performs, the
step-by-step processing of the pricing system, the data structures used by the

pricing system, and the interaction between the data structures used by the system.
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Additionally, the R3 documentation provides comprehensive guidance on setting
up the system for use (e.g., defining the condition technique and all of its
components). Below, I provide a few examples of the level of detail disclosed in
the R3 documentation. However, my claim chart provides many more examples.
(161) The following example shows the data structures appropriate for
implementing the invention would have been apparent to a person of ordinary skill

in view of the following disclosure from the R3 documentation:
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Condition Technique: Overview

How the Elements of the Condition Technique Work Together

The following figure Hlustrates the relationships between elements of the condition technigue.
Atcess sequencas Condition records
CCCO
SBBE Conditicn tables o001
Searching for H{’,
AAAA \rg_jgrdo:ndﬁon 001 Key
Accessno. Cond. table 002 Key 002
10 001 003 Key
20 003
0 002 “spmgu=|003
retiedng
condtion data
SQB"L"?L“?JS?;. Condition types
cond fon records
cCce
B8BBB
AAAA
Definition of:
- Cortral data

- Changes allowed
- Procedure maintenance

Cantwlling tha condifions
intha documant

Frocedures

US-STANDARD
Condition type Manual Acct key

AAAR X ERL
BBBB ERL
CGGG X ERS

SAP-00029638; SAP-00013939.
This diagram shows how the various elements of the Condition Technique (pricing

procedures, condition types, access sequences, condition tables, and condition
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records) are structured and linked together. Give this disclosure, a person of
ordinary skill would have easily been able to implement these elements. Moreover,
the following example shows that the R3 documentation discloses a clear step-by-
step procedure for determining a price using the Condition Technique, in

accordance with the invention:

File Edit Bookmark Options Help
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Example of Pricing in a Sales Order

Geale
No Yalicl record.exists 100 USD from 1FC
Validrecord exizts 99USDfrom 100PC

98USDfrom 200PC

Step-by-step Description
1 The system first determines the procedure according to information defined in the sales document type and
the customer master record.

2 The pricing procedure defines the valid condition types and the sequence in which they appear in the sales
order. In the example above, the system takes the first condition type (PROO) in the pricing procedure and begins
the search for a valid condition recard.

3 Each condition type in the pricing procedure can have an access sequence assigned to it. In this case, the
system uses access sequence PRO0. The system makes the specified accesses until it finds a valid condition
record. (Although this diagram does not show it, each access specifies a parlicular condition table. The table
pravides the key with which the system searches for records).

4 Inthe example, the first access (searching for a customer-specific material price) is unsuccessful. The system
maves on to the next access and finds a valid record.

5 The system determines the price according to information stored in the condition record. If a pricing scale
exists, the system calculates the approptiate price. In the example, the sales order item is for 120 pieces of the
material. Based on the quantity, the system determines a price of §39 per piece.

The system repeats this process for each condition type in the pricing procedure and comes up with a final price.

SAP-00029645; SAP-00013944-5.
Also, the implementation of customer hierarchies and product hierarchies would
have been readily apparent to a person of ordinary skill in the art in view of, e.g.,

the following disclosures in the R3 documentation:
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Building a Customer Hierarchy

Numbsr that
Organizational uniquely Ident-
Itles node
4711
Pricing X
South North
4712 4713
Pricing « Pricing X
Customer
2742
4714 4715
Pricing o« Pricing —

Cuetomer Customer
2743 2744

SAP-00029617; SAP-00013919.
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Grouping Materials

Materials can be grouped according to different criteria. This allows for easier management and better evaluation of materials with similar
features. The standsrd version of the SAP R/3 System does not provide exact criteria to differentiate between individual groupings. These
criteria can be defined by the company to meet their specific demands. The groupings are determined and defined by the system
administrator. Contact him, if you have questions conceming the existing groupings. In the standard version of the SAP R/3 System the
following groupings are passible, for example:

s Material group

e Product hierarchy

Material Group

Goods with the same features (for example, nails) can be grouped using the field Material group. Unlike the praduct hierarchy, the
matenal group does not contain different levels or possible combinations of goods. You can, howsver, use the matenal groug to camy out

'
\ » Material pricing group
i different analysis functions. The material group is defined by a nine-digit, alphanumeric key. It is not primarily of importance for sales and
distribution, but is used mainly in materials management.

Materiat Pricing Group

The material pricing group can also be used to group materials, especially for pricing and for analyses. The materia! pricing group is
defined by a two-digit, numeric key.

Product Hierarchy
The product hierarchy is used to group materials by combining differert features. K is used for analyses and pricing. A product hierarchy

can consist of up to sighteen characters. Its features can be combined in various ways. The following figure gives an example of how
matenials can be grouped using product hierarchies

Electrical

Spare parte
Position 1-§ ap;olloaor}cee 00092
Dry Wet
&10 ppli oppliances
00001 00002
Food i Oigh-
Position 11-18 proceseors g washers
It 00000002 000C0002

In this case, a dishwasner can be described by product hierarchy 00010000200000002. This series of characters states that dishwashers
belong to the category electrical apphances (series of characters 00001, position 1-5), and also to wet appliances (series of characters
00002, position 8-10) and, finally, to dishwashers (series of charactars 00000002, position 11-18).

SAP-00029548-9, SAP-00013845-6.
(162) In addition, the R3 documentation contains a detailed description of
the underlying object classification systems used to represent customer and
material master records and examples of characteristics used in the object

classification system.
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Tasks of a Classification System

Object description systems, which today are often better known as classification systems, have now been in use in
companies for many years.

The task of a classification system is to describe objects by using characteristics and to group similar ohjects
together. The objects are grouped in classes according to any criteria required. The grouping of ebjects in classes
and their description by means of characteristics is known as classification.

The search for ohjects is then carried out by using the classes and the characteristics defined in them. This
guarantees that objects with simitar or identical characteristics can be found as fast as possible.

Structuring and Using a Classification System

Befare being able to search for objects, you first have te set up the classification system in any system you might be
using. This consists of several steps:

e Creating Classes
The first step in the setting-up of a classification system is the creation of classes. This is necessary because
objects have to be allocated to classes before they can be found. The classes centain characteristics which
represent the attributes of the objects to be classified.

e Allocating Objects
After the classes necessary for the classification have been created, the abjects can then be allocated to these
classes. The objects are described by means of the characteristics in the class. In the classification of the
objects, values have to be entered for the characteristics.

Once classes have been set up and the objects classified in a class, the classification system can be used to
find objects with centain attributes.

e Finding Objects
Two steps are necessary to find a certain object:

- finding the class in which the objects were classified.
- searching for the required objects in the class

Duting the search, the characteristics are used as search criteria and the values entered for the characteristics
compared with the values of the objects classified in the class.

The following illustration provides an overview of the functions available within the classification system.

SAP-00015190, SAP-00000908.
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Tasks of a Classification System
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SAP-00015191; SAP-00000909.
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Terms in the Classification System

Objects
Material Vendor lcnhsap:’:f:?eonps tic
Class type Class type Class type
001 010 005

Characteristic Inheritance

The inheritance of characteristics means the passing on a characteristic and its value(s) to all subordinate classes of a class
hierarchy. Characteristic inheritance only takes place when the characteristic does not exist in subordinate classes.
Example

In the following example, you see three classes as part of a hierarchy. The upper class describing fasteners contains the
characteristic thread type. This characteristic has several allowed values, for example, “metric thread”, “imperial thread", and so on.

in the allocation of the subordinate class screws to this class, the value “metric thread" is assigned to this characteristic. The lowest
class metric hex screws does not contain the characteristic "thread type”. However, the characteristic is displayed with the value
"metric thread” on the characteristic value assignment screen of the class. it was inherited from a superior class.

Note

Please keep in mind that multiple classification can also result in characteristic inheritance. H an object is allocated to mare than one
class, the characteristics of all classes to which the object is allocated appear in all allocations. However, you can only maintain the
characteristics belonging to the class for which you are maintaining the allocation.

SAP-00015194-5 SAP-00000912-3.

(163) Accordingly, given the R3 documentation’s detailed disclosure of the
data structures and other elements necessary to implement the invention of claims
17 and 26-29, it would have only required routine programming well within the
skill level of a person of ordinary skill to implement the invention. Certainly, no
undue experimentation would have been required. In my opinion, if someone with
at least a Bachelor’s degree in computer science and two years of experience
working with computerized financial systems (or a Master’s degree in computer

science and one year of experience working with computerized financial systems)

83



were provided with the R3 documentation, that person would have had no
difficulty implementing the invention of claims 17 and 26-29. In other words,
based on the disclosure in the R3 documentation, the public was in possession of
the claimed invention before June 16, 1995.
B. Known by Others
1. Public accessibility
(164) As I previously stated, the knowledge available from the R3
documentation was publicly accessible before June 16, 1995.
2. Enablement
(165) In addition, as I previously stated, the knowledge available from the
R3 documentation was sufficient to enable a person of ordinary skill in the art of
computerized financial systems to practice the invention of claims 17 and 26-29

without undue experimentation.

XIV. Anticipation of Denormalized Numbers

(166) As I mentioned above, the patent owner’s trial interpretation of
denormalized numbers should be within the broadest reasonable interpretation of
that term. I already applied above this interpretation in my anticipation analysis,

and I discuss it in greater detail here. I note that if denormalized numbers were not
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included within the BRI, the R3 documentation would still anticipate the ‘350
patent.

(167) As I mention above, per the patent owner’s interpretation, a user
associates the units with the number and specifies how the number is to be applied
(e.g., discount) at data entry time and then, at runtime, the system simply uses that
information. This is precisely what the R3 documentation discloses. In the
following excerpt, the user associates the number (e.g., “1.000-*) with the units
(e.g., “%”) and specifies how the number is to be applied (e.g., “K007 Customer
discount”). The R3 online documentation then discloses using this information at

runtime to calculate the final price ($1,772.26).
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Example of Pricing in a Sales Order

The following figure shows the pricing information for an item in a sales order. The pricing screen for the item shows the gross price
that the customer is charged, several discounts for which the customer qualifies, and other pricing elements, such as freight and
sales taxes. The condition types that apply to each of these pricing elements appear on the left side of the pricing screen. The
sequence in which the various condition types appear is determined by the pticing procedure.

Edit  Goto System Help |
Al IE

| Detailsl I Deleiel | New pricing | I Condition record I

Item . Netvalue in @SD | 1,708.20 .
Quantity  {120.000 L Tax amount | B4.06 .
Material E-4000 Pennsylvania’s Finest

, CnTy Description Rate Curr. per  Uok Cond. value m‘-
. T7|PRRG: |Price ‘Jlu.ee -jusp 1L 1.630.00 :
o ' Gross ‘14.08 wsn 1L 1,688.60 .
" . KOO Customer discount . 1.008- P 16.60-.
"I . Discount Amount .0.14- Joso LfFL 16.60-.
! [|KFO0 [Freight 0.50 USD 1 [IEE— &5, 00
. ‘Het Ualue 2 .24 wsy TFL 1,708.20
- I JuTk1 State sales tax 13,750 o §4.06
T ‘Met value for ord. J14.77 ST I I L_1.712.26 4
. [TJUPRS [Cost 16.06 -UsD T 540,00 |
I [Profit Margin 9.4 -RISD 1[?'[" 1,168.20 -

SAP-00029642; SAP-00013943.
The R3 documentation, therefore, discloses and anticipates the patent owner’s
interpretation of denormalized numbers. I provide more support for this in my

attached claim chart.
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XV. The Claims are Anticipated Under the Patent Owner’s Claim
Construction

(168) I have been advised that the patent owner asserts that these claims
would be infringed by computer source code that is capable of performing the
operations in the claims without modifying the source code. The patent disclosure,
however, includes prior art systems that would contain computer source code that
is capable of performing the operations in the claims without modifying the source
code.

(169) The patent admits that the prior art includes databases, pricing
applications, and pricing systems. Exh. 1001, Col. 2:20-60. The patent also admits
that the prior art had the ability to store, retrieve, and maintain the same data (e.g.,
pricing information for products and organizations) as the claims. Id., Col. 1:36 -
Col. 2:27; Col. 4:6-9. Moreover, the patent admits that the prior art used
hierarchies, such as an organizational hierarchy. Id., Col. 12:4-6. The patent
further admits that the prior art can perform pricing calculations based on this data.
Id., Col. 2:24-26. Indeed, the patent even admits that R/3 is prior art. Id., Col.
2:56-59.

(170) I have also been informed that inventor also admitted that the prior art
supported the use of customer hierarchies and pricing hierarchies for pricing and

that he did not invent the concept of applying hierarchies to pricing.
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(171) Thus, the applicant has admitted that the prior art could store, retrieve,
and maintain the claimed data, use the claimed data structures, and perform
calculations on the claimed data. The claims, however, merely recite a
combination of steps that store, retrieve, maintain, and perform calculations on the
claimed data. Accordingly, as the prior art already had these capabilities, the prior
art was capable of perform the claimed operations without modifying the prior arts
source code.

(172) For example, some the prior art (e.g., databases) would store, retrieve,
maintain, and perform calculations on the claimed data using instructions written
in a query language, such as SQL. In order to run queries written in a particular
query language, the source code of a prior art system would have included support
for instructions written in that query language. Thus, such a prior art system would
have been able to perform the claimed operations without modification to its
source code. Accordingly, under the patent owner’s construction, the claims are

anticipated by the applicant’s admitted prior art.

XVI. Availability for Cross-Examination

(173) In signing this declaration, I recognize that the declaration will be
filed as evidence in a contested case before the Patent Trial and Appeal Board of
the United States Patent and Trademark Office. 1 also recognize that I may be

subject to cross examination in the case and that cross examination will take place
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within the United States. If cross examination is required of me, I will appear for
cross examination within the United States during the time allotted for cross

examination.

XVII. Right to Supplement
(174) Ireserve the right to supplement my opinions in the future to respond
to any arguments that Versata raises and to take into account new information as it

becomes available to me.

XVIIIL Jurat

(175) I declare that all statements made herein of my own knowledge are
true and that all statements made on information and belief are believed to be true;
and further that these statements were made with the knowledge that willful false
statements and the like so made are punishable by fine or imprisonment, or both,
under Section 1001 of Title 18 of the United States Code.

(176) I declare under penalty of perjury that the foregoing is true and correct.

Nddt

Michael Siegel, Ph.D.

‘?XIJ///Q\

Date
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Education

1989

1985

1980

1977

Michael D. Siegel
Sloan School of Management, NE25-756
Massachusetts Institute of Technology
Cambridge, MA 02139
(617) 253-2937
(617) 620-6294 ¢
msiegel@mit.edu

Ph.D. in Computer Science, Boston University, Boston, MA.
M.A. in Computer Science, Boston University, Boston, MA.

M.S. in Engineering, Department of Mechanical Engineering, University
of Wisconsin-Madison.

BS in Engineering, Trinity College, Hartford, CT.

Academic and Research Positions

1993-

1998

1989-1993

1989

1987

Principal Research Scientist, Massachusetts Institute of Technology.
Research areas include intelligent integration of information systems, data
semantics, data standards, web-based information extraction and
integration, global risk management, information security, financial
applications, pre-conflict analysis, and improving safety, operations and
management using dynamic modeling and health information systems,
policy and process.

Senior Lecturer, Sloan School of Management, Massachusetts Institute of
Technology, “ Information Technology for Financial Services.”

Research Scientist, Sloan School of Management, Cambridge, MA.
Research areas include distributed heterogeneous information systems,
knowledge discovery, technology and risk management, and management
of data semantics. Instructor for Information Technology II.

Research Associate, Boston University, Boston, MA. Post-doctoral
research position. Research areas: rule-based semantic query optimization,
intelligent database systems and knowledge discovery in databases.

Member Technical Staff, Knowledge-Based Systems Department, GTE
Laboratories, Waltham, MA. Research and design of heterogeneous
database systems.



1985-1986

1985

1983-1989

1978-1980

Lecturer, Northeastern University, Boston, MA. Instructor for the graduate
course in database theory.

Computer Scientist, Computer Corporation of America (Xerox Advanced
Information Technology), Cambridge, MA. Research and design of highly
available distributed database systems.

Research Assistant, Boston University, Boston, MA. Research under
National Science Foundation Grants IST-8214662, IST-8408551 and IST-
8710137. Research areas: query optimization, distributed database
systems, natural language database updates, and knowledge discovery in
databases.

Research Assistant, Solar Energy Lab, University of Wisconsin-Madison.
Research areas: systems analysis, simulation and development of
simplified design methods for photovoltaic systems.

Administrative Positions

2006-2010

2001- 2004

1996-1999

1992-1996

1992-

1992

Director Special Interest Group on Digital Health. Center for Digital
Business at MIT

Director Global Financial Services Special Interest Group. Center for
eBusiness at MIT

Co-Director, Finance Research Center (FRC).

Associate Director, International Financial Research Services Center
(IFSRC).

Associate Director, Productivity from Information Technology (PROFIT).

Co- Director, Working Group on Risk Management, International
Financial Services Research Center.

Refereed Journal and Conference Publications

2012

2011

Goldsmith, D., and Siegel, M. “Cyber Politics: Understanding the use of
Social Media for Dissident Movements in an Integrated State Stability
Framework.” Proceedings of the 2012 International Conference on
Advances in Social Networks Analysis and Mining - Workshop on Multi-
Agent Systems and Social Networks. Istanbul, Turkey.

Goldsmith, D., and Siegel, M. “Improving Health Care Management
Through the Use of Dynamic Simulation Modeling and Health




Sy

el Satres’ Froealingg of i IS0 Ireroehioy’ Canepss
of Thy Sy Svresilon Uelaey rentegne TS Sy - S5 a0t

wnd, & w S, B "Weon st Madelog iz sy s

et iarza” Prosterlingd o ted MY Bevarg (CgEemae o D e
STl Sllgtve Xmerpes Banthe i o=t ond Cavpweita
Umgpee e frant B Madedcs Bidewd T flagsl 12Ty 3'olis)

s sapiser Somgl, st Snaray = wol Tow, Sxauisend

lminiﬁ:l:'uﬂrhnnm S350 A, WSS,

Qurmes, 7, T, M Nadiich €, hilbeerts, 1o, wiacions, 4 751
Tnraend S B tcatnd o i Ao, Ssamrstily g o

U B o Benet Igroattr) mrgninn e e Sorde Mo
gmﬁiﬁf-ﬁ.mmﬂemzm+ﬁ

[ Fouiima i -amﬁ;}wn:ﬁm: =it
= e vies

o Ml Cact)™ Aewvieme Mefhyd Yormais Sreilisio

Oossraoun, Sohicgts, "7 C. T

tﬁm t.,lh..ﬁ!.l.l D"E:;;L'-g.—-_'.rurudf-_._.lg.-‘:,!_

:aﬂmmmgu o

m:d.ﬂ.tl—lﬁiﬁ,hﬂﬂ.c\mg‘fmy_ "y
ayilis: Tra=ion w Mol iee Boner Uadesiiead Ma% Rl 11y Spdece
Diwemsher{wEruca, (Teslevipe WA, SO0

et A, U Soxed, 2. Haal 5L sl scep el Opamiiors:
Jegig Apr Ly, Mtk Sate i Soslies [Toneptiag Bl ing

E: " et Cyaaitin T, DA te s M2,
Sitecaal, M, Bty T Gl St T Miread, 15, Mgk, &
VMTEe J, Sl ¥ Seechal Tl Ser, i indeweE g
hiplabiyg et NSy TLpdei{iae Brsiey "Mty Y s
Enwarsls e ee, Todl-ings. S, 2508

Mt Croeri, O] WanesSa, Dol el Ditsle Secuee M)
SHu¥rd, o Frwtey Fheskacs, Ay Byl Y -,

TR ¥, m;l’-’ﬂh: Ealp AT Itr.!mu‘rf-ﬂ!n
%FQ:.:." Spotm Dpabalsd legO-nseh Sasrzia WA Inssery

4




vl Shacen, B Miskek, ¥ g, "Liskrgs Pemuess Srcgo) et
Cesdve Sreliifog Lfenuates Smiprvte & Syver ONraxita, = s
ez egein Comphrpnce, iy By |, G, Adesh 2900

Fhoy T § Sadcvon, W gl 02 0, Tefoation om sdspofion e S

Brerais o Tem oot Nemsamin) E0p VIS Oivileanne oy Toesge]
Rezesedetag o~ Resncaity, | s g+ 1]

OEmeed, o, 3 MndiieC A Nk M 23, Thka=tisy

‘2l sgemices ur $Sarar Tenapurr e ‘Sl ey Dzl
Midistes™ IENE dorsigeni Conhrpna, Baliy | WY, et 03K,

Bl 8 b b e, 7 S et o W Aggagtes and

Page iz Owil Sl Ty oL Bl Frcwcdge o by LS TED
N potaven Lampramog s T amal Te sy (A W] 3o 2ounl,
Cepetello= MNOA Paventae &8, 8000 P58 800070

PR T Silesae, 8| biadudnts 14 Mt T Agmicuine The Ezea

o Va1 5 e FRAYE. Eervinss in, AsePwalEF | Presradts i
o Samh Fowoder s Ve o phemimirn e | #4058 2400,
gz, Jamas Legvess) be N 00 KT, K00 24 )

Hepome, Sl R Miclerk W Wit Pasomn i gepcen o'ng bl
Borviea, maa.rmnwm~h==#

iy Bty Nl Piumiaring, Wocih oy dhivioliy T S I@vmzzng St
2ae kst WmINTEL, Toasate, Viewdyh Vo 3050 UV fRE DV,
P ' bsrbiatad o Seeew Meaer i Genpeast S8ees, T=Sog

o - "1_' Vet

M-, Al T ook, V. e, Shoande tesepradiiler e s
Roporsys Tyt Cariice Pty Wialarss, 1] Tvardly
rereos B st Dan Ve, Piscedag of o Sl
la-re-a',ﬁ:l:-jpmhlﬁw&t C L TSI
Dl iar Dl Swaisey Dol mlpy oa 20 8l JWIBIZRE, sx
Seriaecy, Tharen, Degteorow £ W0 | el Fonaii L

Moraiee, o R Statetn B Babet SCemett Tmabaot RS i =
ety igscoordgl e sl Thce'= lnferalle= o ilouorser <y
Skt Bt i 0 T e s
Fracredagy ar v Foolas  Infsalinca Tisscgp mnd f.oexem

ORI, Damsate B Tisstyenae TR D) TR, Eegy

Vi, A 5 a2y W gl T Ogectaricss Joms (Jadlfy
Ers derasiis Tedg i r kg ol Wteegssy ot 5 Serslsy
Wi s e g= WisdraBor™ {wits £ Aama S 4 = Xgni




o

Puncnnmes of N dmminz=y Gnguney o Sgorusy oy

'%ﬂ"lﬁxﬁmﬂl F o T D S T - Rk | 8

Alainlel, Shuset aod MLl TEEERy A TeThisdly | dphissgr Bel

"dagraytia * SX57) wer 7l Mok Marzh FUE, ga I>. oL

JEEP @20 DWT e ST 20

Wemmy, Mvglams C el ¥ Laemsl A, b, wef| ML S, "Careag
s dide Saprmtentiza wsl Rasecr o) = 2 Tind nenlaege
Py, Tk ol ol o Ailiale! el e oSl
Pl mal Dmeplax Frodper fillving Tockadlicgio, Velaoe 1,
Wil Sedenden JO=% o VRSSO SO0,

Uwmn soicdegy S0n tada=s i Sacud wea 3¢ hyinlaligrd
E..E:r:-.jmhﬁﬂ' Trhmsuciner o o Tookes,
3 nepedad o Jelp | R

S, A b, Prriues e, Wari sk, ol Votuw Fapd
15 Asifvy Crzsovraal wiote! for biadinorg Aol ‘T cfius
iy =a e Pmal facens Ronysier Sadumes ™ Trpapudgs o7
(7% Bearvcttonct Cimphesnce sn Camsapins MiekSag (S298,
s

mﬂ-rl Sl R SE AT R R T
“Teareme. By sasimrih A Wl B, redgadihs of Sy enitatineny
Canvrwnze cn Opeocsri S secncw Sz cm S0a 0L NS

Séazisll, Ches kA Ninladl Simpe) | “Vies 2, bk riisatminia B0
\esammegnced  dseiind of Lgpr Sy, BEs. (T

Sromirs, axtmse, Vg Ook, Voo s Seens Maiah et Whlae®
Bimet, A Feaplon ®=; Wosclmie wf (i o et pmme i Dt
Carsms * et pT £ e Beoamind Tagte Mrevaening
abspacine Fod Sffomor M

Moanich, B 8 S JoWes O 0RS ToPepe mec il Bloed
rreneer e Iopkog T perarnciie; o G Crrusas eomybiaege
S Tumaediogy o' 0e T e S Oy el
bz om o Frnrion. A= by & Froany, Loeses, Kog =i
Les Mmoot ool Mt Shemdd, A W&-Am

ﬂ.ﬂ;!’-:ygmmw.ﬁ:lpmwh
Vin L N=5




“gen

.

Kt

pwam=S, Ovdy wae S Vil Roagal =V S tesesday a1t

W il Froriln " Wy Doafe dizy o= UL it wenl 5

- Bankaeg Pledsndi, "o

b el Il .m.;ntﬁr.':, nm*m.d:m; L:!li.!'
Navracsses? -0dmel o rinmasie Miietiie Loy Azl D

s Tlens, nme Miakelek «f Mol ol "Umeee oot
i Wi e {::mqg- af Targddnsds 2 Tperakils Teon e
Rociapes e 4 Trmuay'i, B orrrmg il * 7 Proituiling of e TSarvf
Sewensan? Cagiirat: ot Wie=sis= ol Mm
OcSeredbury, M, 7 3704

Saime, Fites %, hiiicaml Smpe oA Aete feewninl, ing Siroaiis

Wik o Rl Ivsvvpsg i e Ajemmy Thmas gl Tptmgegiise

Esntman® 558 Tromectene s Dunabors Sepme Vis IF. 0 T
Pl stieSssl, Maiw L Saleo o=l S bnlaek, Maemn sohee

S e Cligi i Ao setin ™ Jnesal iy ey ozd S ivian,
Welttes 37 Nn £

l&m Ml men] Il ant Gnese Saligar 4 sk Bsis

ﬁ?ﬁiﬁd'mmn

rm-rﬁlmm Vil

Fdme, Nurd ¥6ekan e v Shemgoinl ogast
Dlehergs w=g Mivty = FrpcmSigs of fe Tieg

Bdrestsrel Crnfivemse oy IS emamites aopf Lowieds A

Helteusm, VX

g, PR A St Sacbl MA Iitadong Amreach & et sy
Spr—tet’c Crafiges® o Frocaadinay of fhr | e increpttm o i fnemis
e Sz Luge Oeishiot, Ssrdoe Tmin{as T Aroel =
e St g, rapee IS ST AL

mmu&um i Sl lopar- ey
Cosleriesyw * IWIJ‘QEEML-"*-N:!F*
Sty uveaipn i, vl

P, PG, ALty Vil Yirmetlin ber E2omiev (D

Cexiotatm L, Semonidiny of 5 Sermad Mosrnstamal Coglrensy o

sty s i Sasn o, Trexs | sonsy, VA,




Acrwnd Forkicw Do
5= i, M, G MO IV COTNG Byt Vet
Sk o Scomge= hiencion® Sz Sak

2y Ty A, il B, Wogel 10 iks e Wi Wispon
gt FousssiBrgy of S0 FIOSTEEN Wiy o Trtedapta A B
Kerules Gozie= icr 14-1S, T TR0-4et 28 1Y, 90 0).

Doy et A, el So gl BC L E e Dl 2 et et
el S0,

LS ﬂsm,.r%m . ffmh
Fists, 2 Teg= Wicmgestery ey &
doxslonine, NS

501 o, A By e, A e il i
e




iy

198

Ter, Saivs il "acwmi Dinged, “wa Decmirgiae! sl Pansczi’

- Aperomd 8 S Pattem bisnapeali e fe Mrovevilugs ST SIX

cerairbes damkky oo brhossittm leckmmicio oad semis,
Viorsetee 3101

'l-ﬁl’,i-'lﬁ% 1 exest £, il At Bgile, "I A

wﬂﬁ‘-ﬂwm
‘lr-lm,‘ A Fenceadinay 3 O inaraations W=rkiiog: an Ameans
Emin: o Tiegw Fagiesemsey Fobmdpanadilly de MSMAalat o haume
USSR Yo, Ao

ek, e, Miched Xl ol o Saoasrl " Sy fomsats
Wikhons b feremeiio \nreng an'=Tiny," (e Provasdings < s Relatsyto
Pt ini Morwgeass Biriciop, 3400 Lalr Tty U7 '

Zaler, Soza= VEalet! s w0 P boy Zlir'l, " S gaeas
e Syotem Ui dotrsisgl SOer=imn,” 20 s dDemi o T8
Fira ieeivres Heicies un hicaneshdior b it e
Pratime, Uipwts, Togez

Momyta, \rcs umﬂﬂqﬂ.'&nm#’-‘:ﬁd _
L = M'hﬁ—ﬁﬂﬁ'mﬁﬁ BrlenE &k It eastin
Fecheaolig-as and Busigr.

Sirgel, Mituey, Shurt Sncowh wd Sur ¢ m‘fw
Lee—ue’ . et Telvles Fepretie Tisprgsusiips™, =

Peseadogs fresy S0t #M&MM
m.{l':m Wl (N e o Wteni] 5157 asagratesr Washing. ®pee
AT o WA

Elrasl, Vyriae” o3 Titmes 1o Sacselox Tacum Paegtast s vatiy

HTML" 1 Pracralagt FoM 88 N5 Farhor 0 Mvier e wt

Edichans e Toinps 1. 2500 Foen Edioed of Mizagsnet
Ty Py PN RE W)

B2 T ks ¥ Blewed Fisg Misbey Wngll 1 2, “Cmrpaete
it St Lt e Freating S S s b
Salmpromans Thil=esie Dalives *Sioapn 3 Ay Setoe of

Nesgprey "Wah=g Mpar 0177 30)

SR S o Vetiepake i Ryvied Lornrdy




=0

e

‘Flagal B god (Eligeip Y . ok Vo3 8t

Jertdilia ey Drpowrdls Mk fys of Suflestre s moyaal g2
Vrpere oy wk, Cemsw b Slghel e Ravearsy B,

Yolrx=1

NSmeae A, Soldr=il, s F¥pel §E “smprming 1Ssnii Goresine

Ui e in] romare: fremamy ol Mygmey, Diysece 2 Moaday
Pt MET Gats B g Bl Resewyd B Vileow WL

mmummr 'ﬁ#}?!ﬂ?ﬂ."‘ﬂ!.

- S i N gt Crnmyien:

Sipte e Ziein Daveuling, T4 M $0apd. “Seteron ot S
el Nimloie Semmplome g 00 puld ot Pemnyi ) famie=

-'-gh:-uﬂl::' naashe e MA Avgma 00 [E5/F 46023 O,
- el

Do Y, Bllgara T, Midrd, & Vonoas, A gl 01, anl 2

VRN, _.émn.'ﬁu-":nmm::sfﬂ‘mﬂuu\r
Tichesingies: A Mo Zosterd. [icahn, Fererrsbiit 10! [0 &2

2l

Hma,ﬂl‘m“ S TR [2 ﬂ“q,l. [ o - 9 R
.ﬂtﬁ.ﬁfﬂm.ﬁﬂ“HMF‘wi
&mﬂiiwi- A SR

Madric =, PR . Ak d. s % T R,
"'!n-l.!-‘;:..:{'lzzh'r_!hl h:m\".r!ﬂd‘n‘lhﬂm—
Mamjong  Spssand Bevnsty Rttt Viesspive: SN WY (S8

=L )

siimal Smgel *Thgsoom T e oplettaen, = Linss Anstiens
el oo 501 Bovihag A e, " L, o, Sevaler TP

Samhal, Iriewad hlchas Warre et Rtk Blemvailig 2 iz
Mamser iy, ® Coeer S Pl Ut zoeSgrand {mbeg lide =

Rl o'y seid Sllekos) Shegel “Viiis WG Prpletrnig « Tl
Mvemoe s e Covinad Unagre Vrtagel Namsere Covmdrrrac o=t Pbeog

St el Cromdiy, Clizgge, e ~apt

e, B, G 0oy X0 30 Sor Mk, b S Vs NG,
B asel T TNyl DSV A Dars panl I Sieps, "M Dumtagl
Tt e Modaies Posamrd,” CHWTE) 767




1996

1991

1991

1990

1989

1987

Marshall, Chris and Michael Siegel, “Implementing Value at Risk:
Vendors’ Perspectives,” Risk Magazine: Special Edition on Value-at-Risk,
May 1996.

Siegel, Michael, Edward Sciore and Sharon Salveter, “Knowledge
Discovery in a Self-Adaptive Database System,” Knowledge Discovery in
Databases, AAAI Press. (Also in Proceedings from the Workshop on
Knowledge Discovery in Databases 1JCAI-89).

Siegel, Michael and Stuart Madnick, “Context Interchange: Sharing the
Meaning of Data,” Sigmod Record Special Issue on Semantic
Heterogeneity, Vol. 20, No. 4.

Siegel, Michael and Stuart E. Madnick, “Identification and Resolution of
Semantic Conflicts using Metadata,” Sloan School of Management
Working Paper #3102-89-MSA.

Siegel, Michael and Stuart E. Madnick, “Maintaining Valid Schema
Integration in Evolving Heterogeneous Database Systems,” IEEE Office
Knowledge Engineering: Special Issue on Information Sharing in
Heterogeneous Data and Knowledge Base Systems, Vol. 3, No. 2.

Siegel, Michael, “A Survey of Heterogeneous Database Systems,” GTE
Laboratories Technical Note TN87-174.1 and Boston University Report
TR87-011.

Other Professional Positions

2009-2011

2008-2009

2008-2009

2004

2003-2005

2000

Expert, technology patent litigation.

Expert, technology patent litigation.

Expert, financial services software.

Expert, purchase of a financial software firm by a much larger firm and
issues around the purchase price, share registration, valuation and

damages.

Advisor for Life Harbor Portfolio Management software firm. Acquired
by Vestmark.

Executive Education sessions for British Telecom, Willis Insurance,
Program for the Americas
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2000

1999

1998

1996-1997

1997

1996

1995

1993-1994

1992

1991-1992

1990

1990-1997

1990

1989

1989

1987-1989

Chief Scientist, Web Aggregation Software, Arsdigita Corporation
Founder, iAggregate (merged with Arsdigita in 2000)

Consultant, Analysis Group Inc. System analysis.

Consultant, American Management Systems. Risk Management Practice.
Arriva Software, Founder, Vice President.

Consultant, Deutsche Bank, Morgan Grenfeld. Analysis of Foreign
Exchange Trading Systems.

Course development and presentation, Sequent Computing, Executive
course on information technology and business.

Consultant, ABN Amro Bank. Analysis of Financial Risk Management
Systems.

Speaker, Digital Equipment Corporation Seminar Series. Presentations on
information technology requirements for risk management and the
FDICIA Act of 1991. Attendees include major banks, law and accounting
firms, and federal regulators.

Consultant, EJV Partners, N.Y., N.Y. Assist in the development of an
object-oriented fixed income database system for use by member firms;
Goldman Sachs, Morgan Stanley, First Boston, Citicorp, Shearson-
Lehman, and Salomon Brothers.

Consultant, General Motors, Detroit, MI. Analysis of distributed database
management system for production, marketing and sales.

Information Technology Associates, President.

Consultant, Xerox Advanced Information Systems, Cambridge, MA.
Heterogeneous database systems research and applications.

Consultant, Evaluation Associates, Inc., Norwalk CT. Database design,
financial software specification and distributed system design.

Consultant, Dawai Securities of America, New York, NY. Design and
development of a database management system and application program

to assist warrant traders.

Consultant, Investment Management Controls, New York, NY. Managed
the conversion of operations from a time-sharing system to a local area
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Patents

1985-1987

1985-1986

1983-1985

1981-1983

1983

1977-1978

2001

1999

1999

network, database design, financial software specification, and
management responsibilities.

Seminar Instructor, Digital Equipment Corporation, Educational Services
Division, Bedford, MA. Instruction in OPSS5, expert system development
and artificial intelligence.

Database Consultant, Gradient Corporation, Cambridge, MA. Designed
and developed databases for Environmental Protection Agency Superfund
projects.

Computer Graphics and Database Consultant, Cambridge Analytical
Associates, Boston, MA. Designed and prepared computer graphics and
databases for Environmental Protection Agency Superfund projects.

Staff Engineer, JBF Scientific, Wilmington, MA. Simulation and analysis
of electrical and thermal energy systems, prepared proposals, reports and
seminars.

Professional Engineer, State of Wisconsin No. E-22176.
Project Engineer, E. F. Siegel & Associates, Ltd., Baltimore, MD.

Designed and supervised the installation of heating and air-conditioning
systems for commercial and industrial buildings.

“Querying and Retrieving Semi-Structured Data from Heterogeneous
Sources,” PAT. NO. 6,282,537, 1999.

“Data Extraction from World Wide Web Pages” with Stuart Mandick,
PAT. NO. 5,913,214, 1996.

“Querying Heterogeneous Data Sources Distributed over a Network Using
Context Interchange™ with Stuart Madnick, PAT. NO. 5,953,716, 1996.
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Documents and Things Considered by Dr. Michael Siegel
350 Patent

PXS5 '350 File History

PX4 '400 File History

R/3 2.2 Online Documentation

[2:07-cv-00153-CE (DI 203)]Claim Construction Order

[2:07-cv-00153-CE (DI 124-2)] Joint Appendix A P.R. 4-3(a) Undisputed Claim Terms,
Phrases and Clauses Pricing Patents (5,878,400/6,553,350)

SAP R/2 Documentation Release 5.0 Edition 3 1994 (Program)

[2:07-cv-00153-CE (DI 143)] SAP's Expedited Motion for Leave to File Sur-Reply to
Plaintiffs' Claim Construction Reply Brief

[2:07-cv-00153-CE (DI 140)] Plaintiffs' Claim Construction Reply Brief

[2:07-cv-00153-CE (DI 139)] Defendants SAP America, Inc. and SAP AG's Reply Brief
to Plaintiffs' Opening Claim Construction Brief

[2:07-cv-00153-CE (DI 129)] Plaintiff's Opening Claim Construction Brief

[2:07-cv-00153-CE (DI 124)] Joint Claim Construction and Prehearing Statement
Pursuant to Patent Rule 4-3 for U.S. Patent Nos. 6,553,350, 5,878,400 and 7,069,235

SAP R/2 Documentation Release 5.0 Edition 3 1994 (CD-ROM)

Michael Siegel and Stuart E. Madnick, "Identification and Reconciliation of Schematic
Conflicts Using Metadata," 1-5

Michael Siegel and Stuart E. Madnick, "A Metadata Approach to Resolving Semantic
Conflicts," Proceedings of the 17th International Conference on Very Large Data Bases,
Barcelona, September (1991), 133-145

SAP R3 Online Documentation Release 2.2B

SAP R3 Online Documentation Release 2.2A

SAP History, 1972-1981: the early years, available at http://www.sap.com/corporate-
en/our-company/history/1972-1981.epx
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Documents and Things Considered by Dr. Michael Siegel
May 22, 1995 article from Infoworld entitled "Vendors to lighten up client/server apps"

April 24, 1995 article from InformationWeek entitled "Technology Assessment: Old
School: 3R's New School: R/3 -- High marks: R/3's strength lies in its high degree of
integration”

April 24, 1995 article from InformationWeek entitled "R/3 Spells Success#"

August 7, 1994 article from BusinessWeek entitled "America's Latest Software Success
Story is German"

January 21, 1995 article from InformationWeek entitled "KPMG Answers Call for SAP -
- Acquisition adds plenty of R/2, R/3 experience"

April 24, 1995 article from InformationWeek entitled "Pentax Focuses on Customers --
Camera maker uses SAP's R/3 software to handle client queries faster”

March 27, 1995 advertisement from Computerworld, Vol. 29 Issue 13, Computer World
MPP & SMP p. 148 Cover Page URL:
http://books.google.com/books?id=3JS8X7n5yloC&lpg=PAl&as pt=-MAGAZINES&pg
=PA 1#v=onepage&q&f=false

April 15, 1994 advertisement from CIO, Vol. 7 Issue 13, CIO p. 69 Issue URL:
http://books.google.com/books?1d=8QwAAAAAMBAIJ&Ipg=PA19-
[A1&ots=6ufmTEhEUa&dq=ci0%201994&pg=PA19-
[A1#v=onepage&q=cio%201994&{=false

March, 1989 WP#C15-89-01; A Knowledge-Based Approach Toward Integrating
International On-Line Financial Databases; Maria Linn Paget, Master of Science Thesis

in Technology and Policy, Massachusetts Institute of Technology, Cambridge, MA
02139

Various Websites
Declaration of Jodi L. Gregory dated September 15, 2012 and attachments

Declaration of Karin Fischer dated September 14, 2012 and attachments



