Express Mail No.: EV 320481168 US Control No.: 90/007,402

sub-genus created by the express exclusion of certain species in the CIP were not supborted by

the description of the broader genus in the parent specification. Again, the situation with the

present reexamination differs significantly from the c.ited case law. Claims 1 and 4 recite a non- |
volatile storage portion of a memory that is not a tape or CD. This is exactly what is described
at page 2, lines 23 to 26 of the originally filed speciﬁcation. In short, the negative limitation
recited in Claims 1 and 4 is expressly disclosed in the specification of the parent application.

Thus, in the instant case, the scope of the disclosure in the speciﬁcatioh was never narrowed

with respect to this element, contrary to the situation in Johnson. Therefore, the recitation of a

non-volatile storage portion of a memory that is not a tape or CD is fully supported by the

originally filed specification, as well as the specification of the ‘573 Patent as issued.

With respect to the other elements recited in Claims 1 through 6, the issue of written
support for the claimed matter previously was addressed by Examiner Nguyen during the initial
examination of Claims 1 through 6, as recognized By the Office in the Office Action dated
- March 17, 2007. Moreover, Appellant has thoroughly demonstrated in Sections III(C)(1)(ii)
aan I1I(C)(2) above that each element in Claims 1 through 6 is fully supported and enabled by
the .original specification as filed, as well as the specification for ‘573 Patent as issued.
Therefore, the Board should reverse the Examiner’s rejections of Claims 1 through 6 under 35
U.S.C. § 112, first paragraph. ‘

V. BASED ON THE PROPER PRIORITY DATE FOR THE CLAIMS IN
REEXAMINATION, THE REJECTIONS OF CLAIMS 1 THROUGH 6 AND 44
THROUGH 49 BASED ON COHEN ARE IMPROPER
As set forth above, the proper priority for Claims 1 through 6 and 44 through 49 in

reexamination is June 13, 1988. Therefore, any rejections under Sections 102 or 103 which rely

on references that are not prior art based on the June 13, 1988 priority date are improper and
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should be reversed. U.S. Patent 4,949,187 to Cohen (Cohen) issued on August 14, 1990 from
an application filed on December 16, 1988. Therefore, Cohen does not qualify as prior art for
the purposes of Sections 102 and 103.

A. Rejection Of Claims 1, 2, 4, 5, 44, 45, 47 And 48 Under 35 U.S.C. § 102(e) As
Anticipated By Cohen -

Claims 1, 2, 4, 5, 44, 45, 47 and 48 have been rejected under 35 U.S.C. § 102(e) as
anticipated by Cohen. Because Cohen is not available as prior art based on the proper priority
date of June 13, 1988 for the ‘573 Patent, the instant rejection is improper. Therefore, the
Board should reverse this rejection.

B. Rejection Of Claims 1 Through 6 and 44 Through 49 Under 35 U.S.C. § 103(a)
Over Bush In View Of Cohen

Claims 1 through 6 and 44 through 49 have been rejected under 35 U.S.C. § 103(a) as
obvious over the combination of U.S. Patent 4,789,863_ to Bush (Bush) in view of Cohen.
Because Cohen does not qualify as prior art based on the proper June 13, 1988 priority date of
the ‘573 Patent, a combination of Cohen and another reference cannot provide a proper basis for
an obviousness réjection. As a result, the rejection of Claims 1 through 6 and 44 through 49
based on a combination of Busk and Cohen is imprbper. Therefore, the Board should reverse
this rejection.

C. Rejection Of Claims 3, 6, 46 and 49 Under 35 U.S.C. § 103 (a) Over Colen In View
Of Bush

Claims 3, 6, 46 and 49 have been rejected under 35 U.S.C. § 103(a) over Cohen in view
of Bush. Because Cohen does not qualify as prior art based on the proper June 13, 1988 priority
date of the ‘573 Patent, a combination of Cohen and another reference cannot provide a proper

basis for an obviousness rejection. As a result, the rejection of Claims 3, 6, 46 and 49 based on
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a combination of Bush and Cohen is improper. Therefore, the Board should reverse this

rejection.

VI. CLAIMS 1 THROUGH 6 AND 44 THROUGH 49 ARE PATENTABLE OVER
THE REFERENCES OF RECORD THAT ARE PROPER PRIOR ART

The Office has also presented rejections under 35 U.S.C. § 103(a) that are based on
references that qualify as prior art based on the June 13, 1988 priority date for the claims in
reexamination. However, the Office has not established a prima facie case of obviousness of
any of Claims 1 through 6 or 44 through 49 based on these references.

A. Rejection Of Claims 1 Through 6 And 44 Through 49 Under 35 U.S.C. § 103(a)
Over Bush In View Of Freeny I

Claims 1 through 6 and 44 through 49 have been rejected under 35 U.S.C. § 103(a) as
obvious over the combination of Bush in view of U.S. Patent 4,837,797 to Freeny (Freeny I).

The Office admits that Bush does not disclose storing digital audio signals or digital
video signals in a non-volatile storage portion of a second memory that is not a tape or a CD as
recited in Claims 1 and 4. As further admitted by the Office, Bush does not disclose storing
digital audio signals or digital video signals in a second party hard disk as recited in Claims 44
and 49.

Freeny I discloses a message controller for receiving voice messages and machine
readable messages over telephone lines. The apparatus of Freeny I is capable of differentiating
between voice messages and machine readable messages received over standard telephone
equipment, i.e. a telephone. When the apparatus of Freeny I/ determines that a received call is a
voice message, it causes the user’s telephone to ring, thereby alerting the user. When the
apparatus of Freeny I determines that a received call is a machine readable message, it converts

the message to human readable form using a standard printer or display unit. One embodiment
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of the apparatus of Freeny I indicatesl it is capable of receiving machine readable messages and
storing them on a storage medium that may be a memory chip or hard disk.

However, Freeny I does not discuss transmission of digital audio or digital video signals
from a first memory to a second memory, let alone the sale of such digital video or digital audio
signals. Thus, Freeny I bears no relation to the disclosure of Bush or the invention recited in
Claims 1 through 6 and 44 through 49. The Office apparently has recognized this deficiency in
Freeny I, because the Office must cite to Cohen to show motivation to combine Bush and
Freeny I. However, as set forth above, Cohen is not available as prior art based on the priority
date of June 13, 1988 for the ‘573 Patent.

The Supreme Court’s recent holding in KSR Int’L Co. v. Teleflex Inc., 127 S. Ct. 1727
(U.S. 2007), does not relieve lthe Office of the obligation to show motivation to combine two
separate references in making out a prima facie case of obviousness. Quite to the contrary, the
Supreme Court stated: “[t]o determine whether there was an apparent reason to combine the
known elements in the way a patent claims, it will often be necessary to look to intérrelated
teachings of multiple patents; to the effects of demands known to the design community or
present in the marketplace; and to the background knowledge possessed by a person having
ordinary skill in the art. Tollfacilitate review, this analysis should be made explicit.” KSR, 127
S. Ct. at 1731 (emphasis added).

Since the Office has not shown any motivatic;n to combine Bush and Freeny I, a prima
facie case of obviousness has not been established. Therefore, the Board shduld reverse this

rejection.
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B. Rejection Of Claims 1 Through 6 And 44 Through 49 Under 35 U.S.C. § 103(a)
Over Akashi In View Of Freeny Il

Claims 1 through 6 and 44 through 49 have been rejected over Japanese Patent
Application No. 62-284496 (Akashi) in view of U.S. Patent 4,528,643 to Freeny (Freeny Il).
Such a rejection is unfounded. First, the combination of Akashi and Freeny II would not reach
the presently claimed invention. Second, there is no motivation to combine Akashi and
Freeny I1.

The Office asserts that Akashi shows a system for transmitting recorded music from a
host computer that stores recorded music data to a personal computer. The Office then asserts
that Akashi “does not expressly detail...whether the data is stored on a non-volatile portion of a
second memory that is not a tape or CD.” This is incorrect. Akashi explicitly discloses a record
reproducing device that is a compact disk deck or a digital audio tape recorder. See Akashi
Translation, p. 2 (Embodiment). In other words, 4kashi is not ambiguous af all on this point.
Thus, not only does Akashi fail to disclose transmitting digital audio signals or digital video
signals from a first memory to a second memory and storing the digital audio signals or digital
video signals in a non-volatile portion of the second memory that is not a tape or CD, Akashi
expressly teaches away by specifically disclosing and requiring a tape recorder or CD deck.

The Office asserts the deficiencies of Akashi are cured by Freeny II. Specifically, the
Office asserts that Freeny II discloses transmitting digital audio signals or digital video signals
from a first memory in control and possession of a first party to a second memory in control and
possession of a second party, and storing the digital audio signals or digital video signals in a
non-volatile storage that is not a tape or CD. The Office further asserts it would have been
obvious to implement the non-volatile storage of Freeny I/ in the system of Akashi because '

“[t]he use of a hard disk would have allowed the user to more efficiently access audio and video
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files.” The Office bases its position on the conclusion that “a hard-disk, would have also
increased the security and reliability of the stored data.”

For several reasons, it would not have been obvious to combine the teachings of Akashi
and Freeny II to arrive at the invention recited in Claims 1 through 6 and 44 through 49. First,
Freeny II discloses a kiosk-type system for producing “material objects” at a point of sale
location where it is the “material object” that is sold to consumers. Freeny II, Abstract. Thus,
like Akashi, Freeny II expressly teaches away from storing digital audio signals or digital video
signals on a non-volatile storage portion of a second memory that is not a tape or CD in
possession and control of a second party. Further, in Freeny I, the second memory

_(information manufacturing machine) for storing the information that is transformed into
material objects is in possession and control of the first party. The first party controls access to
the information on the second memory by requiring a fee to be paid for the consumer (second
party) to access the information .stored on the second memory. After the fee is paid, the second

~ party has limited access to the specific information requested for the purpose of making a copy
in the form of a material object. In the case of audio or video information,.the material object
would be in the form of a tape or CD. Therefore, again, both Akashi and Freeny Il contemplate
and require supplying audio information to the consumer in the form of a tape or CD. Thus,
like Akashi, Freeny Il expressly teaches away from storing digital audio signals or digital video
signals on non-volatile storage portion of a second memory that is not a tape or €D in
possession and control of a second party. |

Additionally, in Freeny II, the necessary material object containing the digital audio or
digital video signals is produced by accessing information stored on the second memory. The

first memory (information control machine) simply supplies reproduction authorization codes in
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* response to a request for reproduction from the information manufacturing machine. The
second pérty never has access to the first memory, as recited in present Claims 2, 5, 45 and 48.
Both Akashi and Freeny II solve the same problem: providing audio information, and
video information in the case of Freeny II, to a consumer in the form of a material obj eét, such
as a tape or CD. Akashi and Freeny II solve this commoh problem in different and unrelated
ways. Nonetheless, neither of the references teaches or discloses the benefits of transmitting
digital audio signals or digital video signals from a first memory to a second memory and
storing those digital audio signals or digital video signals in a non-volatile portion of the second
memory that is not a tape or CD, which is in possession and control of a consimer, i.e. a
second, financially distinct, party. Therefore, the combination of Akashi and Freeny II does not
teach or suggest every limitation of Claims 1 through 6 or 44 through 49. In fact, because both
Akashi and Freeny Il expressly require storing digital audio signals or digital video signals on a
tape or CD, they teach away from the invention recited in Claims 1 through 6 and 44 through
49. “[W]hen the prior art teaches away from combining certain known elements, discovery of
a successful means of combining them is more likely to be nonobvious.” KSR, 127 S. Ct. ét
1740. As a result, these references cannot be combined to render Claims 1 through 6 obvious.
Even if the combination of Akashi and Freeny II did teaéh each and every element of
Claims 1 through 6 or 44 through 49 — which they do not — the motivations cited by the Office
for combining and/or modifying Akashi and Freeny }1 are not found in those references.
Moreover, the Office has not cited to any other references or knowledge available to one of
ordinary skill in the art in 1988 that would have motivated a skilled artisan to combine and/or
modify Akashi and Freeny II as suggested by the Office. Rather, the Office simply has made

vague statements that the security and reliability of hard disks would have been well known at

r
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the time. Such general allegations are insufficient to show motivation to combine these
references, particularly since neither one of them even hints at such a modified combinatiop.
Again, as the Supreme Court has just admonished: “[a] patent composed of several elements is
not proved obvious merely by delﬁonstrating that each element was, independently, known in
the prior art.” KSR, 127 S. Ct. at 1731.

Based on all of the foregoing, the Office has not established a prima facie case of
obviousness of Claims 1 through 6 and 44 through 49 over the combination of Akashi and
Freeny II. Therefore, the Board should reverse this rejection.

C. The Secondary Considerations Of Non-Obvibusness Support The Finding Of Non-
Obviousness Of Claims 1 Through 6 And 44 Through 49

Although a showing of secondary considerations is né)t strictly necessary to establish the
non-obviousness of Appellant’s invention, such secondary considerations in fact do exist.

The CAFC has explicitly set forth the factors, such as commercial success, long felt but
unresolved needs, skepticism by experts, and copying by competitors that can be used to
establish non-obviousness. Brown & Williamson Tobacco Corp. v.-Philip Morris Inc., 229 F.
3d 1120, 1129 (Fed. Cir. 2000). The CAFC has held that a nexus must be established betWeen
the merits of a claimed invention and the evidence of non-obviousness offered if that evidence
is to be given substantial weight enroute to a conclusion of non-obviousness. Ex parte Remark,
15 U.S.P.Q.2d 1498, 1502 (Bd. Pat. App. & Interfer. 1990). The CAFC has also held, however,
that copying of a patented feature or features of an invention, while other unpatented features
are not copied, gives rise to an inference that there is a nexus between the patented feature and
the commercial success. Hughes Tool Co. v. Dresser Industries, Inc., 816 F.2d 1549, 1556

(Fed. Cir. 1987). Moreover, it is well established that copying of a patented invention, rather
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than one within the public domain, is by itself indicative of non-obviousness. See Windsurfing
Int’l Inc., v. AMF, Inc., 782 F.2d 995, 1000 (Fed. Cir. 1986).

The invention recited in Claims 1-6 (and Claims 44-49) generally comprises transferring
“for pay” digital video or digital audio signals between a first memory controlled by a seller and
a second memory at a remote location controlled by a buyer over a telecommunication line.
The invention has in the past achieved significant commercial success. See, e.g., Declaration of
Arthur R. Hair submitted with Appellant’s Response dated December 27, 2005.

Moreover, the invention continues to achieve commercial success in that it has been
C(.)pied by a major participant in the field. The features of the invention generally included in
Claims 1-6 (and Claims 44-49) have been copied by at least one commercially successful
system available today: Napster Light. The Napster Light system (“Napster”) for purchasing

digital music files online at www.napster.com is a commercially successful system that

embodies the features of the claimed invention. The Declaration of Justin Douglas Tygar,
Ph:D. (“Tygar Dec. 2005”), a copy of which is filed herewith, supports the assertion that
Napster is commercially successful and has copied the claimed invention. |
Dr. Tygar determined that Napster has achieved a level of commercial success. See
Tygar Dec. 2005, para. 6. Further, Dr. Tygar compared Napster to the invention recited in
Claims 1-6 and determined Napster copied the invention. Specifically, Dr. Tygar found that
Napster operates a music download system incorporating servers having hard disks and
memory, through which it sells digital music files to a buyer for download over the Internet.
See Tygar Dec. 2005, para. 10. The buyer using Napster has a computer at a home, office, or
other location remote from Napster. See Tygar Dec. 2005, para. 11. The buyer forms a

connection between his or her computer and Napster via the Internet, selects digital music
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file(s) he or she wishes to purchase, provides a credit card number, and receives the music file
via a download process where the file is transferred from Napster’s server to the buyer’s
computer and‘ stored on the hard drive. The buyer can then play the file using his or her
computer system. See Tygér Dec. 2005, paras. 12-16. In view 6f this comparison, Dr. Tygar
properly concludes that Napster has copied the features taught by the present invention. See
Tygar Dec. 2005, para. 19.

Additionally, Napster does not copy the alleged closest prior art cited by the Examiner,
i.e., Freeny and Akashi. Freeny teaches a point-of-sale device (e.g., a kiosk) that dispenses a
material object (e.g., tape) containing the music purchased. See Freeny, col. 1, line 64 to col. 2,
line 12. These features of Freeny are plainly not found in Napster. See Tygar Dec. 2005, para.
16. Akashi teaches writing data to a digital audio tape recorder or a compacf disk deck that
employs a write-once, read-many times recordable optical disk which allows data to be read
immediately after the data is written. The user downloads data to a RAM and then the data is
written directly from the RAM to a recordable optical disk. See Akashi para. 6. This process of
Akashi is not how Napster operates. See Tygar Dec. 2005, para. 18.

Therefore, it is apparent that Napster chose to copy the system taught by the 573 patent.
See Tygar Dec. 2005, para. 19. It is also apparent that Napster chose nof to copy the prior art
systems of Freeny gnd Akashi. See Tygar Dec. 2005, para. 20 and 21. This selective coﬁying
by Napster of the inveﬁtion recited in Claims 1-6 (and Claims 44-49), while Napster ignored the
systéms of Freeny and Akashi, provides a sound basis upon which the required nexus between
commercial success and Appellant’s claimed invention can be found. See Hughes Tool, 816
F.2d at 1556. Additionally, Napster’s selective copying of Appellant’s invention, coupled with

Napster’s disregard of the Freeny and Akashi systems, is itself substantive evidence of a
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recognized secondary indication of non-obviousness. See Windsurfing International Inc., 782
F.2d 995 (Fed. Cir. 1986).

The foregoing remarks and the Declaration of DrT Tygar establish the requisite nexus
between the commercial success of Napster and Appellant’s claimed invention. These remarks
and the Declaration of Dr. Tygar similarly have established copying by Napster aS a secondary
indicia of non-obviousness.

Conclusion

Based on the foregoing, the Board should reverse the rejections of Claims 1 through 6
and 44 through 49 under 35 U.S.C. §§ 102(e) and 103(a). Also based on the foregoing, the
Board should reverse the rejection of Claims 1 through 6 and 44 through 49 under 35AU.S.C. §

112, first paragraph.

Respectf] ubmitted,

—
%e(A. Koons, Jr., Esq.
Attorney for Appellant

Reg. No. 32,474

Drinker Biddle & Reath LLP
One Logan Square

18" and Cherry Streets
Philadelphia, PA 19103-6996
Telephone (215) 988-3392
Facsimile (215) 988-2757
Date: December 15, 2008
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CLAIMS APPENDIX

1.(Amended) A method for transmitting a desired digital audio signal stored on a
first memory of a first party to a second memory of a second party comprising the steps of:
transferring money electronically. via a telecommunication line to the first party at
a location remote from the second memory and controlling use of the first memory
from the second party financially distinct from the first party, said second party
controlling use and in possession of the s’econd memory;
connecting electronically via a telecommunications line the first memory with the
second memory such that the desired digital audio signal can pass there-between;
transmitting the desired digital audio signal from the first memory with a
transmitter in control and possession of the first party to a receiver having the
second memory at a location determined by the second party, said receiver in

possession and control of the second party; and

storing the digital signal in a non-volatile storage portion of the second memory,

wherein the non-volatile storage portion is not a tape or CD.

2.(Original) A method as described in claim 1 including after the transferring step,
the steps of searching the first memory for the desired digital audio signal; and selecting

the desired digital audio signal from the first memory.

3.(Original) A method as described in claim 2 wherein the transferring step
includes the steps of telephoning the first party controlling use of the first memory by the

second party; providing a credit card number of the second party controlling the second
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memory to the first party controlling the first memory so the second party is charged

money.

4.(Amended) A method for transmitting a desired digital video signal stored on a
first memory of a first party to a second memory of a second party comprising the steps of:
transferring money electronicaliy via a telecommunications line to thé first party 'at
a location remote from the second memory and controlling use of the first memory,
from a second party financially distinct from the first party, said second party in
contrél and in possession of the second memory;
connecting electronically via a telecommunications line the first memory with the
second memory such that the desired digital video signal can pass there-between;
transmitting the desired digital video signal from the first memory with a
transmitter in control and possession of the first party to a receiver having the
second memory at a location determined by the second party, said receiver in

possession and control of the second party; and

storing the digital signal in a non-volatile storage portion of the second memory,

wherein the non-volatile storage portion is not a tape or a CD.

5.(Original) A method as described in claim 4 including after the transferring
money step, the step of searching the first memory for the desired digital signal and

selecting the desired digital signal from the first memory.
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6.(Original) A method as described in claim 5 wherein the transferring step
includes the steps of felephoning the first party controlling use (_)f the first memory by the
second party controlling the second memory; providing a credit card number of the second
party controlling the second memory to the first party controlling the first memory so the

second party controlling the second memory is charged money.
7-43 (Canceled)

44 (New) A method for transmitting a desired digital audio signal stored on a first

memory of a first party to a second memory of a second party comprising the steps of:

transferring money electronically via a telecommunications line to the first party at

a location remote from the second memory and controlling use of the first memory from

the second party financially distinct from the first party, said second party controlling use

and in possession of the second memory:

the second memory including a second party hard disk;

connecting electronically via a telecommunications line the first memory with the

second memory such that the desired digital audio signal can bass therebetween;

transmitting the desired digital audio signal from the first memory with a

transmitter in control and possession of the first party to a receiver having the second

memory at a location determined by the second party, said receiver in possession and

control of the second party;

and storing the digital signal in the second party hard disk.
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45.(New) A method as described in claim 44 including after the transferring step,

the steps of searching the first memory for the desired digital audio signal: and selecting

the desired digital audio signal from the first memory.

46.(New) A method as described in claim 45 wherein the transferring step includes

the steps of telephoning the first party controlling use of the first memory by the second

party: providing a credit card number of the second party controlling the second memory

to the first party controlling the first memory so the second party is charged money.

47.(New) A method for transmitting a desired digital video signal stored on a first memory

of a first party to a second memory of a second party comprising the steps of:

transferring money electronically via a telecommunications line to the first party at

a location remote from the second memory and controlling use of the first memory from

the second party financially distinct from the first party, said second party controlling use

and in possession of the second memory;

the second memory including a second party hard disk;

connecting electronically via a telecommunications line the first memory with the

second memory such that the desired digital video signal can pass therebetween;

transmitting the desired digital video signal from the first memory with a

transmitter in control and possession of the first party to a receiver having the second

memory at a location determined by the second party, said receiver in possession and

control of the second party;

and storing the digital signal in the second party hard disk.
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48.(New) A method as described in claim 47 including after the transferring step,

the steps of searching the first memory for the desired digital signal; and selecting the

. <
desired digital signal from the first memory.

49. (New) A method as described in claim 47 wherein the transferring step

includes the steps of telephoning the first party controlling use of the first memory by the

second party; providing a credit card number of the second party controlling the second

memory to the first party controlling the first memory so the second party is charged

money.
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EVIDENCE APPENDIX

1) Declaration under 37 C.F.R. § 1.132 of Arthur R. Hair, submitted by Appellant in a
response dated December 27, 2005 (and again in a response dated February 6, 2006).
The Declaration was repeatedly cited on pages 20 to 23 of the February 6, 2006
response to support the argument for secondary considerations of non-obviousness,
including copying and commercial success. A copy of the Declaration was included in
the response as an exhibit. The Examiner, in an Office Action dated March 20, 2006,
considered the Declaration stating on page 5, “Applicant’s arguments with respect to
commercial success are not persuasive because commercial success may have been
attributable to extensive advertising and position as a market leader before the
introduction of the patented product.” Because (a) Appellant’s response having the
Declaration attached was entered into the record, (b) Appellant’s commercial success
argument was predicated in substantial part on the Declaration, and (c) the Examiner
stated he considered the commercial success arguments, it is apparent that the
Declaration was considered and entered.

2) Declaration under 37 C.F.R. § 1.132 of Dr. J. Douglas Tygar, submitted by Appellant
in a response dated December 27, 2005 (and again in a response dated February 6,
2006). The Declaration was repeatedly cited on pages 20 to 23 of the February 6, 2006
response to support the argument for secondary considerations of non-obviousness,
including copying and commercial success. A copy of the Declaration was included in
the response as an exhibit. The Examiner, in an Office Action dated March 20, 2006,

considered the Declaration stating on page 5, “Applicant’s arguments with respect to

PHIP/ 725250. 2 -1-

Page 01292



Express Mail No.: EV 320481168 US Control No.: 90/007,402

commercial success are not persuasive because commercial success may have been
attributable to extensive advertising and position as a market leader before the
introduction of the patented product.” Because (a) Appellant’s response having the
Declaration attached was entered into the recora, (b) Appellant’s commercial success
argument was predicated in substantial part on the Declaration, and (c) the Examiner
stated he considered the commercial success arguments, it is apparent that the

Declaration was considered and entered.
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IN THE UNITED STATES PATENT AND TRADEMARK OFFICE

In re Application of: )
. )

ARTHUR R. HAIR )
)

Reexamination Contro! No. 90/007,402 )

Reexamination Filed: January 31, 2005 ) METHOD FOR TRANSMITTING A
) DESIRED DIGITAL VIDEO OR

Patent Number: 5,191,573 ) AUDIO SIGNALS
)

Examiner: Benjamin E. Lanier
Pittsburgh, Pennsylvania 15213

December 23, 2005 -
Mail Stop Ex Parte Reexamination
Commissioner for Patents

P.O. Box 1450
Alexandria, VA 22313-1450

DECLARATION UNDER 37 C.F.R. §1.132

I, Arthur R. Hair, hereby declare that:
1. T am the sole inventor of United States Patent Nos. 5,191,573; 5,675,734; and 5,966,440.

2. I am Chairman of the Board and Chief Technology Officer of SightSound Technologies,

Inc.
3. T assigned my rights in United States Patent Nos. 5,191,573; 5,675,734; and 5,966,440 to

the company that ultimately became SightSound Technologies, Inc (“SightSound”).

These patents served SightSound Technologies well and were essential in raising the
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capital necessary to launch a company that would build eCommerce systems protected by

the patents. |

With the foregoing three patents in hand, SightSound Technologies achieved many

notable firsts, including:

. first to electronically sell a music download via the Internet;
. first to electronically sell a movie download via the Internet;
. first- to produce a motion picture specifically for simultaneous electronic

distribution worldwide via the Internet;

¢ first to electronically sell encrypted movies legally through the Gnutella file-
sharing networks, without being in violation of copyrights;

. " first to develop a legal system to sell encrypted music legall? through the Napster
file-sharing networks, without being in violation of copyrights;

. first to electronically sell a movie into a movie theater projection booth via the
Internet for digital exhibition from a windows workstation; and

. first to electronically sell a movie into a handheld unit, a Compaq iPac Pocket PC.

SightSound built five Media eCommerce Systems. Over time, these systems grew from a
single server located in Pittsburgh to a geographically distributed system with a central
core in Pittsburgh that controlled remote servers located in New York, Los Angeles,

Santa Clara, Seattle; C'hivcago, Washington D.C. and Boston. Version 1 was built in 1995
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and Version 2 was built in 1998, both of these versions only sold music. Version 3.1, 3.2
and 3.3 were built between 1999 and 2001 and sold both music and movies. The fifth

system built at SightSound Technologies (which we called Version 3.3) was a fully

automated, database driven secure Media eCommerce System that had the hardware

bapacity to rent and/or sell 380,000 movies a day.

. The foregoing Media eCommerce Systems were covered by one or more claims in each

of United States Patent Nos. 5,141,573, 5,675,734 and 5,966,440.

. The Media eCommerce Systems were designed to support:

e official movie websites;

¢ - banner ads that automatically invoke a download;
*  digital cinema (download to the projection booth);
N portable audio/video devices

. database driven websites; and

. peer-to-peer file-sharing networks.

Using its Media eCommerce Systems, SightSound Technologies provided client services
. releasing motion pictures and music for Internet download sale for more than 40
lﬁlmmakers, special interest video production companies and recording artists.
SightSound Technologies first offered music for sale via the Internet in download fashion

in September 1995. At that time, SightSound Technologies offered music from the band
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“The Gathering Field.” Individual songs were priced at 99 cents and the entire album was

available for $6.00. SightSound Technologies went on to build a respectable client roster

that included over 65 companies and individuals, including:

Miramax Films (a subsidiary of the Walt Disney Company)
Showtime Networks (the Tyson —vs— Norris boxing match)

Comedy Central (half owned by Fox and half owned by Warner Brothers)

Lyric Studios (the children’s television program “Barney™)

WQED TV

9. I have attached as part of this Declaration several announcements and media coverage

illustrating the many accomplishments that United States Patent Nos. 5,191,573;

5,675,734; and 5,966,440 assisted SightSound Technologies to achieve.

1 further 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 are 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, and that such willful false statements may jeopardize the validity of the application

" or any patent issuing thereon.

23 Dgcsmpes 2208 | %ﬁ{ ,Z/é._

Date

Arthur R. Hair
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IN THE UNITED STATES PATENT AND TRADEMARK OFFICE

In re Application of: )
)
ARTHUR R. HAIR )
- )
Reexamination Control No. 90/007,402 )
. ) : ,
Reexamination Filed: January 31, 2005 ) A SYSTEM FOR TRANSMITTING
) DESIRED DIGITAL VIDEO OR
Patent Number: 5,191,573 ) AUDIO SIGNALS
)
Examiner: Benjamin E. Lanier '
December 23, 2005

Mail Stop £x Parte Reexamination
Commissioner for Patents

P.O. Box 1450

Alexandria, VA 22313-1450

DECLARATION UNDER 37 C.F.R. §1.132

I, Justin Douglas Tygar, hereby declare that:

1.- I am a tenured, full Professor at the University of California, Berkeley
with a joint appointment in the Department of Electrical Engineering and Computer Science .

(Computer Science Division) and the School of Information Management and Systems.
2. I earned an A.B. degree in Math/Computer Science from the University of
A California, Berkeley, in 1982 and I earned a Ph.D. in Computer Science from Harvard University

in 1986. .

3. I am an expert in software engineering, computer security, and

cryptography. I have taught courses in software engineering and computer security at the
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undergraduate, master’s, and doctorate level at both the University of California, Berkeley and

Camegie Mellon University.

4. I serve in a number of capacities on government, academic, and industrial
committees that give advice or set standards in security and electronic commerce. In addition, I
have authored numerous publications in the fields of computer science and security in electronic

commerce. I have attached a copy of a recent curriculum vita to this declaration as Exhibit A.

5. At the request of counsel, I have compared a currently available system
for purchasing digital audio files, namely the online music service offered at www.napster.com
known as Napster Light' (hereinafter “Napster Light”), with the teachings of U.S. Patent

5,191,573 (the *’573 patent™).

6. Napster Light is a currently operating service with an apparently wide user
base. It is therefore apparent that Napster Light, which uses the teachings of the “734 Patent, has

been commercially successful.

7. The 573 Patent generally discloses a method pertaining to the electronic

sale and transfer of digital audio or video signals, which are signals containing recorded sound or

' |t should be noted that the Napster Light service offered by the entity known cumently as Napster, Inc. at
www.napster.com is separate and distinct from a previous file sharing on-line service offered by an earlier
entity entitied Napster. It is my understanding that this prior entity went out of business in 2002, at which
time Roxio, Inc. acquired the Napster name and trademark rights. Subsequently, Roxio, Inc. changed
their name to Napster, Inc., thus creating the current entity referred to herein as “the new Napster, Inc.”

2-
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video, such as a musical or video recording, converted into binary form. The steps of the method
pertain to the foUowing:

- A first party who is a seller of digital audio or video signals through
telecommunication lines. Telecommunication lines can include the Internet. The seller must
have control over a computer memory, which includes a hard disk and RAM. The hard disk
includes copies of encoded digital audio or ‘video signals, which are the digital audio or video
signals configured in a form that would prevént unauthorized copying.

- A second party who is a buyer of the digital audio or video signals. The
buyer must possess and control his or her own computer memory. The buyer’s memory must be

located at a location remote from the location of the memory controlled by the seller.

8. The invention of the 573 patent comprises a number of steps, though not
in any particular order except as indicated below. The steps are:

; Forming an end-to-end electronic connection over the
telecommunications lines between the computer memory controlled by the seller and the buyer’s
computer memory, which is controlled by the buyer;.

- Transmitting the desired digital audio signai from the first memory to the
second memory; and . |

- Storing the transferred copy of the digital audio or video signals in the

buyer’s memory.

-3-
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9. I have accessed Napster Light for the purpose of comparing it to the ‘734
patent. Based on my review, I have determined the following facts set forth in paragraphs 10

through 20 of this declaration.

10.  The operator of Napster Light (i.e., the new Napster, Inc.), the “first party”
for the purposes of this comparison, operates a music download system through which digital
music files are sold to buyers for download over the internet. The digital music files contain
digital represent}ationsl of sound recordings. Ihave concluded frbm viewing information on
www.napster.com that Napster Light uses a system that includes servers, which have memory
that includes hard disks that store digiml rﬁusic for sale over the internet. The new Napster, Inc. '

appeafs to control the servers that contain the digital music files for sale.

11.  The typical online buyer using Napster Light, the “second party” for the
purposes of this compan';on, controls a‘personal computer. For instance, the buyer controls
whicﬁ software to install and run on the computer, what data to store in the computer, and when
to operate the éomputer. The buyer has the computer at a home, office, or other location remote

from Napster Light.

12.  Using a software application downloaded from a website associated with
Napster Light, the online buyer may connect to Napster Light’s online music library over the
Internet and browse online music catalogs. The buyer forms a connection between his or her
‘computer and the Internet through an Internet Service Provider (ISP) that may be accessed via a

dial-up connection using a modem and a telephone line.

-4-
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13.  Using the downloaded software application, the online buyer browses
Napster Light's online music catalogs. The online buyer can select a particular digital music file

he or she desires.

14.  The digital music file is delivered to the online buyer via a download
operation that is automatically initiated between Napster Light’s servers and the online buyer’s .

computer.

15.  The download process occurs by transmitting a copy of the digitél music
file over the Internet to the online buyer’s computer. The transmitted copy is stored in the online

buyer’s computer hard drive. Throughout this downloading process, the online buyer is in

16. The downloaded copy of the digital music is stored to the hard drive of the
buyer’s computer, from which it can be written to other media such as an optical disk or memory

of a portable device.

17.  Napster Light does not include a point-of-sale device such asa kiosk, as -

~ used in United States Patent No. 4,528,643 to Freeny (the “Freeny Patent”).
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18.  Napster Light does not writing a digital signal from memory directly to an
optical disk or digital tape, as taught in Japanese Patent Publication 62-284496 to Akashi (the

“Akashi Patent™).

19.  Inview of the foregoing, I have determined that Napster Light embodies
the elemerits taught in the ‘573 Patent. As a result, it can be conclﬁded that Napster Light has

copied the teachings of the ‘573 Patent.

20. Also in view of the foregoing, I have determined that the Napster system does
not embody essential elements of the Freeny patent. As a result, it can be concluded that Napster

Light has not copied the Freeny patent;

21. Also in view of the foregoing, | have determined that the Napster system does
not embody essential elements of the Akashi patent. Asa result, it can be concluded that Napster

Light has not copicd the Akashi patent.

-6-
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I further declare that all statements made herein of my own knowledge are true
~and that all statement-s made on information and belief are believed to be true; and further, that
these statements are made with the knowledge that willful fz_alse statements and the like so made
are punishable b'f fine or imprisonment, or both, under Section 1001 of Title 18 of the United
States Code, and that svuch willful false statements may jeopardize the validity of the application

or any patent issuing thereon.

. ’_'N\_‘“
26 ©ec OS5 ﬁ/ = <
= -
Date Justin Douglas Tygar, Ph.D.
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Express Mail No.: EV 320481168 US _ Control No.: 90/007,402

RELATED PROCEEDINGS APPENDIX

1) Sightsound.com Inc. v. N2K, Inc., 2:98-cv-00118-DWA (W.D. Pa).
-“Magistrate Judge’s Report and Recommendation™ dated February 8, 2002
2) Sightsound Technologies, Inc. v. ROXIO, Inc., 2:04-cv-01549-DWA (W .D. Pa).
- “Memorandum Order and Opinion” dated February 28, 2005, granting Defendants’
motion to stay
3) Appeal from final rejection in copending reexamination Control No. 90/007,403.
4) Appeal from final rejection in copending reexamination Control No. 90/007,407.
PHIP/ 725250, 2 -1-
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IN THE UNITED STATES DISTRICT COURT
FOR THE WESTERN DISTRICT OF PENNSYLVANIA

SIGHTSOUND.COM INCORPORATED,
a Pennsylvania Corporation,

Plaintiff,

)

)

)

)

)
v. ) Civil Action No. 98-118
). JUDGE DONALD J. LEE
NSK, INC., a Delware )
corporation, CDNOW, INC., )
a Pennsylvania Corporation, )
and CDNOW ONLINE, INC., )
a Pennsylvania Corporatiom, )
)
)

MAGISTRATE JUDGE BENSON

Defendants.

MAGISTRATE JUDGE'S REPORT AND RECOMMENDATION

I. RECOMMENDATION

It is respectfully recommended-that the claims in suit be

interpreted as set forth in more detail in the following report.

“IX. REPORT

This is a patent infringement action filed by the holdexr
of three patents which, as described by plaintiff, "are directed to

commercially-acceptable systems and methods for selling music and

video in digital form over telecommuﬂications lines." (Docket #69 at
1) . Plaintiff, Sightsound.com, inc. ("sightsound®) accuses
defendants N2K, Inc. ("N2K"), CDnow, Inc., and CDnow Online, Inc.
(collectively referred to as "CDnow" or “defendants") of infringing
multiple claims of U.S. Patent Nos. 5,191,573 ("the 'S573 Patent"),

5,675,734 ("the '734 patent"), and 5,966,440 ("the '440 Patent")

A0 72A
(Rev. 8/82)
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through the practice of downloading digital music over the
internet.}

In view of the numerous claims which have allegedly been
infringed, the court encouraged the parties to narrow issues by
agreeing, where possible, to interpretations of vafious claims in
the patents. After the parties engaged in this process, however,
many disputes remained concerning claim interpretation’. Hence, the
court scheduled a Markman hearing, and the parties filed claim
construction briefs (Docket #s 65, 69 ahd 75), a joint compilation
of exhibité (Docket #s 70-72), and expert reports and declarations
filed independently (Docket #s ). A hearing was held before the
undersigned.on April 18, 19, 20 and May 16, 2001, at whichbexpert
testimony, demonstrative evidence, exhibits and argument were

offered by the parties (Docket s 93-96). The undexrsigned has

1. Of course, the court is not concerned with the accused product
or practice at this point. Claim construction is accomplished
sindependent of the accused product. " Embrix, Inc. v. Service
Engineering Corp., 216 F.3d 1343, 1347 (Fed. Cir. 2000); Union 0il
Company of California v. Atlantic Richfield Co., 208 F.3d 989, 934
(Fed.Cir. 2000). ‘

2. plaintiff initially asserted a total of thirty-nine (39) claims
which contain thirty-four (34) instances of disputed claim language.
The claims-in-suit are claims 1-3 of the 'S73 patent, claims 1-8,
10-14, and 26-27 of the '734 patent, and claims 1-10, 12-1S5, 22, and
36-41 of the '440 patent. Plaintiff also seeks to assert claim 11
of the '440 patent, and defendants challenge this on the basis that
it was added just prior to the briefing prior the hearing (Docket
#75 at 17-18). While the undersigned agrees that claim 11 was
submitted late in the day, the terms used therein are not unique.
Hence, for purposes of claim construction, no new burden is imposed
for the parties or the court by including claim 11 at this stage.:
The question of the propriety of this claim being considered by the
court in ruling on the ultimate issue shall be held in abeyance.

-2

QA0 72A
(Rev. 8/82)
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considered all of the briefs, exhibits, testimony and argument

submitted. The following conclusions of law are recommended.

1. THE LAW OF CLAIM CONSTRUCTION

Construction of patent claims is a matter exclusively

within the province of the court, and is a determination made as a

matter of law. Markman V. Westview Instruments, Inc., 517 U.s. 370,

372 (1996); Interactive Gift Express, Inc. v. Compuserve, Inc.,,

231 F.3d 859, 865 (Fed.Cir. 2000); Markman v. Westview Instruments,

Tnc., 52 F.3d 967, 979 (Fed. Cir. 1995). In wmaking this
determination, "the viewing glass through which the claims are

construed is that of a person skilled in the art.” Interactive Gift,

231 F.3d at 866.

A. INTRINSIC EVIDENCE

Intrinsic evidence is the most important source of
information in construing the language used in a patent. Vitrionics

Corporation v. Conceptronic, Inc., 90 F.3d4 1576, 1582 (Fed.Cir.

1996) . nIntrinsic"® evidence consists of the claim language, the

QA0 T2A
(Rev. 8/82)

specification and the prosec;E_i:;n history. 1d.; Mérkman, 52 F.3d at
979. "In construing claims, the analyticél focus must begin and
remain centered on the language of tﬁe claims themselves, for it is
that ~ language that the patentee chose to use to ‘'particularly

point [] out and distinctly claim[] the subject matter which the

patentee regards as his invention.' 35 U.S.C. §112, §2." Interactive

Ggift, 231 F.3d at 865.
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The purpose of a patent is to secure to the patentee "all
to which he is entitled" while "apprisling] the public of what is
still open to them." Markman, 517 U.S. at 373. In construing the
scope and meaning of a claim, terms used in the claim are to be
given their ordinary meaning to one skilled in thé art unless it

appears from the patent and file history that the terms were used

differently by the inventor. d.; Intellicall, supra; Phillips

Electronics v. Universal Electronics, Ihc., 930 F.Supp. 986, 397

(D.Del. 1996). Thus, the court must first look to the language of
the patent claim. ©If the claim language is clear on its face, then
[the court's] consideration of the rest of the intrinsic evidence is
restricted to determining if a deviation from the clear language of

the claim is specified." Interactive Gift, 231 F.3d at 865. A

patentee, after all, may «choose to be his own lexicographer and use
termé in a manner other than their ordinary meaning.* Vitrionics, 90
F.3d at 1582.

The court may also find that a deviation from the plain
meaning of the terms used in a patent claim is warranted because the

patentee, in amending a claim before the PTO or in arguing to

QA0 72A
(Rev. 8/82)

distinguisha Leference—to—prior—&fe7~has~¥e44nquishedﬂpa;tpof_xhat_m.W

would normally be included within a claim's plain meaning.

Interactive Gift, 231 F.3d at 865, quoting Elkay Manufacturing Co.

v. Ebco Manufacturing Co., 192 F.3d 973, 976 (Fed.Cir. 1999).-
Hence, "[ilf a patentee takes a position before the PTO, such that
a ‘competitor would _reasonably believe that the applicant had

surrendered the relevant subject matter, ' the patentee may be barred

-4 -
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from asserting an inconsistent position on claim construction.™ Katz

v AT&T Corp., 63 F.Supp.2d 583, 591 (E.D.Pa. 1999). This does not

mean, however, that every amendment, or every attempt by an
applicant during the application process to distinguish prior art,
automatically results in a corresponding limitatioh during claim
construction. "Unless altering claim language to escape an examiner
rejection, a patent applicant only limits claims durihg prosecutioh

by clearly disavowing claim coverage." York Products, Inc. V.

_Central Tractor Farm & Family Center, 99 F.3d 1568.‘1575 {Fed.Cir.

1996) .
Further, although the specification may. be "the single

pest guide to the meaning of a disputed term." Vitrionics, 90 F.3d

at 1582, the court must be careful to use the specification to
ascertain the meaning of disputed claim term, and not merely to

impose a limit on a claim term. Interactive Gift, 231 F.3d at 865

66; citing Comark communications, Inc. V. Haryris Corp., 156 F.3d

1182, 1186 (Eed.Cir.'1998)("fine line" exists between "reading a
claim in light of the specification™ and impermissible practice of

nreading a limitation into the claim from the specification.”).

B. EXTRINSIC EVIDENCE

"In most situations, an analysis of the intrinsic evidence
alone will resolve any ambiguity in a disputed claim tefm. In such
circumstances, it is improper to rely on extrinsic evidence.® Id.,
90 F.3d at 1583. In cases where the scope of the invention 1is

described unambiguously by the intrinsic evidence, it is improper to

wAQ 124 -5-
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consider extrinsic ‘evidence. Id. The public is entitled to rely
ﬁpon the "public record® of the invention, i.e., the claims, the
specification and the file history.'lg., citing Markman, 52 F.3d at
978-79. “Allowing the public record to be altered or changed by
extrinsic evidence introduced at trial, such as expert testimony,

would make this right meaningless.” vitrionics, 90 F.3d at 1583.

This same limitation applies whether it is the alleged infringer or
the patentee who seeks to alter the scope of the claims. Id.

only if there were still some genuine ambiguity in the
claims, after review of all available intfinsic evidence, should the
trial court have resorted to extrinsic evidence, such as expert
testimony . . -.." Vitrionics, 90 F.3d at 1584. Further, even if
expert testimony is accepted and properly considered, it should be
afforded no weight if it is inconsistent with the specification and
file history. Id. Likewise, the inventor's subjective intent, if
not expressed in the patent documents, is not entitled to any
weight. Id.

In fact, a preferred type of extrinsic evidence, useful to

demonstrate how a particular term is used by those skilled in the

‘:'rt"___i_s a pri.nr art. reference, whether ox not._that_ reference is

cited in the specification or file history. Vitrionics, 90 F.3d at

1584. Again, however, consideration of such extrinsic evidence is
«~unnecessary, indeed improper, when the disputed terms can be
understood from a careful reading of the public record." Id.

This does not mean that gxtrinsic evidence ought never to

be considered. on the contrary, extrinsic evidence may be

«A0 24 -6-
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appropriate for a purpose other than clarifying ambiguous language
in the patent:

A judge is not usually a person conversant in the
particular technical art involved and is not the
hypothetical person skilled in the art to whom a
patent is addressed. Extrinsic evidence, therefore,
may be mnecessary to inform the court about the
language in which the patent js written. But this
evidence is not for the purpose of clarifying
ambiguity in claim terminology. It is not ambiguity
in the document that creates the need for extrinsic
evidence but rather unfamiliarity of the court with
the terminology of the art to which the patent is
addressed. '

Markman, S2 F.3d at 986.° The court may, then, and in this
instance, did, xresort to extrinsic evidence for the purpose of
determining “what one of ordinary skill in the art at the time of

the invention would have understood [a particular] term to mean.”

Id.; see also, pPitney Bowes, Inc. V. Hewlett-Packard Co;, 182 F.3d
1298,.1309 {Fed.Cir. 1999). Technical treatises and dictionaries,
although extrinsic evidence, may be consulted "at any time in order
to better understand the underlying technology . . ..° Vitrionics,
90 F.3d at 1584. Dictionary definitions may be used by the court

nwhen construing claim terms, SO long as the dictionary definition

does not contradict any definition found in or ascertained by a

reading of the patent documents." Id.

3. Indeed, as one who felt (and still feels) uncomfortable with
the technology of the 20" Century, and who will undoubtedly
feel increasingly so with the technology of the present
century, this explanation from the Court of Rppeals in Markman
is particularly trenchant.

QAQ 2A
(Rev. 8/82)
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C. MEANS - PLUS- FUNCTION CLAIMS

Also relevant to the construction of the claims at issue

in this case is the "means-plus-function" format of stating patént
claims:
An element in a claim for a combination may be
expressed as a means of step for performing a
specified function without the recital of structure,
material, or acts in support thereof, and such claim
shall be construed to cover the corresponding
structure, material, or acts described in the
specification and equivalents thereof.
15 U.Ss.C. §112, Y6 (1994). nThis provision of the patent statute
permits a patentee to write a limitation in a combination claim as
a means for performing a function without reciting structure,
materials or acts in the limitation." Katz, 63 F.Supp.2d at 592.
When interpreting a claim written in the "means-plus-function®
format, the court must construe the functional language of the claim

"to cover the corresponding structure, material, or acts described

in the specification and ecuivalents thereof.® 35 U.S.C. §112;

valmont Industries, Inc. V. Reinke Manufacturing Co., Inc., 983 F.2d

1039, 1042 (Fed. cir. 1993). The patentee, however, must describe

in the specification some structure which performs the specified

function. 1d., at 1042.

In determining whether to apply the statutory
procedures of section 112, § 6, the use of the word
“means®” triggers a presumption that the inventor
used this term advisedly to invoke the statutory
mandates for means-plus-function clauses. 35 U.s.C.
§ 112, § 6 (1994); see Greenburg V. Ethicon Endo-
surgery, Inc., 91 F.34 1580, 1584, 39 uyspQ2d 1783,
1787 (Fed. Cir. 1996) . Nonetheless, mere
incantation of the word "means” in a clause reciting
predominantly structure cannot evoke section 112,

6. {citations omitted]. Conversely, *[t]lhe

. 8-
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recitation of some structure in a means plus
function element does not preclude the applicability
of section 112(6)." Laitrim Corp. v. Rexnord, Inc.,
939 F.2d 1533, 1536, 10 UsprQ2d 1367, 1369 (Fed. Cir.
1991) . :

vork Products, Inc. V. Central Tractor, 99 F.3d 1568, 1574 (Fed.
cir. 1996). Thus, "[tlo invoke this statute, the ‘alleged means -
plus-function claim element must not recite a definite structure

which performs the described function." Cole V. Kimberly-Clark

Corp., 102 F.3d 524, 531 (Ped. Cir. 1996). The court must "decide
on an element-by-element basis, based upon the patent and its
prosecution history, whether § 112, § 6 applies.® 1d.

once having Adecided that the mea_ns-plus—function analysis
applies, the court should: (1) determine what function the means
performs, and (2) find in the claim language a link bgt.ween the
- means and the function. Katz, 63 F.Supp.2d at 593. Thé

specification is next considered, and the court “"must determine what

structure, material or acts . . . correspond to the word ‘means.'‘'"
Id., citing Chiuminatta Concrete Concepts, Inc. V. Cardinal
Industries, Inc., 145 F.3d 1303, 1308 (Fed.Cir. 1998). There is no

specific level of detail necessary in the description of structure,

so long as one skilled in the It would identify the structure from

the description. Atmel Corp. V. Information Storage Devices, Inc.,

198 F.3d 1374, 1381 (Fed.Cixr. 1999).

QA0 T2A
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2. SUMMARY OF THE EVIDENCE
A. BACKGROUND AND CLATM LANGUAGE

The patents—in—suit stem from a patent application
initially filed with the United States Patent and Trademark Office
(USpPTO) in June, 1988. In fact, the '734 and '440 patents are
"continuations",\of the '573 patent, disclosing additional inventions
arising from the original ijnvention. Unsurprisingly. therefore, the
patent specifications for the '734 and '440 patents mirror the
patent specification for the '$73 patent.

The patents each address a "system and associated/ method
for the electronic sales and distribution of digital audio or
digital video signals, and more particularly, to a system and method
which a user may purchase and receive digital audio or digital video
signals from any jocation which the user has access .to
telecommunications lines.” (Docket #70, Exhibit 51 at 1).

In its first claim, the 'S73 patent discloses a four-step
method of transmitting a digital audio or video signal including
steps addressed to: (1) transferring money electronically; (2)

connecting two “memories® by telecommunications lines so that a

«A0 124
(Rev. £/82)

signal can bié transmitted from the first to the second; . (3)
transmitting the signal; and (4) storing the digital signal in the
second memory. Claim 2 is a dependent claim, building on the first
claim by adding the step of searching for and selecting a desired
digital signal from the first memory. Step 3 is, in turn, dependent
on claims 1 and 2, and discloses additional steps in transferring

money, specifically the steps of telephoning the first party and

-10-
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providiﬁg the second party's credit card number "so the second party
is charged money."*

| The *734 patent, which has claims 1-8, 10-14, and 26-27 in
suit, discloses in claim 1 the same basic invention as was disciosed.
in the '573 patent, but with the addition of steps involving the use

of a "hard disk® and "sales random access memory" by the selling

party, and "electronic coding" of the signal to prevent unauthorized
copying thereof. Claim 2 adds the use of a "second party integrated
circuit® and ‘a "control panel®" to execute commands during ‘the
process described in Claim 1. Claim 3 describes an "jincoming random
access memorf cﬁip".in the buyer's possession which temporarily
stores the incoming digital signal until it is transferred to the
buyer's hard disk. Claims 4-8 describe the use of a "control
integrated circuit® in this process, and claims 10-14 describe the
use of "telephone lines" as a type of “telecommunications lines® in
the invention disclosed in Claim 4. Claims 26 and 27 summarize much
of the preceding claims, and disclose a "means or mechanism for the
first party to charge a fee to the second party remote from the

second party location.”

A0 12A
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_method for transferring digital audio or digital video signals, but

The 7440 pitéﬁt‘hES“sixty=threem1fﬁ¢wciaimSTﬁofmwhich_Tra~mm;me.

15, 22, and 36-41 are at issue. Again, - the claims set forth a

also disclose methods for playing such digital signals on an

integrated system used by the second party.

4. The remaining claims of the 'S73 patent are not asserted in
this suit.

- 11 -

Page 01316



Best Available Copy

The actual language of a claim is the key consiaeration in
ény construction of a patent; that’language is not reproduced as an
attachment to this Report, but is seﬁ out at length in the text as
appropriate. . so too, cer.tain intrinsic evidence, the - patent

specifications and prosecution histories, are set fo-rth in relevant

part during the analysis portion of this report.

B. OTHER EVIDENCE

other evidence presented, in the nature of declarationms,
dictionary definitions, expert testimony, etc., will, likewise be
set forth in relevant part as néceésary to discuss particular
jssues. However, the court will summarize the testimony presented
at the hearing from the expeft witnesses (which is premised upon
declarations earlier submitted by the parties). This testimony has
been relied upon by the undersigned to understand the technology
underlying the patents-in-suit, and to determine the level of
education and experience which would define "one skilled in the art”
in this case. The court will also indicate during the.analysis

portion which, if any, of the extrinsic evidence has been considered

«AO0 724
(Rev. 8/82)
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i. Dr. Tygar

Justin Douglas Tygdar, Ph.D., testified as an expert on
behalf of plaintiff (Docket #95 at 4-41). Dr. Tygar is a professor
at the University of California at Berkeley in the department of
electrical engineering and computer science (Id., at 4). He works

in the area of software engineering, computer security and

S12-
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electronic commerce (1d., at S). He has also "had occasion® to work
with digital audio (Id.). Dr. Tygar is a senior member of the
Institute of Electrical and Electronic Engineers (IEEE) (1d.).

Dr. Tygar explgined the process of recording sound both by
analog and digital means. BHe explained that a “digital convertexr"
takes an analog representation of a sound wave, samples it at many,
many points, méasuies the ‘signal ‘at each sampling point,
representing the measurements with binary numbers (Id., at 8-9).
The <reverse process 1is used -to change the digital sound
represéntations back into an analog sound wave through a process of
‘wjnterpolating® a sound wave between the digital signals. This, in
turn, can be played‘through a speaker to create audible sound waves
(Id.., at 9).

VDigital audio may be stored on a compact disk, and then
“read} by a laser. The benefits of this technology are obvious to
all, most notably the fact that, unlike vinyl records, CD's, unless
damaged, will retain the digital information unchanged indefinitely.

"Compressed" digital audio, whereby the binary

representation of a sound wave is made smaller by, for example,

eliminating repeated signals-— isT—in—Prr-Tygar*s—opinion, —stiill

«AO 724
(Rev. 8782)

digital audio (Id.. at 3).
pr. Tygar also testified that there is a difference

between digital sound on one hand, and digital instructions for

sound on the other. He compared the MIDI format (for "Music

Instrument Digital Interface®), Or instructions for sound, with

sheet mnmusic. The MIDI instructions, which are binary, tell the
13-
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computer what sounds to make on an internal synthesizer (Id., at 13-
14; Docket #74,.Exhibit B at 5-8). He contrasted Fhis with a sound
wave represented digitally, which, although also stored in binary,
permits a computer progrém to reproduce a sound wave which has been
recorded. One of the differences between MIDI and diéital sound is
that vocals cannot be faithfully represented in MIDI format, while
digital sound has no such limitations (Docket #95 at 155. MIDI,
although versatile, is, in Dr. Tygar's opinion, simply a series of
on/off commands (Id., at 6) .

. A Dr. Tygar also testified concerning the advantages

inherent in sending digital music from one computer to another (Id.,

at 17). There is no need for packaging, no stock problems, low

overhead, and presents an easier way to find and kéep in storage
various types of music (Id., at 17-18) . '

l part of Dr. Tygar's expert report is also addressed to the
nature of telecommunications systems {Docket #74, Exhibit B at 8-,
14) . He testified that about 80% of households have a "direct link"
to a telecommunication provider's ncentral office" (Docket #95 at

18) . Although the connection between a private home and a central

] —-sffice is now, and-was_ i 1988 Tikely to be Typper wire Carry ing

electric impulses, the telephone network is mostly digital from the
central office until the individual communication reaches the other
party's copper lines (Id., at 19). Hence, in 1988, as today, &
telephone cali could proceed entirely through copper wire as
electric impulses, it could be changed into light impulses and

travel through fiber optic cable, and it could also travel as radio.

«AO 724 - 14-
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N waves, oY a combination of all three types (1d., at 20). Today,
L most telecommunications links are establisﬁed through the fiber
optic "backbone network® used by all telecommunications companies
(Id.. at 19).

There is in the ielephone industry a céncept known as
"multiplexing” which occurs in telephone 1links. Time pivision
Multiplexing,.or *TDM, " occurs when calls are digitized and broken
up into segments. These segments are senﬁ.in orxrder, with segments
from other telephone calls placed in between, then reassembled at
the other end (1d., at 21)°. In Dr.’Tygar's view, thié aoes not
create a "continuous physical conduction path" between the person
sendlng and the person receiving a telephone call (Id.).

The Internet uses the same infrastructure as is used by
the telephone éystem, including te}ephone lines and the fiber optic
"backbone" {(I1d., at 22}. There is "end to end cohnectivity" in an
Internet transaction in that the computers at opposite ends of a
transmission must establish communication with one another, i.e, a
nsession." {Id.). On cross-examination, Dr. Tygar conceded that a

book he uses in instructing his students provides a definition of

"eonnection"_whi ehdoes not_Amciuder: -theInternet,—but_does include
the telephone network (1d., at 37). He believes this to be an error
in the text (Id., at 40),.and noted when he was recalled as a

witness that the same text, at a different point, clearly states

S. For example, if three calls, A, B and C were sent through the
TDM process, the segments might share a fiber optic strand in
the order RABCABCABCRABC. The segments are then reassembled
prior to reaching the ultimate destination, ARAA, BBBB, CCCC.

A0 T2A ‘ ) ' -15-
(Rev. 8/82)

Page 01320



Best Available Copy

that a type of connection is made over the Internet (Id., at 161),

and that the ultimate delivery to the receiving user in an Internet -

communication .is in the same order as it was sent (1d., at 162).

Cell phones use radio waves, and céll segments may be
*handed off" bétween cells in a network while the celi phone user is
traveling (gi_.i, at 23). This is comparable to the manner in which
the Internet uses different means of routing a messagde, i.e., the
path used for different "packets® of ‘information may change.

pDr. Tygar also offered opinions concerning the meaning of
various terms in the pateﬁt. Briefly, they are that one skilled in
the art would not have interpreted the Hair patents (the patents-in-
suit, identified by the inx}entor's name) as covering instrﬁctions to
produce sound, ©OT MIDI (Id., at 25). Further, the process of
_compressing or storing digital audio is not in the nature of
"com;;uter jnstructions" (Id., at 27)}.

Also, the term "telecommunicatiéns" as used in the
patents-in-suit includes both telephone communications and TCE/IP
'networks such as the Internet (1d., at 28). Each provides end-to-

end connectivity, and uses the same infrastructure (Id., at 29).

T Rureher;- -~¥i3M«hé—é:ﬁihyl:é%ﬂiﬁf—fﬁé—é;"'—"Eiilthe_-packéf-_swucn_.n ature_ of
~ the Internet (Id.).
Thé term "telephoning® includes both human and machine-
jnitiated calls (Id.).
"providing payment electronically" can constitute any
means of payment which is accomplished over telecommunications

lines, such as the buyer providing his or her credit card number, oxr

“AQ T2A - ]6 -
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the more advanced means of electronic commerce systems now being

used on the Internet (Id., at 30).

ii. Professor Larky

Arthur I. Larky, Ph.D., is professor emeritus at Lehigh
University where he taught as a tenured professor in electrical
engineering and computer science from 1960 until his retirement.
(Docket #95 at 44-45; Docket #68) . ‘He holds a Ph.D. in electrical
engineering (Docket #95 at 47), and has extensive experience
teaching the use of computers in the telephone system for Bell
TeAlephone Laboratories from 1962 through 1992 (Id., 47-48). He has
also helped design telephone switching systems and performed
experimental work for telephone companies (Id., at 49). He was
called by the defendants. ‘

professor Larky reviewed the Hair patents and concluded
that one "skilled in the art" for purposes of those patents would be
"someone who had a background in computer engineering or a
combination of computer engineering and computer programming

background and about two Yyears experience in actually doing some

Eiungs 1nthe giﬁeld. LI § (< 3€ 50=51)7

Doctor Larky testified that an integrated circuit (IC) is
a microprocessor or the "brains" of a compuﬁer (1d., at S3). Random
Access Memory (RAM) is the nbasic storage unit for programs and data
on a computer." (Id., at 54). Although the patent lists "incoming®
and "playback® RAM separately, such functions are normally performed

by the same "set of chips®" in a computer (Id.). The "hard disk" of

«AO 12A -17-
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a computer is a metal disk which retains information recorded on it
ﬁntil that information is erased (Lg;, at 55).

pr,. Larky testified that it was common in 1988 to connect
two computers directly by means of telephone lineg (Id., at S6).
One would use the keyboard or the mouse to instruct the computer to
make a telephone connection through a modem (Id., at 157—58).
Further, there were also, in 1988, services available which would
provide computer files for download over telephone lines (Id., at
58). Files which produced audible sounds could also be downloaded
in this time frame (Id., at 59).

Professor Larky described the connection made between
computers via telephone jines in .1988 as establishing a "direct line .
connection" ‘in that a wire would connect the computer to the
telephone company, and the company would “close ;he necessary
switéhes" so that the signals reach the other end (Id.}. There is,
in his view, allowing for the use of fiber optics, "a closed
electrical path" from one computer to the othexr (Id., a; 60). The
telephone system was using both analog and digital forﬁats in 1988
(Id., at 63).

Important to his discussion- of the nature of the
connections made is the concept of "conductioh path," which has two
meanings. The firsﬁ is an electrical conduction path whereby
electrons flow through a wire, and the second denotes a path through
which a conversation is conducted, but which is not necessarily

purely electrical in nature (Id., at 65).

«AQ 2A - 18-
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Dr. Larky also addressed time division multiplexing, or -,
TDM, which, he explained, works because the éegments are always in
a predetermined order. Hence, the receiving multiplexing equipment
parcels the information out in the order .in which it is received
(Id., at 67-68). Further, each piece-of information or segment
follows the same path as the first. These segments are not
individually “addressed" in any way because they are "in step" and
are thus sqrted out on the receiving end (ig., at 68, 71). There is
also no means for verifying the correct delivery of information
(Id., at 72). 1In Dr. Larky's view, as of 1988, a "solid conduction
path" would exist between computers which accessed each othexr over
the telephone system (Id., at 73) .

As of 1988, two computers could connect via modem over
telephone lines and exchange data (Docket #68 at 7). This is‘
accomélished in "a single, unbroken transmission." Data exchange
via a package—sﬁitch network occurred in 1988, as it does today, by
the "executing computer dividing up data into packets as described
by internet protocols, transmitting each packet individually to the
second computer by way of network routers. The second computer,
after recéiving all of the packets, reassembles the data into its
original form. During the packet-switch transmission, no
scontinuous point-to-point conduction path"'is established between
the computers, and the information is not sent in one unbroken
transmission (ig.).

At the hearing, Dr. Larky explained that the information

being exchanged in an Internet transmission is broken down into

QAQ 72A -19-
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, packets by the sending computer, and that the packets are
individually "addressed" sO that the particular packet's proper
place in ~order can be jidentified at the othex end of the
transmission (Docket\#9s at 74). The packets are sent over the
telephone system to Internet "nodes,” wheré a compuﬁer "looks" at a
packet and sends it on té another such node, an so on toward its
final destination (Id., at 74). Not- all packets from the same
transmission necessarily follow the same path (Id., at 75). Also,
a particular packet may be detained, with some packets sent later
arriving at their destination before packets sent earlier (Id., at
77). A person skilled in the art would have been aware of the
existence of the Internet as of 1988 (Id., at 78).

Iin summary, pr. Larky indicated that the Internet is
connectlonless and best- effort and, therefore, inherently less
rellable than a telephone connectlon (Id., at 79). The Internet is
nconnection-oriented, " which means it attempts to do what a
connection would do (Id., at 89). He contrasted the used of TDM by
the telephqne system on the basis that TDM packets are of uniform
length, whereas Internet packages are of varyéng‘lengths i;g., at
85) . A packet used in a switch network has a “"checksum” and an
raddress, " consisting of digital jnformation which tells a receiving
computer how large the total communication should be, and the
ultimate destination, respectively. "Segment" is a term used to
identify a TDM bit of information, as opposed to ~packet" (Id., at

88) .

“.AO T2A -20 -
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The Internet operates according to the Transmission

Control Protocol and the Internet Protocol (rTCP/IP"), which are

part of the Intermet Suite of protocols (Docket #68 at 4). TCP
governs how data is broken down into packets, IP governs the routing
of the packets, and TCP governs how the packeﬁs ere recombined
(1d8.) -

on cross-examination, Dr. Larky conceded that connections
exist between each reuter, or on each "leg," of a packet-switch'
network (Docket #95 at 98-100) . In fact, Newton's Telecom
bictionary (Plaintiff's Exhibit A at page 680) states that "TCP
first establishes a connection between the two systems that intend
to exchange data" (Docket #95 at 102-03). Dr. Larky was also shown
a glossary of telecommunications terms from the Federal Sstandard,
marked as plaintiff's Exhibit B (Id., at 104). There is no date on
this .exhibit, although there is reference therein to standards
adopﬁed in 1994. 1In that glossary,_"telecommunications" is defined
as meaning any transmission by wire, radio, optical or other
eleetromagnetic systems (Id.).

pr. Larky, too, offered an opinion concerning the Hair
patents. In ﬁis view, one skilled in the art in 1988 would have
understood "that the Internet is connectionless” and that
“connecting electronically via a telecommunications line" would noﬁ
apply to Internet communications (Id., at 90) . Further, there is no
reference to eomputer networks in the patents oxr the accompanying

papers, and no reference to the Internet or packet-switch networks

(1d., at 92).

-21-
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Dr. Lafky_also'filed a rebuttal declaration {(Docket #88)

) ih which he explains that a user of the In;ernet today normally has

a continuous connection with the Internet Service Provider ("ISP")

over a telephone iine, and that the ISP then "affords access" to the

Internet (Id., at 8). There is, however, no “simiiar connection®

formed with the server of the ISP and qther routers and servers
located on the Internet (;g., at 9).

iii. James A. Moorer, Ph.D.

Also testifying for defendants was James Anderson Moorer,
an expert in the field of digital audio signals and digital audio
music (Docket #95 at 110-11; Docket #86). He has'Bachelor's Degrees
in electrical engineering and applied mathematics, and a Ph.D. in
computer sciénce (Docket #95 at 113). He has extensive experience
with digital audio, including work with Lucasfilm and later for his
own firm, Son%c Solutions (Id., at 114). Dr. Moorér has created
software which address sound concerns in the film industry (Id., at
114-115), and- has published in the area of digital audio, and has
taught courses at Sstanford University in that field (1d., at 11s-
16) . He built a number of products.used in the digital audio field,
and composed digital audio music, including the theme played before
the feature film in every theater equipped with a THX sound system
(Id., at 116-;7). He has received numerous awards, including an
Emmy and a technical Oscar (Id., at 117).

Dr. Moorer believes one nskilled in the art" for purpose$

of these patents would possess a degree in engineering or computers,

.22 -
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wave, would not have been practical in 1988 on account of the size

This is because commercially available.hard drives at that time were

but that some experience or skill in digital audio or digital music
would be necessary as well (Id.. at 112).
In 1988, the Pulse Code Modulation ("PCM®) format, the

format described by Dr. Tygar as 2 digital.representation of a sound
of such files, while MIDI and other formats would have been (1d.) -

between 10 to 40 megabytes in size for a consumer (1d., at 143),
while suchv hard drives were as large as 85 megabytes for
professional applications (Id., at 144) . The 85 megabyte size would
have allowed for the storage of about 8 minutes of music in PCM
format (Id.). To do «thousands" of songs, as referenced in the
paténts, would have required about 30’gigabyies of storage space, a
size not commercially viable for consumers at that time (XId., at
145)..

‘ However, thousands of songs could have been stored at that
time in MIDI férmat (1d., at 146). Fof example, a performance of
Beethoven's piano sonata "Fur Elise" played for the court in PCM
format was 74,000 bytes for 6.7 seconds, while three minutes of the
same music in MIDf format was 6,600 bytes (Id., at 148-49). In Dr.
Moorer's opinion, MIDI is digital music "(Id., at 149), although
" [i]n some ways, MIDI operates like the old player pianos, in that
it is capable of recording the exact perfofmance without having to
record the soﬁnds.“ (Docket #8686 at 10) . In fact, .he would have
chosen MIDI as the commercially viable fgrmaf in 1988 for the

invention disclosed in the patent (Docket #95 at 150].

-23 -

Page 01328



Further, the CD format in 1988 included both *digitized
audio® as well as ‘"music encoded as MIDI data and graphical
information as well.“ (Docket #86 at 3). “Therefore, as of 1988,
the complete specification for CD- -based audio was not merely sound
waves in digital form, but also included 1nstructlons of various
kinds, optionally including MIDI data.™ (Id., at 6).

211 forms of digital music, MIDI or otherwise, go through
a digital to analog converter and then to a speaker (Id., at 121).
The audio format for a compact disk was first published in the early
1980's (Id., at 123). One form of representations on a CD is pulse
code modulation or PCM (Id.). PCM audio on a compact disk is more
than a sound wave converted to binary form (lg,, at 124). There are
correction codes and instructions which direct the decoding process
(;g[, at 124-25), as well as instructions which start and stop the
individual' tracks (Id., at 125). Some CDs in 1988 had MIDI
information on them (Id., at 127).

There were forms of digital audio in 1988 other than PCM
or MIDI ( Id., at 128; Docket #86 at 5). All of these forms contain
some kind of instructions ox directions, such as commands to the
decoding software and hardware concerning interpretation of the data
{(Docket #95 at 129). MP3 is another means of digital audio, and it
also contains instructions (Id., at 130) .

MIDI revolutionized music in the mid-80's, by allowing
artists to play complex pieces without doing so_ all at one time

(Id., at 132). MIDI does have limitations, such as the inability to

aAQ 72A . - 24 -
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represent voices well (1d., at 136) . MIDI, however, does not lack

nuance (Id.).

All methods of producing sound digitally ultimately

involve *numbers that describe how to make a sound pressure wave.

in other words, they include instructions to a computer decoding
device as to how to create a Voltage that can then be sent to a
loudspeaker'or headphone. " (Docket \#86 at 12). ‘ '

_ In Dr. Moorer's opinion, the 'invento:;? did not exclude MIDI
from the definition of ndigital audio music" (Id., at 113). Rather,
Mr. Hair was referring to any means of using zeros and ones to
encode musical sound (Id., at 138). The witness based his opi.nion'
on the fact that the patents do not use words wsound wave" or "sound
pressure wave" at any point, and there is no limitation in the
patent on the way the music is stored digitally (id., at 139).

Also, the use of the term nlaser retrieval" in the
specification means any information which can be placed on CD (xd.) .
MIDI is not excluded by this language (Id., at 141) .

nsoftware" as used in the patent means a Wway of
representing digital music as opposed to being a physical device
(1d., at 142). Thus, any method of creating music from zeros and

ones appears acceptable under the patent (Docket #86 at 12).

3. CONSTRUCTION dF THE CLAIMS PRESENTED AT THE MARKMAN HEARING

The parties dispute the meaning of numerous terms, many of

which are used throughout the three patents-in-suit. The court will
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initially focus upon the four terms which the parties recognize as

being at the center of the dispute in this matter.

A. ®Digital Audio signal*®

- This term appears in each of the patents, beginning with
the '573 patent in Claim 1, which begins "A method for transmitting

a desired digital audio signal stored on a first memory . . ."

(Ddcket #69, Exhibit J at 6) (italics added). Plaintiff maintains
that this term should be construed to mean "3 sound wave converted
to binary form." (Dbcket #69 at 11). Defendants assert that the
term's proper construction should be thus:

‘A representation of audio in binary form intended to

produce an audible sound. It can be recorded sound,

a sound effect, or instructions for producing a

sound, and need not be a complete song.
(Docket #65 at 1S5). The essence of the dispdte in this instance is
whéther or not the term ~digital audio signal® includes MIDI
instructions oxr computer software programs as opposed to simply
digital representations of audible sounds.

MIDI is a means of creating musical sounds by instructing
a computer to play a synthesizer to produce a specified tone. vB?
contrast, Pulée Code Modulatioh, or PCM, is a means of converting a
sound wave into binary form so that the same sound wave (or one so
close to the original so as to be indistinguishable by the human

ear) may be produced when the binary language is interpreted by a

computer and sent through a digital/analog converter to a speaker.

26 -
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Sightsound asserts that the phrase rdigital audio music"
does not include MIDI representations. Resort to contemporaneous
dictionary definitioﬁs for those skilled in the art supports this
conclusion. The 1EEE6 Standard Dictionary of Electiical and
Electronics Terms in 1988 defined "audio" in the context of data
transmiseion as ‘"pertaining to - frequencies cdrresponding to a
normally_audible sound wave - roughly 15Hz-20Hz." (Docket #69,

Exhibit A). "Digital" is defined as rpertaining to data in the form

of digits." (1d.. Exhibit B). “Signél," again as eﬁployed in the

context of data transmission, is "(a) a visual, audible or other
jndication used to convey infoxrmation; (b) the intelligence, message
or effect‘to be conveyed over a communication system; (c) a signal
wave; the physical embodiment of a message.” (xd., Exhibit Q).
Defendants argue that the phrése nsound wave, " .which is
part of Sightsound's proposed definition of "digital audio signel,"
is nowhere to be found in the specification. While this 1s true,

wsound wave®" is part of the IEEE definition of "audio," and is a

source to which one skilled in the art would refer in construing the

claim terms. Indeed, Sightsound persuasively argues that, relying

‘'upon contemporaneous trade definitions, the term."digital audio

signal" refers to *a normally audible sound wave® which has been
represented as ndata in the form of digits" for purposes of sending

or conveying it.

6. The Institute of Electrical and Electronic Engineers, which is
part of an American National Standard (ANSI) .
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Resort to the specification for purposes of determining if
a different meaning was intended by the patentee does nothing to
change the meaning of the phrase. The specification of all three
patents provides several clues concerning the meaning of rndigital
audio signal." A review of the specification in some detaii at this
point will serve to provide needed background for this term, as well
as for the other terms which remained to be construed.

First, in rather graceless language in common to the
species, the specification contains a description of the field of

the invention:

The present invention is related to a method
for the electronic sales and distribution of digital
audio or video signals, and more particularly, to a
method which a user way purchase and receive digital
audio or video signal from any location which the
user has access to a telecommunication line.

(Docket #70, Tab 51, '573 Patent at col. 1, lines 9-14). What
follows is a description of the then-existing "medium" or “hardware

units® of music, which include records, tapes and compact discs

(Id.. lines 17-68). Throughout this discussion, the disadvantages

inherent in the use of rhardware units" for storing, selling and
playing back music are discussed. Then, the advent of digitizing
sound is discussed:

QUALITY: Until the recent invention of Digital

Audio Music, as used on Compact Discs, distortion
free transfer from the hardware units to the stereo

system was virtually impossible. pigital Audio
Music is simply music converted into a very basic
computer language known as binary. A series of

commands known as 2zeros and ones encode the music
for future playback. Use of laser retrieval of the
binary commands results in distortion free transfer
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of the music from the compact disc to the stereo
system . . ..

(rd., lines S0-59). With respect to copyright protection of musical

pieces,. the specification indicates that, "[ilf music exists on

hardware units, it can be copied." (Id., col. 2 lines 8-9).

Thus, the objectives of‘ the invention are listed as
providing a new “methodology/system® to: (1) “electfonicélly sell
and distribute Digital Electronic Music"; (2) “electronically
storing and retrieving pigital Audio Music"; (3) electronically
sorting, cuing and selecting Digital Audio Music; and (4) preventing
nynauthorized electronic copyiné" of Digital Audio Music. (Id.,
lines 10-23).

The specification goes on to explain that Digital Audio
Music, in the disclosed invention, is stored on only one piece of
chardware," that being a hard- disk (Id., lines 31-34). This
eliminates the former types of rhardware" identified in the
specification, namely erecords, tapes, or compact discs.” {Id., line
34). The reader is further informed that, "(ilnasmuch as Digital
Audio Music is software anld] this invention electronically
transfers aﬁd stores such music, electrénic sales and distribution
of the music can take place via telephone lines onto a hard disk."
(Xd., lines 63-67). A more concise description of the invention is
then provided:

The present invention is a method for
transmitting a desired digital video or audio signal

stored on a first memory of a first party to a

second mwemory of a second party. The method

comprises the steps of transferring money via a

telecommunications line to the first party from the
second party. Additionally, the method comprises
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the step of then connecting electronically via a
telecommunications 1line the first memory with the
second memory such that the desired digital signal
can pass therebetween. Next, there is the step of
transmitting desired digital signal from the first
memory with a transmitter in control and in
possession of the first party to a receiver having
the second memory at a Jocation determined by the
second party. The receiver is in possession and in
control of the second party. There is "also the step
Sf then storing the digital signal in the second
memory . ‘ .

(Id., col. 3, lines 3-19). This description is repeated after the

preferred embodiment is set forth (Id., col. S lines 29-45).
Again, it is helpful to focus the court's inquiry on the
crux of the dispute between the parties. Defendants assert that any

means of directing a computer to make sound through use of binary

" code is acceptable as a “digital'audio signal" for purposes of the

invention. This is so,_defeﬂdants argue, because the specification
ijdentifies "digital audio music® as “music converted into a very
basic computer language known as binary" and because the
specification refers to Digitél Audio Music as "software." (Docket
#65 at }6). MIDI is a form of computer "software“_in that it
consists of instructions, stored in binary form, whiéh will produce
sound when interpreted by the computer. "Instructions" to produce
sound are, in defendants' view, part of the claimed invention.
Sightsound responds that software progréms, such as MIDI,
are not properlY’ within the scope of the term rdigital audio
signal.® The manner in which the terms n"hardware® and "software"
are used in the specification are, Sightsound argues, the most
important indicia of the meaning of those terms. The specification

consistently refers to ahy physical storage medium for sound,
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whether in binary form or not, as nhardware." Such storage units
including records, tapes. compact discs and even the hard drive of
a comﬁuter. The specification explains that the key advantage to
storing.music as digital signals is that the digital signal is
ngoftware, " i.e., it can be transferred to a purchaser without also
transferring along with the signal some type of "hardware® unit on
which the signalvis stored.

There are repeated references in the specification to
cmusic® and "songs." Likevise, the pagentee refers to storing music
on other media, such as records and tapes,.which do.not normally
contain computer instructions. These references from the
specification Jead the court to conclude ﬁhat Sightsound's
deflnltlon is the preferred one in this case, and that ©digital
audio signal®" does not include all types of computer software or,
more specifically, MIDI.’ Rather, it includes only digital-
representations of sound waves.

The court understands that, in order to play these digital
representatlons of sound waves, a computer must have instructions
for converting the binary into analog form. Hence, as Dr. Moorer
pointed out, compact discs include, along with a digital
representation of sound waves, instructions concerning how those

digital representations are to be interpreted. This, however, does

7. This conclusion has been reached without reference to extrinsic
evidence, with the exception of dictionary references.
Further, evidence presented by defendants addressed to the
ability of the technology available to the normal consumer in
1988 to handle the transfer of PCM songs is not, at this stage,
relevant. o :

_31 -

Page 01336




«AQ 72A
(Rev. 8/82)

not alter the nature of what is being represented: a recorded sound
as opposed to an instruction to a qomputer to play an instrument
which, in turn, will produce a sound.

The specification does not, therefore, support the
construction proffered by defendants that "digital audio signal"
includes "software programs."® The specification‘does not refer to
such programs, and clearly uses "software” in a sense different from
what is commonly understood when used to refer to rsoftware
programs."a Further, the specificatioﬁ focuses upon the common
practice of selling musical {ecordings, and does not mention storing

or transferring instructions for playing music.

B. »pFirst Party/Second Party"

Again, these are terms utilized throughout the patents-in-
suit referring:- to the two entities which interact during the
transfer of the digital signal, e.g.., a "method for transmitting a

desired digital audio signal stored on 2 first memory of a first

party to a second memory of a second party . . ..°" (Docket #69,

Exhibit J at 6). Plaintiff asserts that the term "party” should be

construed as meaning "an entity and/or its agent.® Defendants

8. This ruling does not require resort to extrinsic evidence. If
it did, however, the undersigned would find persuasive the
testimony of the inventor, Arthur Hair, that MIDI is "a set of
instructions® while "digital music is music that is embodied in
a digital signal . . . 