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I INTRODUCTION

This Request for Ex Parte Reexamination of U.S. Patent No. 5,966,440 (“the ‘440
patent’) raises substantial new questions of patentability with respect to the ‘440 patent based on
prior art not cited or considered during the prosecution of the ‘440 patent and based on double
patenting in view of U.S. Patent Nos. 5,675,734 (“the ‘734 patent™) and 5,191,573 (“the' ‘573
patent”), all issued to Arthur R. Hair (collectively, the “Hair Patents™).

A. Anticipation and Obviousness

The ‘440 patent is directed to a method and system for transferring money and
desired audio or video signals through telecommunications lines from a first memory of a first
party to a second memory of a second party. During the prosecution of the ‘440 patent, prior art
references Gallagher and Gremillet were neither disclosgd nor considered by the Examiner.
Gallagher, like the Hair Patents, teaches a method, system and apparatus for selling and
transferring through telecommunications iines, recorded digital audio and video data between a
source unit, a database, which may be hoﬁsed by a record company, and user units, which belong
to the general public.

Similarly, Gremillet teaches a method and system for the electronic sale of digital
audio signals and recorded information over telecommunications lines, including telephone lines,
cables and optical fibres. The digital audio signals are stored in an information bank at a
distribution center and are distributed to user equipment that includes a recording device.

Gallagher and Gremillet each individually anticipate all of the claims of the ‘440
patent. Additibnally, Gallagher and Gremillet in .(.:ombination with other prior art references,
cited below, render all claims of the ‘440 patent obvious.

Accordingly, because Gallager and Gremillet alone and in combination with other
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prior art references raise substantial new questions of patentability, this Request for
Reexamination of the ‘440 patent should be granted.
B. Double Paten.ting

The ‘440 patent is also invalid under the doctrine of obviousness-type double
patenting. The ‘440 patent claims the same innovation as set forth in the ‘573 patent. The only
limitations that do not represent a mere change in wording that the patentee added in the ‘440
' patent are: (1) control unit; (2) speakers; (3) video display; (4) electronic coding or, encryption,
of the signal; (5) hard disk; (6) control panel; (7) integrated circuit; and (8) sales, incoming or
playback RAM chip. As Requestor will demonstrate in the detailed analysis in Section VIII of
this Request, none of these limitations is patentably distinct and ali of them would have been
obvious to the person of ordinary skill in the art, in 1988.

The addition of “control unit” and “control panel” is not patentably distinct. It

would have been obvious to one skilled in the art in light of claims 1 and 4 of the '573 patent to
have the second memory included in some type of collection of hardware and software called a
"control unit" and to have the digital signals on the second memory to be played through speakers
connected to the second memory. In addition, the limitation of having the second memory
included in some type of collection of hardware and software balled a “control unit” was obvious
in view of at least Gallagher, Akashi, Freeny, Schwartz. A control unit for the first party too
would be understood to one of skill in the art. The "first party control unit" was obvious in view
of the “first memory with a transmitter in control and possession of the first party,” of Claim lof
the ‘573 Patent. In order to exercise the “control” disclosed some means for control would have

to exist. Viewed together a “control unit” was disclosed.
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It would have been obvious to have a “control panel” on the user’s unit. Hair's claimed
invention as described in the original '573 specification was an "advanced stereo system." '573
Prosecution History, Original Patent Application Filing at p.6. It is well known, was well known
in 1988, that a stereo system must have a control panel in order to accept user commands (for

example to “play” music).

The addition_of “speakers” is not patentably distinct. The limitation of having the

digital signals on the second memory played through speakers connected to the second memory
was obvious to a person skilled in the art in 1988. Namely, it was obvious that a customer would
want to play the purchased music through speakers. Moreover, the addition of this limitation is
obvious in view of at least Gallagher, Schwartz and Gremillet. Finally, Hair's claimed invention
as described in the original '573 specification was an "advanced stereo system" capable of
playing digital audio. '573 Prosecution History, Original Patent Application Filing at p.6. Such a
unit would obviously be connected to speakers as this was customary for stereo systems and
without speakers such a stereo system would be unable to produce sound.

The addition of “video display” is not patentably distinct. A video display was

obviously required to playback the digital video data disclosed in the claims of the ‘573. As Hair
in prosecution claimed an “advanced stereo system” a person of skill in the art would know that
the analogous video system would be a machine akin to a videocassette recorder, which would
naturally be connected to a TV monitor, 6r something similar. Moreover, digital video was well
known in the late 1980s. Gallagher and Rosch each illustrate the obviousness of a video display
in the context of digital video in that time period.

The addition of “coding” the signal to prevent unauthorized reproduction, or

“encryption,” is not patentably distinct. One skilled in the art would have known in light of

claims 3 and 6 of the '573 patent to code or encrypt the signals in a way to prevent unauthorized
reproduction. Encryption was widely known and practiced in 1988. Specifically, the limitation

of electronically coding the desired digital video or audio signals was obvious in view of at least
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Freeny, Gallagher, Waters and a PC Weekly 1987 article. That article stated: “Several software
firms are including encryption as an option for their spreadsheet or database users. Other
developers sell encryption hardware and software to tighten the lid on computer security.”

The addition of “hard disk” is not patentably distinct. Usage of hard disc was known

in the art well before 1988. Hair himself argued during the prosecution that “[t]he use of
transferring money across telecommunications connections, such as by telephoning the agent
who has the hard disc over the phone lines, for obtaining data on the hard disc is well known to

one skilled in the art to be part of electronic sales.”) See ‘573 Prosecution History 6/25/92 Hair

Decl.

The addition of “integrated circuit” is not patentably distinct. A second party control

integrated circuit was inherent in the ‘573 teaching of electronic sales. During the prosecution,

Hair argued that “the ‘second party’ must have a ‘receiver’ (the control IC of the user in figure 1)

in his ‘posseésion’ in order to receive the music electronically from the hard disk of the agent
over the telecommunications lines, such as telephone lines.”) ‘734 Prosecution History, 1/3/94
‘Hair Decl., p. 3-4 (emphasis added). The limitation of a second party integrated circuit and a
control panel connected to the integrated circuit was further obvious in view of at least
Gallagher, Freeny, Akashi, Schwartz and Gremillet.

The addition of RAM chip is not patentably distinct. The limitation of the incoming

random access memory chip to buffer incoming data before storage to a hard disk and a playback
random access memory chip to buffer digital signals prior to playback was obvious to a person
skilled in art It was also obvious in view of at least Gallagher, Freeny, Akashi, Schwartz and
Ferrarini. Moreover, the functions attributed by Hair to the seller’s “sales random access
memory chip” were well known within the field of digital telecommunications.

Accordingly, the ‘440 claims the same invention as the ‘573 patent, and adds only minor
and obvious limitations, all of the claims of the ‘440 patent are invalid for obviousness-type of

double patenting. Because the Examiner had not rejected the claims on the basis of double
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patenting during the prosecution of the ‘440 patent, Requestor’s analysis presents substantial new

questions of patentability.
II. RELATED AND CO-FILED REQUESTS FOR REEXAMINATION

In addition to this Request for reexamination of the ‘440 patent, separate Requests
for reexaminatioﬁ of the ‘573 and ‘734 patents have also been concurrently filed. As stated, the
‘573, ‘734 and ‘440 patents are all related, disclose identical inventions, claim priority to the
same June 13, 1988 earliest filing date, and were issued from continuation applications from the
same parent application. Moreover, the three patents also share similar specifications and
identical drawings.
III. CURRENT STATUS OF THE ‘440 PATENT

The ‘440 patent is currently in litigation in the District Court for the Western

District of Pennsylvania in a case styled SightSound Technologies, Inc. v. Roxio, Inc. and

Napster, L.L.C., Civil Action No. 04-1549. The case is in its infancy and no formal discovery

has taken place. Pursuant to the Court’s request, Requestor has filed a Motion to Stay the case
pending the outcome of the Reexamination proceedings.
Previously, the ‘440 patent was in litigation in another case, also in the District

Court for the Western District of Pennsylvania, styled as SightSound.com Incorporated v. N2K,

Inc., CDnow, Inc., and CDnow Online, Inc., Civil Action No. 98-0118. That case settled before

trial with no judicial determination o'f the invalidity of the ‘440 patent.

The ‘573 and ‘734 batents are also at issue in the current litigation, and were also
at issue in the previo;ls litigation.
IV. CLAIMS FOR WHICH REEXAMINATION IS REQUESTED

Reexamination is requested for all claims, 1 through 63.
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V. PRIOR ART PATENTS AND PUBLICATIONS
Pursuant to 37 C.F.R. § 1.555 Requestor brings to the attention of the Examiner
the following references, all of which are listed on the enclosed form PTO-1449, along with

copies of the listed references:

Reference Name Reference Description

Great Britain Patent GB 2 178 275 A, “Recorded Data Transfer

[13 »
Gallagher System,” filed July 16, 1986, published February 4, 1987.

U.S. Pat. No. 4,499,568, “Process for the Teledistribution of
“Gremillet” Recorded Information and a System for Performing This
Process,” filed December 13, 1982, issued February 12, 1985.

U.S. Patent No. 4,528,643, “System For Reproducing
“Freeny” Information In Material Objects At a Point of Sale Location,”
filed January 10, 1983, issued on July 9, 1985.

Japanese Patent Application No. S62-284496 to H. Akashi,
“Akashi” “Automated Music Purchasing System,” filed on June 3, 1986
and published on December 10, 1987. (Translation included.)

U.S. Pat. No. 4,636,876, “Audio Digital Recording and Playback

Schwartz System,” filed April 19, 1983, issued January 13, 1987.
“Hellman” U.S. Pat. No. 4,658,093, Software Distribution System, filed July
13, 1983, issued on April 14, 1987.
“Ferrarini” Ferrarini, “Direct Connections for Software Selections,” Business
Computer Systems, February 1984.
“Rosch” “ComNet for the PC,” PC Magazine, August 1983.
“Elmer-Dewitt” “Calling Up an On-Line Comucopia,” Time, April 7, 1986.
“Jared” “The Copy Protection Wars,” PC Magazine, January 14, 1986.
“Network Applications Are Adding Encryption,” PC Week,
19 b44
Kramer March 3, 1987. |
“Jordan” Communications and Networking for the IBM PC, 1983.
“Waters” “Prospects for Standardization in Cable Audio,” Technical
REQUEST FOR REEXAMINATION
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Papers-NCTA Annual Convention, 1984.

“AT&T Breaks the Speed Barrier,” Computers & Electronics,

[13 ”
McDonnell September 1984.
“Fishcher” “Modéms, Music, and Your Apple II,” A+, June 1988.
“Zilber” "It's a Mac, Mac, Mac World," Mac'User, April 1988.

For the reasons discussed below, the prior art patents and printed publications

submitted herein raise substantial new questions of patentability of claims 1 through 63 of the

'440 patent.

V1. STATEMENT POINTING OUT SUBSTANTIAL NEW QUESTIONS OF
PATENTABILITY '

This Request for Ex Parte Reexamination of the ‘440 patent raises the following

substantial new questions of patentability:

1. Whether claims 1 — 63 are anticipated under 35 U.S.C. § 102 by Gallagher;

2. Whether claims 1 — 63 are anticipated under 35 U.S.C. § 102 by Gremillet;

3. Whether claims 1 — 63 are rendered obvious under 35 U.S.C. § 103 by
Gallagher, in view of Gremillet, Freeny, Akashi, Schwartz, Hellman,
Ferrarini, Rosch, Elmer-Dewitt, Jared, Kramer, Jordan, Waters,
McDonnell, Fishcher and/or Zilber.

4. Whether claims 1 —- 63 are rendered obvious under 35 U.S.C. § 103 by
Gremillet in view of Gallagher, Freeny, Akashi, Schwartz, Hellman,
Ferrarini, Rosch, Elmer-Dewitt, Jared, Kramer, Jordan, Waters,
McDonnell, Fishcher and/or Zilber.

5. Whether claims 1 — 63 are unpatentable for double patenting in view of U.S.
Patent No. 5,191,573, also issued to Arthur R. Hair.

VII. DESCRIPTION OF THE RELEVANT PRIOR ART ' -

In the following claim charts, the left hand column lists the claims of the ‘440

patent and the right-hand column identifies the relevant portions of the cited references and
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explains their pertinence which anticipates under 35 U.S.C. § 102. The right hand column also
explains how, in combination with other prior art, the cited references render the Hair ‘440 patent

obvious under 35 U.S.C. § 103, as specifically described below.
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A. GALLAGHER (GB 2178 275 A): Claims 1 — 63 of the Hair ‘440 Patent Are

Anticipated Under 35 U.S.C. § 102 by Gallagher and/or Are Rendered

Obvious Under 35 U.S.C. § 103 by Gallagher, in view of Gremillet, Freeny,

Akashi, Schwartz, Hellman, Ferrarini, Rosch, Elmer-Dewitt, Jared, Kramer,

Jordan, Waters, McDonnell, Fishcher and/or Zilber.

Gallagher (GB 2 178 275 A) was not cited or considered by the Examiner during
the prosecution of the Hair ‘440 Patent. Gallagher was filed on July 16, 1986 and published on
February 4, 1987, prior to the earliést priority date of June 13, 1988 of the Hair patent. |
Accordingly, Gallagher is prior art to the Hair patent. |

Gallagher teaches a method, system and apparatus for transferring recordéd digital
audio and video data between a source unit, a database which may be housed by a record
company and user units. See Gallagher at Abstract. The system includes forming a connection
through telecommunication lines (which include high speed telephone links by way of modems,
or regular telephone links, fibre optic links, electro-magnetic waves or any other suitable
‘medium) between a first memory of a first party and a second memory of a second party, the first
memory having the digital audio or video signals, selling electronically by the first party to the
second party through the telecommunications lines the desired digital audio or video signals,
transferring the desired digital signals from the first party to the second party through the
telecommunications lines while the second memory is in possession and control of the second
party (at a remote location) and storiﬁg the digital signals in the secoﬁa memory which includes
hard disks. See Gallagher at 1. In addition Gallagher also teaches encryption and decryption of
the digital aﬁdio or video signals for the prevention of unlawful copying and piracy. See
Gallagher at 1. Moreover, Gallagher discloses that the sale of the digital audio or video signal is

through the user units, for example through the user’s personal computer. See Gallagher at 1.

Accordingly, the Gallagher reference raises substantial new questions of
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patentability of the Hair patent.

1. A method for transferring desired
digital video or digital audio signals
comprising the steps of:

Gallagher discloses the transfer of desired digital video audio in a
“recorded data transfer system” of ‘“digital data in the “entertainment
industry” such as “audio or visual” data. See Gallagher at 1:5, 1:8, 1:6-7,
1:91, Figs. 2 & 3

forming a connection through
telecommunications lines between a
first memory of a first party and a
second memory of a second party
control unit of a second party, said first
memory having said desired digital
video or digital audio signals;

Gallagher discloses forming a connection through telecommunication
lines. Gallagher at 1:28-31 (“The media for data transfer is preferably
high speed telephone links by way of modems. However, normal
telephone links, fibre optic links, electro-magnetic waves or any other
suitable medium may be used.”).

Gallagher at 1:13-16 (The first memory of a first party is a “database
having a main computer, . . . a data storage and processing system, means
for controlling the storage and processing of data . . . .”) Gallagher at
1:67-69 (First party can be the “source unit” which can also contain the
first memory, and it “comprises a storage medium 11.”). Gallagher at
1:5, 1:8, 1:6-7, 1:91, Figs. 1 & 2 (first memory has desired digital video
or digital audio signals).

Gallagher also discloses a second memory of a second party control unit
of a second party. Gallagher at 1:21-22 (“means for storing/recalling
and/or processing data received from the database™). Gallagher at 1:102-
14, 2:104-107 (“The user . . . can log on to the data base and make her/his
selection according to a supplied menu.”).

selling electronically by the first party
to the second party through
telecommunications lines, the desired
digital video or digital audio signals in
the first memory; and

Gallagher at 1:49-50 (Gallagher discloses “sale to the general public via
their user units.”). Gallagher at 2:92-93 (“home-buying of material” and
“immediate access to material.”). Gallagher at 1:28-31 (The
telecommunication line is “high speed telephone links by way of
modems. However, normal telephone links, fibre optic links, electro-
magnetic waves or any other suitable medium may be used.”).

To the extent that this limitation is not fully disclosed by Gallagher, it
would have been obvious to a person skilled in the art to modify
Gallagher to include this limitation in view of U.S. Patent No. 4,528,643
to Freeny at 13:31-36 (“a consumer credit card number also might be
communicated . . . so the owner of the information could approve the
sale and, in effect, charge the sale to the consumer credit card number”).
Or, in view of Ferrarini (“If you decide to buy, you receive the software,
complete with documentation, via your microcomputer and the telephone
lines. . .. Recently, a handful of companies have established services that
allow users to purchase software just this way. If they are successful,
delivering software via the telephone will become a major method of
distribution within the next few years.”). Or, in view of Hellman at 5:57-
6:2 (“Base unit 12 generates and communicates to authorization and
billing unit 13 a signal representing a user originated request for software
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use...BILLING INFORMATION is a credit car[d] number or similar
means for billing the user of the software.”).

See also ‘573 Prosecution History, Paper No. 27 at 2.: “One skilled in
the art would know that an electronic sale inherently assumes a
transferring of money by providing a credit card number (since that is the
only way for electronic sales to occur) coupled with a transferring of a
service or product. The use of transferring money across
telecommunication connections, such as by telephoning the agent who
has the hard disc over the phone lines, for obtaining data on the hard disc
is well known to one skilled in the art to be part of electronic sales.”

See also ‘734 Prosecution History, 1/3/94 Hair Decl. at 5 (* ‘[E)lectronic
sales’ as disclosed refers to the well known practices of ‘transferring’ and
verifying monies across telephone lines such as by a ‘credit card’; or by
‘charging a fee’ to the second party, so the second party can gain access
to the first party’s memory through telecommunications lines to select the
desired digital video or digital audio signals.”).

See above this Claim, Gallagher disclosure re “desired digital video or
digital audio signals” and re “first memory.”

transferring the desired digital video or
digital audio signals from the first
memory of the first party to the second
memory of the second party control unit
of the second party through
telecommunications lines while the
second party control unit with the
second memory is in possession and
control of the second party; and

Gallagher discloses transferring digital video or audio signals from the
database to the user unit through telecommunication lines. Gallagher at
1:28-31, Figs. 1, 2. & 3 (“The media for data transfer is preferably high
speed telephone links by way of modems. However, normal telephone
links, fibre optic links, electro-magnetic waves or any other suitable
medium may be used.”).

Gallagher at 1:19-22 (“user unit having means for communication with
said database including a transmitter/receiver interface and means for
storing/recalling and/or processing data received from the database”).

Gallagher at 1:49-50 (The general public has the user units and therefore
is in possession and control.).

playing through speakers of the second
party control unit the digital video or
digital audio signals in the second
memory, said speakers of the second
party control unit connected with the
second memory of the second party
control unit.

Gallagher discloses playback and speakers. Gallagher at Abstract, p.1
(“Preferably the user unit includes playback apparatus.”)

Gallagher at 1:87-92 (“The user unit, Figure 3, comprises a . . . suitable
conversion apparatus 34 for audio and/or visual reproduction.”).

Gallagher also discloses a second memory of a second party control unit
of a second party to which the speakers must be connected. Gallagher at
1:19-22 (“‘user unit having means for communication with said database
including a transmitter/receiver interface and means for storing/recalling
and/or processing data received from the database™).

2. A method as described in claim 1
wherein the second party is at a second
party location and the step of selling
electronically includes the step of

Gallagher discloses sale is to the general public. Gallagher at 1:49-50
(“sale to the general public via their user units.”)

Gallagher also discloses that general public is at home and therefore at a
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charging a fee via telecommunications
lines by the first party to the second
party at a first party location remote
from the second party location.

remote location. Gallagher at 2:92-93 (“home-buying of material” and
“immediate access to material.”)

See also Claim 1, Gallagher disclosure re “selling electronically.”

3. A method as described in claim 2
wherein the second party has an account
and the step of charging a fee includes
the step of charging the account of the
second party.

See Claim 1, Gallagher disclosure re “selling electronically.”

4. A method as described in claim 3
wherein the step of charging the account
of the second party 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.

See Claim 1, Gallagher disclosure re “telecommunications lines.”
See Claim 1, Gallagher disclosure re “selling electronically.”

See Claim 1, Gallagher disclosure re “first party,” “first memory,” .
“second party” and “second memory.”

Gallagher discloses that the first party is controlling use of the first
memory and the second party is controlling the second memory.
Gallagher at 1:44-46 (“The source unit [first party] could belong to a
recording artist, the main unit [database] to a major record company [also
first party] and user units to the general public [second party].”).

5. A method as described in claim 4
including after the transferring step, the
step of storing the desired digital video
or digital audio signals in the second
memory.

Gallagher at 1:19-22 (“user unit having means for communication with
said database including a transmitter/receiver interface and means for
storing/recalling and/or processing data received from the database”).

6. A method as described in claim 5
including before the transferring step,
the step of electronically coding the
desired digital video or digital audio
signals into a configuration which
would prevent unauthorized
reproduction of the desired digital video
or digital audio signals.

Gallagher at 1:36-38 (“The system may incorporate anti-piracy methods
such as the encryption or encoding of data either generally or uniquely.”).

Gallagher at 1:50-54 (“By arranging for the data to be encoded/encrypted
uniquely for each user unit, the borrowing or unlawful copying of
material could be eliminated. This method could also be used to ensure
security between all units.”).

Gallagher at 1:70, Fig. 1 (the source unit has an “encoder/decoder 13”).
Gallagher at 1:83, Fig. 2 (the database has an “encoder/decoder 227).
Gallagher at 1:90, Fig. 3 (the user unit has a “decoder 33”).
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7. A method as described in claim 6
wherein the first memory includes a
first party hard disk having a plurality
of digital video or digital audio signals,
and a sales random access memory chip
which temporarily stores a replica of the
desired digital video or digital audio
signals purchased by the second party
for subsequent transfer via
telecommunications lines to the second
memory of the second party; and
including before the transferring step,
there is the step of storing a replica of ~
the desired digital video or digital audio
signals from the hard disk into the sales
random access memory chip.

See Claim 1, Gallagher disclosure re “first party,” “first memory,”
“second party” and “second memory.”

See Claim 1, Gallagher disclosure re “digital video or digital audio
signals” and re “first memory.” ‘

Gallagher at 1:32-35 (“The media for storage of data would be floppy
disk, hard disk, optical or laser disk, magnetic tape, integrated circuit
memory or any other suitable medium.”)

Gallagher at 1:81-84 (“The database, Figure 2, comprises a parallel
transmitter/receiver 20, a serial/parallel and parallel/serial converter 21,
an encoder/decoder 22 and a buffer store 23.”) A person skilled in the art
would realize that a “buffer store 23” can be a sales random access
memory chip.

See Claim 1, Gallagher disclosure re “telecommunications lines.”

Gallagher at 2:98-103, Figs.1 & 2 (““a database having a main computer, a
caller/called interface, a transmitter/receiver interface, a data storage and
processing system, means for controlling the storage and processing of
data, means for controlling the process of being called by one or more
user units or another database.”). To the extent a “sales random access
memory chip” is not expressly disclosed, computers inherently have
random access memory chips which would temporarily store a replica of
the desired digital video or audio signal for subsequent transfer.

8. A method as described in claim 7
wherein the second party control unit
has a second party integrated circuit
which controls and executes commands
of the second party, and a second party
control panel connected to the second
party integrated circuit, and before the
forming step, there is the step of
commanding the second party
integrated circuit with the second party
control panel to initiate the purchase of
the desired digital video or digital audio
signals from the first party.

See Claim 1, Gallagher disclosure re “first party” and “second party
control unit.”

See Claim 1, Gallagher disclosure re “digital video or digital audio
signals.”

Gallagher at 1:19-22 (“at least one user unit having means for
communication with said database including a transmitter/receiver
interface and means for storing/recalling and/or processing data received
from the database.”).

Gallagher at 1:102-104 (“The user . . . can log on to the data base and
make her/his selection according to a supplied menu.”).

Accordingly, a person of ordinary skill at the time would understand that
a “means for communication with said database including a
transmitter/receiver interface” and a “means for “processing data” would
include a second party integrated circuit for controlling and executing
commands and a second party control panel connected to the second
party integrated circuit and where the second party integrated circuit is
commanded with the second party control panel to initiate the purchase of
the desired digital video or digital audio signals from the first party.
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9. A method as described in claim 5
wherein the second memory of the
second party control unit includes an
incoming random access memory chip
which temporarily stores the desired
digital video or digital audio signals
received from the sales random access
memory chip, a second party hard disk
for storing the desired digital video or
digital audio signals, and a playback
random access memory chip for
temporarily storing the desired digital
video or digital audio signals for
sequential playback; and the storing
step includes the steps of storing the
desired digital video or digital audio
signals in the incoming random access
| memory chip, transferring the desired
digital video or digital audio signals
from the incoming random access
memory chip to the second party hard
disk, storing the desired digital video or
digital audio signals in the second party
hard disk, commanding the second
party integrated circuit with the second
party control panel to play the desired
digital video or digital audio signals and
transferring a replica of the desired
digital video or digital audio signals
from the second party hard disk to the
playback random access memory chip
for playback.

Gallagher at 1:19-22 (“at least one user unit having means for
communication with said database including a transmitter/receiver
interface and means for storing/recalling and/or processing data received
from the database.”). Accordingly, “second party control unit” with

“second memory,” “incoming random access memory chip” and
“playback random access memory chip” are disclosed.

See Claim 7 for Gallagher disclosure of “sales random access memory
chip.”! (Note: Although Claim 9 depends from Claim 5, there is no
disclosure of sales random access memory chip in Claims 5, 4, 3,2 or 1.
Accordingly, this term in Claim 9 lacks antecedent basis as well.)

Gallagher at 1:81-84 (“The database, Figure 2, comprises a parallel
transmitter/receiver 20, a serial/parallel and parallel/serial converter 21,
an encoder/decoder 22 and a buffer store 23.”) A person skilled in the art
would realize that a “buffer store 23” can be a sales random access
memory chip.

Gallagher at 1:32-35 (“The media for storage of data would be floppy
disk, hard disk, optical or laser disk, magnetic tape, integrated circuit
memory or any other suitable medium.”)

See Claim 1, Gallagher disclosure re “digital video or digital audio
signals.”

Gallagher at Abstract, p.1 (“Preferably the user unit includes playback
apparatus.”). Gallagher at 1:87-92 (“The user unit, Figure 3, comprises a
. . . suitable conversion apparatus 34 for audio and/or visual
reproduction.”). Accordingly, a person skilled in the art at the time
would realize that a playback random access memory chip is disclosed.

Gallagher at 1:102-104 (“The user . . . can log on to the data base and
make her/his selection according to a supplied menu.”).

See Claim 1, Gallagher disclosure re “first party” and “second party
control unit.”

Accordingly, a person of ordinary skill at the time would understand that
a “means for communication with said database including a
transmitter/receiver interface and means for storing/recalling and/or
processing data received from the database.” would include all of the
limitations of this claim.

See also Claim 8, Gallagher disclosure.

! A citation to a previous claim—from which the current claim being discussed does not depend—is made for
purposes of disclosure only, where a particular limitation, phrase or concept has already been disclosed, such that
repetition is avoided. Requestor has endeavored to keep this request brief, and such citation does not suggest that the
claim being discussed depends from the cited previous claim, where such dependence is not expressly claimed.
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10. A method as described in claim 9
including after the transferring step,
there is the step of repeating the
commanding, playing, and transferring
a replica steps.

See Claim 9. Gallagher discloses repeating the commanding, playing and
transferring a replica steps. A person skilled in the art would understand
that once information is stored in the second memory of the user unit, it
can be replayed and recopied: “means for storing/recalling and/or
processing data received from the database.” Gallagher at 1:19-22.

11. A method for transferring digital
video or digital audio signals from a
first party to a second party comprising
the steps of:

See Claim 1.

placing a second party control unit in
possession and control of the second
party by the second party at a desired
location determined by the second

party;

Gallagher discloses a second party control unit (part of the user unit).
Gallagher at 1:19-22 (“at least one user unit having means for -
communication with said database including a transmitter/receiver
interface and means for storing/recalling and/or processmg data received
from the database.”).

Gallagher also discloses that general public is at home and therefore ata.
location determined by the second party. Gallagher at 2:92-93 (“home-
buying of material” and “immediate access to material.”)

entering into a second party control
panel of the second party control unit of
the second party commands by the
second party to purchase desired digital
video or digital audio signals from a

first party;

Gallagher at 1:19-22 (“at least one user unit having means for
communication with said database including a transmitter/receiver
interface and means for storing/recalling and/or processing data received
from the database.”).

Gallagher at 1:102-104 (“The user . . . can log on to the data base and
make her/his selection according to a supplied menu.”).

See Claim 1, Gallagher disclosure re “digital video or digital audio
signals.”

forming a connection through
telecommunications lines between a
first memory of the first party and a
second memory of the second party
control unit, said first memory having
desired digital video or digital audio
signals;

Gallagher at 1:28-31 (“The media for data transfer is preferably high
speed telephone links by way of modems. However, normal telephone
links, fibre optic links, electro-magnetic waves or any other suitable
medium may be used.”).

Gallagher at 1:81-84 (“The database, Figure 2, comprises a parallel
transmitter/receiver 20, a serial/parallel and parallel/serial converter 21,
an encoder/decoder 22 and a buffer store 23.”)

Gallagher also discloses a “transmitter/receiver” at the source unit), at the
database (Gallagher at 1:81-82, Fig. 2), and at the user unit (Gallagher at
1:87-88, Fig. 3).

Gallagher discloses that “[t]he data is transferred from the source unit to
the database where it is processed for storage in library form whereby
selected data can be transmitted to any user and/or source unit in national
or foreign territories.” (Gallagher at 1:39-43)

See Claim 1, Gallagher disclosure re “digital video or digital audio
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signals,” “first memory of first party,” and “second memory of second
party control unit.”

selling electronically by the first party
to the second party through
telecommunications lines, the desired
digital video or digital audio signals in
the first memory;

See Claim 1, Gallagher disclosure re “selling electronically.”

See Claim 1, Gallagher disclosure re “digital video or digital audio
signals” and “first memory.”

transferring the desired digital video or
digital audio signals from the first
memory of the first party into the
second memory of the second party
through telecommunications lines while
the second memory is in possession and
control of the second party;

See Claim 1, Gallagher disclosure re “digital video or digital audio
signals,” “first memory of first party,” “second memory of the second
party” and “telecommunications lines.” :

Gallagher at 1:49-50 (The general public has the user units and therefore
is in possession and control of the second memory.). See also Claim 1,
Gallagher disclosure re “second memory in possession and control of
second party.”

entering into the second party control
panel commands to play the desired
digital video or digital audio signals in
the second memory of the second party
control unit; and

Gallagher at 1:19-22 (“at least one user unit having means for
communication with said database including a transmitter/receiver
interface and means for storing/recalling and/or processing data received
from the database.”).

Gallagher at Abstract, p.1 (“Preferably the user unit includes playback
apparatus.”). Gallagher at 1:87-92, Fig. 3 (“The user unit, Figure 3,
comprises a . . . suitable conversion apparatus 34 for audio and/or visual
reproduction.”).

‘ playing the desired digital video or
digital audio signals with the second
party control unit.

Gallagher at Abstract, p.1 (“Preferably the user unit includes playback
apparatus.”).

12. A system for transferring digital
video or digital audio signals
comprising:

See Claim 1.

a first party control unit having a first
memory having desired digital video or
digital audio signals, and means or a
mechanism for electronically selling the
desired digital video or digital audio
signals; -

Gallagher at 1:13-18 (“a database having a main computer, a caller/called
interface, a transmitter/receiver interface, a data storage and processing
system, means for controlling the storage and processing of data, means
for controlling the processing of data, means for controlling the process
of being called by one or more user units or another database.”).

See Claim 1 re “digital video or digital audio signals.”

See Claim 1 re “electronically selling.”

a second party control unit having a
second party control panel, a second
memory connected to the second party
control panel, and means or a

Gallagher at 1:19-22 (“at least one user unit having means for
communication with said database including a transmitter/receiver
interface and means for storing/recalling and/or processing data received
from the database.”). '
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mechanism for playing the desired
digital video or digital audio signals
connected to the second memory and
the second party control panel, said
playing means or mechanism
operatively controlled by the second
party control panel, said second party
control unit remote from the first party
control unit, said second party control
unit placed by the second party at a
location determined by the second

party; and

from the database.”).

Gallagher at Abstract, p.1 (“Preferably the user unit includes playback
apparatus.”). Gallagher at 1:87-92, Fig. 3 (“The user unit, Figure 3,
comprises a . . . suitable conversion apparatus 34 for audio and/or visual
reproduction.”).

Gallagher also discloses sale to the general public that is at home and
therefore at a remote location. The second party control unit is placed by
the second party at a location determined by the second party. Gallagher
at 2:92-93 (“home-buying of material” and “immediate access to
material.”)

telecommunications lines connected to
the first party control unit and the
second party control unit through which
the electronic sales of the desired digital
video or digital audio signals occur and
‘through which the desired digital video
or digital audio signals are
electronically transferred from the first
memory to the second memory while
the second memory is in possession and
control of the second party after the
desired digital video or digital audio
signals are sold to the second party by
the first party.

See Claim 1, Gallagher disclosure re “telecommunications lines.”
See Claim 1, Gallagher disclosure re “electronic selling.”

See Claim 1, Gallagher disclosure re “digital video or digital audio
signals.”

See Claim 1, Gallagher disclosure re electronic transfer of digital video
or digital audio signals from the first memory to the second memory.

See Claim 1, Gallagher disclosure re “second memory in possession and
control of the second party.”

13. A system as described in claim 12
wherein the first party control unit
includes a first party hard disk having a
plurality of digital video or digital audio
signals which include the desired digital
video or digital audio signals, and a
sales random access memory chip
electronically connected to the first
party hard disk for storing a replica of
the desired digital video or digital audio
signals of the first party's hard disk.

See Claim 12. Gallagher discloses a first party control unit with a first
party hard disk that has the desired digital video or digital audio signals.
Gallagher at 1:13-18.

See Claim 7, Gallagher disclosure re “hard disk.” Gallagher at 1:32-35

See Claim 7, Gallagher disclosure re “sales random access memory chip.”
Gallagher at 1:81-84.

Gallagher also discloses that the sales random access memory chip is
electronically connected to the first party hard disk, and that the first
party hard disk stores a replica of the desired digital video or audio
signals. Gallagher at 1:19-22, 1:28-31, Figs. 1,2. & 3

14. A system as described in claim 13
wherein the second party control unit
includes a second party hard disk which
stores a plurality of digital video or
digital audio signals, and a playback
random access memory chip
electronically connected to the second
arty hard disk for storing a replica of

See Claim 9.
Gallagher discloses a second party control unit with a second party hard
disk which stores digital video or audio signals. Gallagher at 1:19-22

Gallagher discloses playback random access memory chip that is
electronically connected to the second party hard disk that acts as a
temporary staging area for playback. Gallagher at Abstract, p.1, 1:87-92.
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the desired digital video or digital audio
signals as a temporary staging area for
playback.

temporary staging area for playback. Gallagher at Abstract, p.1, 1:87-92.

15. A system as described in claim 14
wherein the first party control unit
includes a first party control integrated
circuit which controls and executes
commands of the first party and is
connected to the first party hard disk,
the first party sales random access
memory, and the second party control
integrated circuit through the
telecommunications lines, said first
party control integrated circuit and said
second party control integrated circuit
regulate the transfer of the desired
digital video or digital audio signals;
and a first party control panel through
which the first party control integrated
circuit is programmed and is sent
commands and which is connected to
the first party control integrated circuit.

See Claim 1, Gallagher disclosure re “second party integrated circuit.”

Gallagher at 1:13-16 (The first memory of a first party is a “database
having a main computer, . . . a data storage and processing system, means
for controlling the storage and processing of data . . . .”)

Gallagher at 1:67-69 (First party can be the “source unit” which can also
contain the first memory, and it “comprises a storage medium 11.”).

Gallagher at 1:67-74 (“From Figure 1 it is seen that the source unit . . .
comprises a storage medium 11, a buffer 12, an encoder/decoder 13, a
serial/parallel and parallel/serial converter 14, and a parallel
transmitter/receiver 15.”)

Gallagher at 1:93-96 (“It is assumed that recorded material may be sent
and received by both the source unit and the database and that the user
unit may only receive recorded material.”)

See Claim 7, Gallagher disclosure re “hard disk.” Gallagher at 1:32-35.

See Claim 7, Gallagher disclosure re “sales random access memory chip.”
Gallagher at 1:81-84. ' .

See Claim 1, Gallagher discloéure re “telecommunications lines.”

See Claim 1, Gallagher disclosure re “digital video or digital audio
signals.”

Thus, Gallagher discloses that the first party and second party control
integrated circuits regulate the transfer of the desired digital video or
audio signals. Moreover, Gallagher discloses that the first party control
panel is used to program and is connected to the first party control
integrated.

16. A system as described in claim 15
wherein the second party control unit
includes a second party control
integrated circuit which controls and
executes commands of the second party
and is connected to the second party
hard disk, the playback random access
memory, and the first party control
integrated circuit through the
telecommunications lines, said second
party control integrated circuit and said
first party control integrated circuit

Gallagher discloses a second party control unit with a control integrated
circuit. Gallagher at 1:19-22 (“at least one user unit having means for
communication with said database including a transmitter/receiver
interface and means for storing/recalling and/or processing data received
from the database.”). Gallagher at 1:102-104 (“The user . . . can log on
to the data base and make her/his selection according to a supplied
menu.”). Thus, Gallagher teaches that the second party control unit
controls and executes commands of the second party.

See Claim 7, Gallagher disclosure re “hard disk.” Gallagher at 1:32-35.

See Claim 9, Gallagher disclosure re “playback random access memory
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regulate the transfer of the desired
digital video or digital audio signals;
and a second party control panel
through which the second party control
integrated circuit is programmed and is
sent commands and which is connected
to the second party integrated circuit.

chip.” Gallagher at 1:19-22.
See Claim 1, Gallagher disclosure re “telecommunications lines.”

Thus, Gallagher discloses that the second party control unit is connected
to the second party hard disk, the playback random access memory and
the first party control integrated circuit through the telecommunications
lines. Gallagher at 1:32-35.

See Claim 1, Gallagher disclosure re “digital video or digital audio
signals.”

Gallagher 1:87-92, Fig. 3 (“The user unit, Figure 3, comprises a parallel
receiver/transmitter 30, a serial/parallel and parallel/serial converter 31, a
storage medium 32 such as video tape or optical disk, a decoder 33 and
suitable conversion apparatus 34 for audio and/or visual reproduction.”).
Gallagher at 1:102-104 (“The user . . . can log on to the data base and
make her/his selection according to a supplied menu.”).

Accordingly, Gallagher discloses that the first party and second party
control integrated circuits regulate the transfer of the desired digital video
or audio signals. Moreover, Gallagher discloses that the first party
control panel is used to program and is connected to the first party control
integrated.

17. A system as described in claim 16
wherein the second party control unit
includes an incoming random access
memory chip connected to the second
party hard drive and the second party
control integrated circuit, and the first
party control unit through the
telecommunications lines for
temporarily storing the desired digital
video or digital audio signals received
from the first party's control unit for
subsequent storage to the second party
‘hard disk. '

See Claim 9 for disclosures of “incoming random access memory chip”
of the second party control unit, “second party hard disk,” “second party
control integrated circuit.”

See Clam 12, Gallagher disclosure re “first party control unit.”

See Claim 1, Gallagher disclosure re “telecommunications lines.”

18. A system as described in claim 17
wherein the second party control unit
includes a video display unit connected
to the playback random access memory
chip and to the second party integrated
“circuit for displaying the desired digital
video or digital audio signals.

Gallagher discloses that the second party control unit includes a video
display unit that is connected to the playback random access memory chip
and to the second party integrated circuit for displaying digital
information. Gallagher at 1:87-92 (“The user unit, Figure 3, comprises a
... suitable conversion apparatus 34 for audio and/or visual
reproduction.”).
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19. A system as described in claim 12
wherein the means or mechanism for
electronically selling includes means or
a mechanism for electronically selling
includes means or a mechanism for
charging a fee via telecommunications
lines by the first party to the second
party at a first party location remote
from the second party location.

See Claims 1 and 2.

20. A system as described in claim 19
wherein the second party has an account
and the means or mechanism for
charging a fee includes means or a
mechanism for charging the account of
the second party.

See Claims 1 and 3.

21. A system as described in claim 20
wherein the means or mechanism for
charging the account includes means or
a mechanism for receiving a credit card
number of the second party.

See Claims 1 and 4.

22. A method for transmitting desired
digital video or digital audio signals
stored on a first memory of a first party
to a second memory of a second party
comprising the steps of:

See Claims 1 and 11.

placing a second party control unit
having a receiver and the second
memory connected to the receiver by
the second party at a desired location
determined by the second party;

See Claim 11.

Gallagher discloses a second party control unit (part of the user unit).
Gallagher at 1:19-22 (“‘at least one user unit having means for
communication with said database including a transmitter/receiver

'| interface and means for storing/recalling and/or processing data received

from the database.”).

Gallagher also discloses that general public is at home and therefore at a
location determined by the second party. Gallagher at 2:92-93 (“home-
buying of material” and “immediate access to material.”)

selling electronically via
telecommunications lines to the second
party at a location remote from the first
memory by the first party controlling
use of the first memory, said second
party financially distinct from the first

See Claim 1, Gallagher disclosure re “selling electronically via
telecommunications lines.”

Gallagher discloses that the first party is in control and possession of the
first memory. Gallagher at 1:8-9 (“a database which may be housed by a
record company”). Gallagher at 1:13-18 (The first memory of a first
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party, said second party in control and
in possession of the second memory;

party is a “database having a main computer, . . . a data storage and
processing system, means for controlling the storage and processing of
data, means for controlling the process of being called by one or more
user units or another database”).

Gallagher discloses that the second party is in control and possession of
the second memory. Gallagher at 1:49-50 (The general public has the
user units, which contain the second memory, and therefore is in
possession and control.).

Gallagher also discloses that general public is at home and therefore at a
remote location. Gallagher at 2:92-93 (“home-buying of material” and
“immediate access to material.”)

Gallagher discloses that the first and second parties are financially
distinct as the “record company” provides the digital data “for sale to the
general public.” (Gallagher at 1:46-50). During prosecution, Hair
admitted that “[o]ne skilled in the art would know since the music is
distributed through electronic sale, ‘the second party must be financially
distinct from the first party’ or there could be no sale.” See ‘734 Patent
File Wrapper, 1/3/94 Hair Decl. at 3-4.

connecting electronically via
telecommunications lines the first
memory with the second memory such
that the desired digital video or digital
audio signals can pass therebetween;

Gallagher discloses forming a connection electronically through
telecommunications lines between the first and second memories.
Gallagher at 1:28-31 (“The media for data transfer is preferably high
speed telephone links by way of modems. However, normal telephone
links, fibre optic links, electro-magnetic waves or any other suitable
medium may be used.”).

Gallagher discloses the transfer of desired digital video audio in a
“recorded data transfer system” of “digital data” in the “entertainment
industry” such as “audio or visual” data. See Gallagher at 1:5, 1:8, 1:6-7,
1:91, Figs. 2 & 3

transmitting the desired digital video or
digital audio signals from the first
memory with a transmitter in control
and possession of the first party to the
receiver of the second party control unit
having the second memory at the
location determined by the second party
while said receiver is in possession and
control of the second party;

See Claim 1, Gallagher disclosure re “digital video or digital audio
signals.”

Gallagher at 1:13-18 (“a database having a main computer, a caller/called
interface, a transmitter/receiver interface, a data storage and processing
system, means for controlling the storage and processing of data, means
for controlling the processing of data, means for controlling the process
of being called by one or more user units or another database.”).

Gallagher at 1:19-22 (“at least one user unit having means for
communication with said database including a transmitter/receiver
interface and means for storing/recalling and/or processing data received
from the database.”).

See also limitation immediately above re ‘‘control and possession.”

storing the digital video or digital audio
signals in the second memory; and
playing the digital video or digital audio
signals in the second memory with the

Gallagher at 1:19-22 (“user unit having means for communication with
said database including a transmitter/receiver interface and means for
storing/recalling and/or processing data received from the database”).
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second party control unit.

Gallagher at Abstract, p.1 (“Preferably the user unit includes playback
apparatus.”). Gallagher at 1:87-92, Fig. 3 (“The user unit, Figure 3,
comprises a . . . suitable conversion apparatus 34 for audio and/or visual
reproduction.”). '

23. A system for transmitting desired
digital video or digital audio signals
stored on a first memory of a first party
to a second memory of a second party
comprising:

See Claims 1 and 11.

means or mechanism for transferring
money electronically via
telecommunications lines from the
second party to the first party
controlling use of the first memory, at a
location remote from the second
memory, said second party controlling
use and in possession of the second
memory;

See Claim 1 re “selling electronically via telecommunications lines.”

means or a mechanism for connecting
electronically via telecommunications
lines the first memory with the second
memory such that the desired digital
video or digital audio signals can pass
therebetween, said connecting means or
mechanism in electrical communication
with the transferring means or
mechanism;

Gallagher at 1:13-18 (“a database having a main computer, a caller/called
interface, a transmitter/receiver interface, a data storage and processing
system, means for controlling the storage and processing of data, means
for controlling the processing of data, means for controlling the process
of being called by one or more user units or another database.”).

Gallagher at 1:19-22 (“at least one user unit having means for
communication with said database including a transmitter/receiver
interface and means for storing/recalling and/or processing data received
from the database.”).

Gallagher discloses that the connecting means or mechanism is in
electrical communication with the transferring means or mechanism.

See Claimll, Gallagher disclosure re “digital video or digital audio.”

means or a mechanism for transmitting
the desired digital video or digital audio
signals from the first memory with a
transmitter in control and possession of
the first party to a receiver having the
second memory while said receiver is in
possession and control of the second
party, said receiver placed at a location
determined by the second party, said
transmitting means or mechanism in
electrical communication with said
connecting means or mechanism;

Gallagher at 1:13-18 (“a database having a main computer, a caller/called
interface, a transmitter/receiver interface, a data storage and processing
system, means for controlling the storage and processing of data, means
for controlling the processing of data, means for controlling the process
of being called by one or more user units or another database.”).
Therefore the transmitter is in control and possession of the first party.

Gallagher at 1:19-22 (“at least one user unit having means for
communication with said database including a transmitter/receiver
interface and means for storing/recalling and/or processing data received
from the database.”). Therefore the receiver is in possession and control
of the second party

Gallagher also discloses that general public is at home and therefore at a
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location determined by the second party. Gallagher at 2:92-93 (“home-
buying of material” and “immediate access to material.”)

Gallagher discloses that the connecting means or mechanism is in
electrical communication with the transferring means or mechanism.

See Claim 1, Gallagher disclosure re “digital video or digital audio.”

means or a mechanism for storing the
digital video or digital audio signals in
the second memory, said storing means
or mechanism in electrical
communication with said transmitting
means or mechanism; and means or
mechanism for playing the digital video
or digital audio signals stored in the
second memory, said playing means or
mechanism connected to the second
memory.

See Claim 22.

Gallagher at 1:19-22 (“user unit having means for communication with
said database including a transmitter/receiver interface and means for
storing/recalling and/or processing data received from the database”).

Gallagher at 1:13-18 (“a database having a main computer, a caller/called
interface, a transmitter/receiver interface, a data storage and processing
system, means for controlling the storage and processing of data, means
for controlling the processing of data, means for controlling the process
of being called by one or more user units or another database.”).

Therefore, Gallagher discloses that the storing means or mechanism is in
electrical communication with said transmitting means or mechanism.

Gallagher at Abstract, p.1 (“Preferably the user unit includes playback
apparatus.”). Gallagher at 1:87-92, Fig. 3 (“The user unit, Figure 3,
comprises a . . . suitable conversion apparatus 34 for audio and/or visual
reproduction.”).

24. A system as described in claim 23
wherein the connecting means or
mechanism comprise a first control unit
in possession and control of the first
party and a second control unit in
possession and control of the second

party.

See Claim 12, Gallagher disclosure re “a first party control unit” in
possession and control of a first party and connected to a “second party
control unit” in possession and control of the second party.

25. A system as described in claim 18
wherein the first control unit comprises
a first control panel, first control
integrated circuit and a sales random
access memory, said sales random
access memory and said first control
panel in electrical communication with
said first control integrated circuit, said
second control unit comprising a second
control panel, a second control
integrated circuit, an incoming random
access memory and a playback random
access memory, said second control
anel, said incoming random access

See Claims 7, 8 and 9, Gallagher disclosure re a first control unit with a
first control panel, first integrated circuit and a sales random access
memory in electrical communication with first integrated circuit; and
second control unit having a second control panel, second integrated
circuit, incoming random access memory and playback random access
memory, where the second control panel, incoming random access
memory and playback random access memory are in electrical
communication with the second control integrated circuit.
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memory and said playback random
access memory in electrical
communication with said second control
integrated circuit.

26. A system as described in claim 25
wherein the telecommunications lines
include telephone lines.

Gallagher discloses telephone lines. Gallagher at 1:28-31 (“The media
for data transfer is preferably high speed telephone links by way of
modems. However, normal telephone links, fibre optic links, electro-
magnetic waves or any other suitable medium may be used.”).

27. A system as described in claim 26
wherein the first memory comprises a
first hard disk and the second memory
comprises a second hard disk.

Gallagher at 1:32-35 (“The media for storage of data would be floppy
disk, hard disk, optical or laser disk, magnetic tape, integrated circuit
memory or any other suitable medium.”)

28. A system as described in claim 27
including a video display and speakers
in possession and control of the second
party, said video display and speakers
in electrical communication with said
second control integrated circuit.

Gallagher at 1:87-92 (“The user unit, Figure 3, comprises a . . . suitable
conversion apparatus 34 for audio and/or visual reproduction.”).

Gallagher at 1:19-22 (“user unit having means for communication with
said database including a transmitter/receiver interface and means for
storing/recalling and/or processing data received from the database™).

29. A system for transmitting desired
digital video or digital audio signals
stored on a first memory of a first party
at a first location to a second memory of
a second party at a second party
location comprising:

2]

ee Claim 11.

means or a mechanism for the first party
to charge a fee to the second party for
access to the desired digital video or
digital audio signals at a location
remote from the second location, said
first party controlling use of the first
memory, said second party controlling
use and in possession of the second
memory;

See Claim 1, Gallagher disclosure re “selling electronically.”

See Claims 4 and 22, Gallagher disclosure re “controlling use” of the first
memory by the first party and the second memory by the second party.

See Claims 2, 19 and 22, Gallagher disclosure re “remote location” or
“location remote.”

means or a mechanism for connecting
electronically via telecommunications
lines the first memory with the second
memory such that the desired digital
video or digital audio signals can pass
therebetween, said connecting means or
mechanism in electrical communication

See Claim 22, Gallagher disclosure re “connecting electronically via
telecommunications lines.”

See Claim 23, Gallagher disclosure re “in electrical communication.”

See also Claim 22 limitation re “control and possession.”
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with the transferring means or
mechanism;

means or a mechanism for. transmitting
the desired digital video or digital audio
signals from the first memory with a
transmitter in control and possession of
the first party to a receiver having the
second memory while said receiver is in
possession and control of the second -
party, said receiver placed by the
second party at the second party
location determined by the second
party, said transmitting means or
mechanism in electrical communication
with said connecting means or
mechanism;

See claim 22, Gallagher disclosure re “means or a mechanism for
transmitting the desired digital video or digital audio signals from the first
memory with a transmitter in control and possession of the first party to a
receiver of the second party control unit having the second memory.”

See Claim 23, Gallagher disclosure re “in electrical communication.”

See also Claim 22 limitation re “control and possession.”

means or a mechanism for storing the
digital video or digital audio signals in
the second memory, said storing means
or mechanism in electrical
communication with said transmitting
means or mechanism; and means or
mechanism for playing the digital video
or digital audio signals stored in the
second memory, said playing means or
mechanism connected to the second
memory.

Gallagher at 1:19-22 (“user unit having means for communication with
said database including a transmitter/receiver interface and means for
storing/recalling and/or processing data received from the database”).

Gallagher at Abstract, p.1 (“Preferably the user unit includes playback
apparatus.”). Gallagher at 1:87-92, Fig. 3 (“The user unit, Figure 3,
comprises a . . . suitable conversion apparatus 34 for audio and/or visual
reproduction.”).

See also Claim 22 limitation re “control and possession.”

30. A system as described in claim 29
wherein the means or mechanism for
the first party to charge a fee includes
means or a mechanism for transferring
money electronically via
telecommunications lines to the first
party at a location remote from the
second memory at the second location.

See Claim 1, Gallagher disclosure re “selling electronically.”

See Claim 2, Gallagher disclosure re “first party location remote from the
second party location.”

31. A system as described in claim 30
wherein the connecting means or
mechanism comprise a first control unit
in possession and control of the first
party and a second control unit in
possession and control of the second

party.

Gallagher at 1:13-18 (“a database having a main computer, a caller/called
interface, a transmitter/receiver interface, a data storage and processing
system, means for controlling the storage and processing of data, means
for controlling the processing of data, means for controlling the process
of being called by one or more user units or another database.”).

Gallagher at 1:19-22 (“at least one user unit having means for
communication with said database including a transmitter/receiver
interface and means for storing/recalling and/or processing data received
from the database.”).
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32. A system as described in claim 31
wherein the first control unit comprises
a first control panel, first control
integrated circuit and a sales random
access memory, said sales random
access memory and said first control
panel in electrical communication with
said first control integrated circuit, said
second control unit comprising a second
control panel, a second control
integrated circuit, an incoming random
access memory and a playback random
access memory, said-second control
panel, said incoming random access
memory and said playback random
access memory in electrical
communication with said second control
integrated circuit.

See claim 25, which is identical.

See Claims 7, 8 and 9, Gallagher disclosure re a first control unit with a
first control panel, first integrated circuit and a sales random access
memory in electrical communication with first integrated circuit; and
second control unit having a second control panel, second integrated
circuit, incoming random access memory and playback random access
memory, where the second control panel, incoming random access
memory and playback random access memory are in electrical
communication with the second control integrated circuit.

33. A system as described in claim 32
wherein the telecommunications lines
include telephone lines.

See claim 26, which is identical.

Gallagher discloses telephone lines. Gallagher at 1:28-31 (“The media
for data transfer is preferably high speed telephone links by way of
modems. However, normal telephone links, fibre optic links, electro-
magnetic waves or any other suitable medium may be used.”).

34. A system as described in claim 33
wherein the first memory comprises a
first hard disk and the second memory
comprises a second hard disk.

See claim 27, which is identical.

35. A system as described in claim 34
including a video display and speakers
in possession and control of the second
party, said video display and speakers
in electrical communication with said
second control integrated circuit.

See claim 28, which is identical.

36. A method for transmitting desired
digital video or digital audio signals
stored in a first memory of a first party
at a first party location to a second
memory of a second party comprising

Gallagher discloses the transfer of desired digital video audio in a
“recorded data transfer system” of “digital data” in the “entertainment
industry” such as “audio or visual” data. See Gallagher at 1:5, 1:8, 1:6-7,
1:91, Figs. 2 & 3
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the steps of:

Gallagher at 1:13-16 (The first memory of a first party is a “database
having a main computer, . . . a data storage and processing system, means
for controlling the storage and processing of data . . . .”)

Gallagher at 1:21-22 (The second memory of a second party is a “user
unit having . . . means for storing/recalling and/or processing data
received from the database”).

placing a second party control unit
having the second memory by the
second party at a desired second party
location determined by the second
party, said second party location remote
from the first party location;

Gallagher discloses a second memory of a second party control unit of a
second party. Gallagher at 1:21-22 (“means for storing/recalling and/or
processing data received from the database™). Gallagher at 1:102-14, -
2:104-107 (“The user . . . can log on to the data base and make her/his
selection according to a supplied menu.”).

The second party location is remote. Gallagher discloses sale is to the
general public. Gallagher at 1:49-50 (“sale to the general public via their
user units.”) Gallagher also discloses that general public is at home and
therefore at a remote location. Gallagher at 2:92-93 (“home-buying of -
material” and “immediate access to material.”)

charging a fee by the first party to the
second party at a location remote from
the second party location so the second
party can obtain access to the digital
video or digital audio signals possessed
by the first party, said first party and
said second party in communication via
said telecommunications lines;

See Claim 1, Gallagher disclosure re “selling electronically.”

See Claims 4 and 22, Gallagher disclosure re “controlling use” of the first
memory by the first party and the second memory by the second party.

See Claims 2, 19 and 22, Gallagher disclosure re “remote location” or
“location remote.”

connecting electronically via
telecommunications lines the first
memory with the second memory such
that the desired digital video or digital
audio signals can pass therebetween;

See Claim 22, Gallagher disclosure re “connecting electronically via
telecommunications lines.”

See Claim 23, Gallagher disclosure re “in electrical communication.”

See also Claim 22 limitation re “control and possession.”

transferring electronically via
telecommunications lines the digital
video or digital audio signals from a
first location with the first memory to
the desired second party location with
the second memory while the second
memory is in possession and control of
the second party, said second party
location remote from said first location,
said first memory in communication
with said second memory via the
telecommunications lines;

See claim 22, Gallagher disclosure re “means or a mechanism for
transmitting the desired digital video or digital audio signals from the first
memory with a transmitter in control and possession of the first party to a
receiver of the second party control unit having the second memory.”

See Claim 23, Gallagher disclosure re “in electrical communication.”

See also Claim 22 limitation re “control and possession.™

storing the digital video or digital audio
signals in the second memory; and
playing the digital video or digital audio
signals stored in the second miemory

Gallagher at 1:19-22 (“user unit having means for communication with
said database including a transmitter/receiver interface and means for
storing/recalling and/or processing data received from the database”).
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with the second party control unit.

Gallagher at Abstract, p.1 (“Preferably the user unit includes playback
apparatus.”). Gallagher at 1:87-92, Fig. 3 (“The user unit, Figure 3,
comprises a . . . suitable conversion apparatus 34 for audio and/or visual
reproduction.”).

See also Claim 22 limitation re “control and possession.”

37. A method as described in claim 36
wherein the step of charging a fee
includes the step of charging a fee via
telecommunications lines by the first
party to the second party at a location
remote from the second party location.

See claim 2, which is identical.

38. A method as described in claim 37
wherein the second party has an account
and the step of charging a fee includes
the step of charging the account of the
second party.

See claim 3, which is identical.

39. A method as described in claim 38
wherein the step of charging the account
of the second party 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.

See claim 4, which is identical.

40. A method as described in claim 39
including after the transferring step,
there is the step of repeating the
charging a fee, connecting, and
transferring steps.

See claim 5, which is identical.

41. A method for transmitting desired
digital video or digital audio signals
stored on a first memory of a first party
to a second memory of a second party
comprising the steps of:

See Claim 11.
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selling electronically via
telecommunications lines to the second
party at a location remote from the first
memory by the first party controlling
use of the first memory, said second
party financially distinct from the first
party, said second party in control and
in possession of a second party control
unit having a receiver and the second
memory connected to the receiver;

See Claim 1, Gallagher disclosure re “selling electronically via
telecommunications lines.”

Gallagher discloses that the first party is in control and possession of the
first memory. Gallagher at 1:8-9 (“a database which may be housed by a
record company”). Gallagher at 1:13-18 (The first memory of a first
party is a “database having a main computer, . . . a data storage and
processing system, means for controlling the storage and processing of
data, means for controlling the process of being called by one or more
user units or another database”).

Gallagher discloses that the second party is in control and possession of
the second memory. Gallagher at 1:49-50 (The general public has the
user units, which contain the second miemory, and therefore is in
possession and control.).

Gallagher also discloses that general public is at home and therefore at a
remote location. Gallagher at 2:92-93 (“home-buying of material’” and
“immediate access to material.”)

Gallagher discloses that the first and second parties are financially
distinct as the “record company” provides the digital data “for sale to the
general public.” (Gallagher at 1:46-50). During prosecution, Hair
admitted that “[o]ne skilled in the art would know since the music is
distributed through electronic sale, ‘the second party must be financially
distinct from the first party’ or there could be no sale.” See ‘734 Patent
File Wrapper, 1/3/94 Hair Decl. at 3-4.

connecting electronically via
telecommunications lines the first
memory with the second memory such
that the desired digital video or digital
audio signals can pass therebetween;

‘Gallagher discloses forming a connection electronically through

telecommunications lines between the first and second memories.
Gallagher at 1:28-31 (“The media for data transfer is preferably high
speed telephone links by way of modems. However, normal telephone
links, fibre optic links, electro-magnetic waves or any other suitable
medium may be used.”).

Gallagher discloses the transfer of desired digital video audio in a
“recorded data transfer system” of “digital data” in the “entertainment
industry” such as “audio or visual” data. See Gallagher at 1:5, 1:8, 1:6-7,
1:91,Figs. 2 & 3

transmitting the desired digital video or
digital audio signals from the first
memory with a transmitter in control
and possession of the first party to the
receiver connected to the second
memory of the second party control unit
at the location determined by the second
party while said second party control
unit is in possession and control of the
second party;

See Claim 1, Gallagher disclosure re “digital video or digital audio
signals.”

Gallagher at 1:13-18 (“a database having a main computer, a caller/called
interface, a transmitter/receiver interface, a data storage and processing
system, means for controlling the storage and processing of data, means
for controlling the processing of data, means for controlling the process
of being called by one or more user units or another database.”).

Gallagher at 1:19-22 (“at least one user unit having means for
communication with said database including a transmitter/receiver
interface and means for storing/recalling and/or processing data received
from the database.”). :
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See also limitation immediately above re “control and possession.”

storing the digital video or digital audio
signals in the second memory; and
playing the digital video or digital audio
signals stored in the second memory
with the second party control unit.

Gallagher at 1:19-22 (“‘user unit having means for communication with
said database including a transmitter/receiver interface and means for
storing/recalling and/or processing data received from the database”).

Gallagher at Abstract, p.1 (“Preferably the user unit includes playback
apparatus.”). Gallagher at 1:87-92, Fig. 3 (“The user unit, Figure 3,
comprises a . . . suitable conversion apparatus 34 for audio and/or visual
reproduction.”).

42. A method for transferring desired
digital video or digital audio signals
from a first party to a second party
comprising the steps of:

See claim 11, which is identical.

placing a second party control unit
having a second memory by the second
party at a desired location determined
by the second party;

See claim 11, which is identical.

See “placing” limitation of claim 11 above.

forming a connection through
telecommunications lines betweena -
first memory of a first party and the
second memory of the second party,
said first memory having said desired
digital video or digital audio signals;

See claim 11, which is identical,

See “forming” limitation of claim 11 above.

selling electronically by the first party
to the second party through
telecommunications lines, the desired
digital video or digital audio signals in
the first memory;

See claim 11, which is identical.

See “selling” limitation of claim 11 above.

transferring the desired digital video or
digital audio signals from the first
memory of the first party to the second
memory of the second party through
telecommunications lines; and playing
the digital video or digital audio signals
stored in the second memory with the
second party control unit.

See “transferring” limitation of claim 1 above.

43. A method as described in claim 42
wherein the second party is at a second
party location and the step of selling
electronically includes the step of
charging a fee via telecommunications
lines by the first party to the second

See claim 2, which is identical.

See claim 2 above.
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party at a first party location remote
from the second party location.

44. A method as described in claim 43
wherein the second party has an account
and the step of charging a fee includes
the step of charging the account of the
second party.

See claim 3, which is identical.

See claim 3 above.

45. A method as described in claim 44
wherein the step of charging the account
of the second party 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.

See claim 11, which is identical.

See claim 4 above.

46. A method for transferring desired
digital video or digital audio signals
comprising the steps of:

See Claims 1 and 11.

placing a second party control unit
having a second memory by the second
party at a desired second party location
determined by the second party;

See Claim 11.

Gallagher discloses a second party control unit (part of the user unit).
Gallagher at 1:19-22 (“at least one user unit having means for
communication with said database including a transmitter/receiver
interface and means for storing/recalling and/or processing data received
from the database.”).

Gallagher also discloses that general public is at home and therefore at a
location determined by the second party. Gallagher at 2:92-93 (“home-
buying of material”’ and “immediate access to material.”)

forming a connection through
telecommunications lines between a
first memory of a first party and the
second memory of a second party, said
‘first memory having said desired digital
video or digital audio signals;

Gallagher at 1:28-31 (“The media for data transfer is preferably high
speed telephone links by way of modems. However, normal telephone
links, fibre optic links, electro-magnetic waves or any other suitable
medium may be used.”).

Gallagher at 1:81-84 (“The database, Figure 2, comprises a parallel
transmitter/receiver 20, a serial/parallel and parallel/serial converter 21,
an encoder/decoder 22 and a buffer store 23.”)

Gallagher also discloses a “transmitter/receiver” at the source unit), at the
database (Gallagher at 1:81-82, Fig. 2), and at the user unit (Gallagher at
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1:87-88, Fig. 3).

Gallagher discloses that “[t]he data is transferred from the source unit to
the database where it is processed for storage in library form whereby
selected data can be transmitted to any user and/or source unit in national
or foreign territories.” (Gallagher at 1:39-43)

See Claim 1, Gallagher disclosure re “digital video or digital audio
signals,” “first memory of a first party,” and “second memory of a second

pal'ty.”

incurring a fee by the second party to
the first party for the use of
telecommunications lines, the desired
digital video or digital audio signals in
the first memory;

See Claim i, Gallagher disclosure re “selling electronically.”

transferring the desired digital video or
digital audio signals from the first
memory of the first party to the second
memory of the second party through
telecommunications lines while the
second memory is in possession and
control of the second party; and playing
the digital video or digital audio signals
stored in the second memory with the
second party control unit.

See “transferring” limitation of claim 1 above.

47. A system for transferring digital
video signals from a first party to a
second party at a second party location
comprising:

See “transferring” limitation of claim 1 above.

a first party control unit having a first
memory having a plurality of desired
individual video selections as desired
digital video signals, and means or a
mechanism for the first party to charge
a fee to the second party for access to
the desired digital video signals at a
location remote from the second party
location;

Gallagher at 1:13-18 (“a database having a main computer, a caller/called
interface, a transmitter/receiver interface, a data storage and processing
system, means for controlling the storage and processing of data, means
for controlling the processing of data, means for controlling the process
of being called by one or more user units or another database.”).

See Claim 1 re “digital video or digital audio signals.”

See Claim 1 re “electronically selling.”

a second party control unit having a
second party control panel, a receiver
and a video display for playing the
desired digital video signals received by
the receiver, said second party control
panel connected to the video display
and the receiver, said receiver and video
display operatively controlled by the

Gallagher at 1:19-22 (“at least one user unit having means for
communication with said database including a transmitter/receiver
interface and means for storing/recalling and/or processing data received
from the database.”). .

Gallagher at Abstract, p.1 (“Preferably the user unit includes playback
apparatus.”). Gallagher at 1:87-92, Fig. 3 (“The user unit, Figure 3,
comprises a . . . suitable conversion apparatus 34 for audio and/or visual
reproduction.”).

second party control panel, said second
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party control unit remote from the first
party control unit, said second party
control unit placed by the second party
at a second party location determined
by the second party which is remote
from said first party control unit, said
second party choosing the desired
digital video signals from the first
memory with said second party control
panel; and

reproduction.”).

Gallagher 1:87-92, Fig. 3 (“The user unit, Figure 3, comprises a parallel
receiver/transmitter 30, a serial/parallel and parallel/serial converter 31, a
storage medium 32 such as video tape or optical disk, a decoder 33 and
suitable conversion apparatus 34 for audio and/or visual reproduction.”).
Gallagher at 1:102-104 (“The user . . . can log on to the data base and
make her/his selection according to a supplied menu.”).

Gallagher also discloses sale to the general public that is at home and
therefore at a remote location. The second party control unit is placed by
the second party at a location determined by the second party. Gallagher
at 2:92-93 (“home-buying of material”’ and “immediate access to
material.”)

telecommunications lines connected to
the first party control unit and the
second party control unit through which
the desired digital video signals are
electronically transferred from the first
memory to the receiver while the
second party control unit is in
possession and control of the second
party after the desired digital video
signals are sold to the second party by
the first party.

See Claim 1, Gallagher disclosure re “telecommunications lines” between
the first party control unit and second party control unit and “selling
electronically” information that is “transferred” from the first memory to
the second memory while the second memory is in possession and control
of the second party after the desired information (digital audio/video
signals) are sold by the first party.

48. A system as described in claim 47
wherein the second party control unit
includes a second memory which is
connected to the receiver and the video
display, said second memory storing the
digital video signals that are received by
the receiver to provide the video display.
with the digital video signals.

See “second party control unit” limitation of claim 12 above.

49. A system as described in claim 48
wherein the first party control unit
includes a first party hard disk having a
plurality of digital video signals which
include the desired digital video signals,
and a sales random access memory chip
electronically connected to the first
party hard disk for storing a replica of
the desired digital video signals of the

See claim 13 above, which is identical, except it is for Video Only.

Gallagher discloses both digital video and digital audio. See claim 1.

first party's hard disk.
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50. A system as described in claim 49
wherein the second party control unit
includes a second party hard disk which
stores a plurality of digital video
signals, and a playback random access
memory chip electronically connected
to the second party hard disk for storing
a replica of the desired digital video
signals as a temporary staging area for
playback.

See claim 14 above, which is identical, except it is for Video Only.

Gallagher discloses both digital video and digital audio. See claim 1.

51. A system as described in claim 50
wherein the first party control unit
includes a first party control integrated
circuit which controls and executes
commands of the first party and is
connected to the first party hard disk,
the first party sales random access
memory, and the second party control
integrated circuit through the
telecommunications lines, said first
party control integrated circuit and said
second party control integrated circuit
regulate the transfer of the desired
digital video signals; and a first party
control panel through which the first
party control integrated circuit is
programmed and is sent commands and
which is connected to the first party
control integrated circuit.

See claim 15 above, which is identical, except it is for Video Only.

Gallagher discloses both digital video and digital audio. See claim 1.

52. A system as described in claim 51
wherein the second party control unit
includes a second party control
integrated circuit which controls and
executes commands of the second party
and is connected to the second party
hard disk, the playback random access
memory, and the first party control
integrated circuit through the
telecommunications lines, said second
party control integrated circuit and said
first party control integrated circuit
regulate the transfer of the desired
digital video signals; and a second party
control panel through which the second
party control integrated circuit is
programmed and is sent commands and
which is connected to the second party

See claim 16 above, which is identical, except it is for Video Only.

Gallagher discloses both digital video and digital audio. See claim 1.
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integrated circuit.

53. A system as described in claim 52
wherein the second party control unit
includes an incoming random access
memory chip connected to the second
party hard drive and the second party
control integrated circuit, and the first
party control unit through the
telecommunications lines for
temporarily storing the desired digital
video signals received from the first
party's control unit for subsequent
storage to the second party hard disk.

See claim 17 above, which is identical, except it is for Video Only.

Gallagher discloses both digital video and digital audio. See claim 1.

54. A system as described in claim 53
wherein the second party control unit
includes a video display unit connected
to the playback random access memory
chip and to the second party integrated
circuit for displaying the desired digital
video signals.

See claim 18 above, which is identical, except it is for Video Only.

Gallagher discloses both digital video and digital audio. See claim 1.

55. A system as described in claim 47
wherein the means or mechanism for
charging a fee includes means or a
mechanism for charging a fee via
telecommunications lines by the first
party to the second party at a location -
remote from the second party location.

See claim 19 above, which is identical, except it is for Video Only.

Gallagher discloses both digital video and digital audio. See claim 1.

56. A system as described in claim 55
wherein the second party has an account
and the means or mechanism for
charging a fee includes means or a
mechanism for charging the account of
the second party.

See claim 20 above, which is identical, except it is for Video Only.

Gallagher discloses both digital video and digital audio. See claim 1.

57. A system as described in claim 56
wherein the means or mechanism for
charging the account includes means or
a mechanism for charging a credit card
number of the second party.

See claim 21 above, which is identical, except it is for Video Only.

Gallagher discloses both digital video and digital audio. See claim 1. -

REQUEST FOR REEXAMINATION
35 OF U.S. PATENT NO. 5,966,440

Page 00040




58. A method for transmitting desired
digital video signals stored in a first
memory having a plurality of individual
video selections as digital video signals
of a first party at a first party location to
a second party at a second party
location so the second party can view
the desired digital video signals
comprising the steps of:

Gallagher discloses the transfer of desired digital video audio in a
“recorded data transfer system” of “digital data” in the “entertainment
industry” such as “audio or visual” data. See Gallagher at 1:5, 1:8, 1:6-7,
1:91, Figs. 2 & 3 :

See Claim 1, Gallagher disclosure re “first memory,” “first party,”
“second party”

Gallagher at 1:87-92 (“The user unit, Figure 3, comprises a . . . suitable
conversion apparatus 34 for audio and/or visual reproduction.”).

placing by the second party a receiver,
and a video display connected to the
receiver at the second party location
determined by the second party which is
remote from the first party location;

‘ Gallagher 1:87-92, Fig. 3 (“The user unit, Figure 3, comprises a parallel

receiver/transmitter 30, a serial/parallel and parallel/serial converter 31, a
storage medium 32 such as video tape or optical disk, a decoder 33 and
suitable conversion apparatus 34 for audio and/or visual reproduction.”).
Gallagher at 1:102-104 (“The user . . . can log on to the data base and
make her/his selection according to a supplied menu.”).

See claim 2, Gallagher disclosure re “remote” and “second party
location.”.

charging a fee by the first party to the
second party at a location remote from
the second party location so the second
party can obtain access to the desired
digital video signals;

See “charging” limitation of claim 36 above.

connecting electronically via
telecommunications lines the first
memory with a receiver of the second
party while the receiver is in possession
and control of the second party;

Gallagher at 1:13-18 (“a database having a main computer, a caller/called
interface, a transmitter/receiver interface, a data storage and processing
system, means for controlling the storage and processing of data, means
for controlling the processing of data, means for controlling the process
of being called by one or more user units or another database.”).

Gallagher at 1:28-31 (“The media for data transfer is preferably high
speed telephone links by way of modems. However, normal telephone
links, fibre optic links, electro-magnetic waves or any other suitable
medium may be used.”).

Gallagher at 1:19-22 (“user unit having means for communication with
said database including a transmitter/receiver interface and means for
storing/recalling and/or processing data received from the database™).

choosing the desired digital video
signals by the second party from the
first memory of the first party so desired
video selections are selected;

Gallagher at 1:102-104 (“The user . . . can log on to the data base and
make her/his selection according to a supplied menu.”).

transmitting the desired digital video
signals from the first memory with a
transmitter in control and possession of

See “transmitting” limitation of claim 22 above.

the first party to the receiver of the
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second party while the receiver is in
possession and control of the second
party at the second party location

determined by the second party; and

displaying the desired video signals
received by the receiver on the video
display in possession and control of the
second party.

Gallagher at 1:87-92 (“The user unit, Figure 3, comprises a . . . suitable
conversion apparatus 34 for audio and/or visual reproduction.”).

Gallagher at Abstract, p.1 (“Preferably the user unit includes playback
apparatus.”)

59. A method as described in claim 58
wherein the step of charging a fee
includes the step of charging a fee via
telecommunications lines by the first
party to the second party so the second
party can obtain access to the desired
digital video signals stored on the first
memory.

See “means or mechanism for the first party to charge a fee to the second
party for access” limitation of claim 29 above.

60. A method as described in claim 59

wherein the second party has an account-

and the step of charging a fee includes
the step of charging the account of the
second party.

See claim 3 above, which is identical.

61. A method as described in claim 60
wherein the step of charging the account
of the second party 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.

See claim 4 above, which is identical.

62. A system for transferring digital
audio signals from a first party to a
second party-at a second party location
comprising:

See claim 47 above, which is identical, except it replaces video signals
with audio signals and replaces video monitor with speakers].

See claim 47 above. Gallagher discloses both digital video and digital
audio. Seeclaim 1. See Gallagher at 1:5, 1:8, 1:6-7, 1:91, Figs. 2 & 3
(“recorded data transfer system” of “digital data” in the “entertainment
industry” such as “audio or visual” data).
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a first party control unit having a first
memory having a plurality of desired
individual songs as desired digital audio
signals, and means or a mechanism for
the first party to charge a fee to the
second party for access to the desired
digital audio signals at a location
remote from the second party location;

See this limitation of claim 47, above.

a second party control unit having a
second party control panel, a receiver
and speakers for playing the desired
digital audio signals received by the
receiver, said second party control
panel connected to the speakers and the
receiver, said receiver and speakers
operatively controlled by the second
party control panel, said second party
control unit remote from the first party
control unit, said second party control
unit placed by the second party at a
second party location determined by the
second party which is remote from said
first party control unit, said second
party choosing the desired digital audio
signals from the first memory with said
second party control panel; and

See this limitation of claim 47, above.

telecommunications lines connected to
the first party control unit and the
second party control unit through which
the desired digital audio signals are
electronically transferred from the first
memory to the receiver while the
second party control unit is in
possession and control of the second
party after the desired digital audio
signals are sold to the second party by
the first party.

See this limitation of claim 47, above.

63. A method for transmitting desired
digital audio signals stored in a first
memory having a plurality of individual
songs as digital audio signals of a first
party at a first party location to a second
party at a second party location so the
second party can listen to the desired
digital audio signals comprising the
steps of:

See claim 58 above, which is identical, except it replaces video signals ‘
with audio signals and replaces video monitor with speakers. See claim
58 above. ’

Gallagher discloses both digital video and digital audio. See claim 1.

See Gallagher at 1:5, 1:8, 1:6-7, 1:91, Figs. 2 & 3 (“recorded data

transfer system” of “digital data” in the “entertainment industry” such as
“audio or visual” data).

placing by the second party a receiver,
and speakers connected to the receiver

See “placing” limitation of claim 58, above.

REQUEST FOR REEXAMINATION
38 OF U.S. PATENT NO. 5,966,440

Page 00043




at the second party location determined
by the second party which is remote
from the first party location;

charging a fee by the first party to the
second party at a location remote from
the second party location so the second
party can obtain access to the desired
digital audio signals;

See “charging” limitation of claim 58, above.

connecting electronically via
telecommunications lines the first
memory with a receiver of the second
party while the receiver is in possession
and control of the second party;

See “connecting” limitation of claim 58, above.

choosing the desired digital audio
signals by the second party from the
first memory of the first party so desired
songs are selected;

See “choosing” limitation of claim 58 and preamble to claim 63 above.

transmitting the desired digital audio
signals from the first memory with a
transmitter in control and possession of
the first party to the receiver of the
second party while the receiver is in
possession and control of the second
party at the second party location
determined by the second party; and

See “transmitting” limitation of claim 58 and preamble to claim 63 above.

‘playing the desired audio signals
received by the receiver on the speakers
in possession and control of the second

party.

See “playing” limitation of claim 58 and preamble to claim 63 above.
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B. GREMILLET (U.S. Pat. No. 4,499,568): Claims 1 — 63 of the Hair ‘440

Patent Are Anticipated Under 35 U.S.C. § 102 by Gremillet and/or Are

Rendered Obvious Under 35 U.S.C. § 103 by Gremillet in view of Gallagher,

Freeny, Akashi, Schwartz, Hellman, Ferrarini, Rosch, Elmer-Dewitt, Jared,

Kramer, Jordan, Waters, McDonnell, Fishcher and/or Zilber.

Gremillet (US 4,499,568) was filed on December 13, 1982 in the United States
and has a foreign application priority date of December 16, 1981 (France). Gremiilet issued on
February 12, 1985, prior to the earliest filing date of June 13, 1988 of the Hair patents.
Accordingly, Gremillet is prior art to the Hair ﬁatents. It was not cited durjng the prosecution of
the ‘440 patent. |

Gremillet teaches a process aﬁd system for vending recorded information over
telecommunications lines. Gremillet at Abstract. The system includes forming a connection
through telecommunication lines between a first memory of a first party and a second memory of
a second p.arty, the first memory having the recorded information including digital audio, selling
by the first party to the second party through the telecommunications lines the desired digital
audio or video signals, transferring the desired digital signals from the first party to the second
party through the telecommunications lines whiie the second memory is in possession and
control of the second party (at a remote location) and storing the digital signals in the second
memory.

Gremillet specifically teaches vending digital audio. Gremillet at 2:29-31. The
telecommunications lines include broadcast means, such as antennae, optical fibres, cables and
telephone lines. Gremillet at 4:1-7 and Claim 5. Individual musical works are kept at a ven_dor’s
location in a first memory (an “information bank’). Users request musical works from this

distribution center and the distribution center transmits the requested songs to them, all over

telecommunications lines. The user equipment magnetically records the incoming audio material
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onto a memory. Moreover, Gremillet teaches the playback of audio from this memory medium.
Gremillet at Fig. 1 (sound restoration system with speakers). Further, Gremillet discloses the
well known componentry described by Hair, such as control integrated circuits and random
access memory. Gremillet at Fig. 2.

While Gremillet does not specifically detail the use of credit cards for vending
digital audio signals, these means would have been generally known to one of ordinary skill in

the art. In prosecution, Hair himself relied on “the well known practices of ‘transferring’ and

verifying monies across telephone lines such as by a ‘credit card’; or by ‘charéing a fee’ to the
second party, so the second party can gain access to the first party’s memory through
telecommunications lines to select the desired digital video or digital audio signals,” to overcome
a rejection for inadequate written description. ‘734 Prosecution History, 1/3/94 Hair Decl., p 5.
Moreover, such details would have been obvious in light 'of Gallagher, Freeny and Ferrarini.
Though Gremillet’s preferred embodiment is specifically related to digital audio,
the specification broadlsl teaches “‘vending recorded information.” Thus, in view of other
references such as Gallagher and Rosch, Gremillet renders digital video obvious. Moreover, in
prosecution Hair admitted that the electronic sale of digital video was well known. ‘734

Prosecution History, 1/3/94 Hair Decl., p. 5. (referring to “the well known practices of

‘transferring’ and verifying monies across telephone lines such as by a ‘credit card’; or by
‘charging a fee’ to the second party, so the second party can gain access to the first party’s
memory through telecommunications lines to select the desired digital video or digital audio

signals,” in order to overcome a rejection for lack of written description.)

The memory medium disclosed in Gremillet’s preferred embodiment is a video

disk or video recorder. This was the high-density recording medium of choice in the early-

REQUEST FOR REEXAMINATION
41 OF U.S. PATENT NO. 5,966,440

Page 00046



eighties due to the cost and capacity limitations of other media. However, by the late eighties
hard disk had become a more attractive optionT Thus, Gremillet’s teaching that the recording
medium could be “an apparatus generally suitable for recording picture signals” (Gremillet at
2:21-22) would have been interpreted to include a hard drive in 1988. During prosecution, Hair
admitted that the use of hard disks in electronic sales was well known. ‘573 Prosecution History
6/25/92 Hair Decl. (“The use of transferring money across telecommunications connections, such
as by telephoning the agent who has the hard disc over the phone lines, for obtaining data on the

hard disc is well known to one skilled in the art to be part of electronic sales.””). Moreover, use of

a hard disk would be obvious in view of other references such as Gallagher, Schwartz and Rosch.

While encryption of data is not specifically disclosed by Gremillet, the problem of
piracy was well known within the art and a person of ordinary skill would have adopted one of
the solutions known within the art to overcome this problem. Such teachings are plailrly
disclosed in other references from the time such as Gallagher, Hellman and Waters.

Accordingly, the Gremillet reference raises substantial new questions of

patentability of the Hair ‘440 patent.

1. A method for transferring desired Gremillet teaches digital audio, a technology considered conventional at the
digital video or digital audio signals time of Gremillet’s patent. Gremillet at 2:29-31 (“However, from the
comprising the steps of: structural standpoint it involves conventional digital or analog signal...”);
2:67-68 (“The message can be transmitted in either analog or digital
manner”’); see also 5:1-4; Claim 3 (“wherein the transmission of the
message takes place in a digital manner.”); along with Claims 1
(“corresponding to sound”) and 4 (*“the information consists of musical
works”). '

In addition, it would have been obvious to a person skilled in the art at the
time to transfer “digital audio” via telecommunications lines. McDonnell
(“Using proper analog to digital convertors with CSDC will enable users to
send high fidelity music and speech more easily than existing methods
allow.”); Fishcher (“The modem is the passport to a rich variety of musical
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experience if you are interested in musical instrument digital interface
(MIDI) music. Nationwide on-line services offer information and files for
Apple II users.”)

It also teaches digital video. Gremillet covers “recorded information.”
Gremillet at Abstract.

In addition, it would have been obvious to a person skilled in the art at the
time to transfer “digital video” via telecommunications lines. Gallagher
expressly discloses the combination of “digital video” transfer via
telecommunications lines. Gallagher at 1:5, 1:8, 1:6-7, 1:91, Figs. 2 & 3
(Gallagher discloses the transfer of desired digital video audio in a
“recorded data transfer system” of “digital data” in the “entertainment
industry” such as “audio or visual” data.) Gallagher also expressly
discloses a “video display.” Gallagher at Fig. 3 (“audio/video conversion”).
Gallagher at 1:90-92 (“suitable conversion apparatus 34 for audio and/or
visual reproduction”).

Additionally, Freeny also expressly discloses the combination of the
combination of “digital video” transfer via telecommunications lines.
Freeny at 1:10-14, 6:32-37 (“Information embodied in recordings . . . video
games, motion pictures, software . . . electronic games . . . and the like,”
“received on the input line 16 may be in an analog format or in a digital
format.”).

Rosch also discloses the combination of the combination of “digital video”
transfer via telecommunications lines. Rosch at 228 (discussing
“Networking Video” using “Video Van Gogh” product; “A digitized picture
can also be sent—albeit very slowly, very slowly—over a standard
telephone line using the ComNet modem.”).

Jordan also discloses the combination of the combination of “digital
video” transfer via telecommunications lines. Jordan at 174 (“[In Britain]
VIDEOTEX uses the equally familiar telephone system to interactively
communicate information. . . . [I]n the case of VIDEOTEX, stand-alone
computers can be adapted to receive alphanumeric or graphics information.
... Alphaphotographic technology allows the transmission of photo quality
images and is being developed as a follow-on capability for all VIDEOTEX
systems.”). -

Elmer-Dewitt also discloses the combination of the combination of “digital
video” transfer via telecommunications lines. Elmer-Dewitt at 69 (“The
FBI prints descriptions of its ten most wanted criminals, complete with
digitized mug shots for quick identification.”).

' See also ‘440 Prosecution History, 1/4/96 Office Action at 4 (“Ogaki et al
discloses all that is claimed except that he does not disclose transferring
audio or video signals. However he does disclose transferring the software
programs through telecommunication lines for distributing or selling these
programs to consumers. Lightner discloses transferring audio/video signals
through telecommunications lines for distributing or selling to purchasers.

It would have been obvious to one of ordinary skill in the art to transfer or
sell[] distribute audio/video signals in the system and method taught by
Ogaki et al. It would have been obvious because one of ordinary skill in the
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art, based on common knowledge and common sense, would be able to
recognize a substitution of the contents of the software program signals with
audio/video signals.”).

Accordingly, “digital video” transfer via telecommunications lines would
have been obvious to one of ordinary skill in the art at the relevant time.

forming a connection through
telecommunications lines between a
first memory of a first party and a
second memory of a second party
control unit of a second party, said
first memory having said desired
digital video or digital audio signals;

Gremillet discloses a memory at a distribution centre (first party), which
“comprises a bank of musical recordings.” Gremillet at 3:38-39; Fig. 1
(“Information bank” 11); 3:4-6 (“a distribution center comprising an
information recording bank...”). The distribution centre stores the
recordings on disk or tape. Gremillet at 3:40-41 (“video disk or a video
recorder”).

Gremillet discloses a memory at the user (second party). Gremillet at 3:55-
56 (“user equipment [that] comprises ... a video recorder.””) Gremillet at
Fig. 1 (“Video Recording” 23); 4:37-37. (“The recording can be kept on the
video recorder for the purpose of listening to it later...”).

Gremillet’s disclosure of a “transmission channel” and “telephone lines”
anticipates the transmission of digital audio and video signals over
telecommunications lines and telephone lines in the ‘440 patent. Gremillet
at 2:57-59 (“transmitting to the requesting subscriber the said message by
means of a transmission channel”); Fig. 1 (transmission channel; telephone
network). See also Gremillet at 3:18-23; 34-36; 4:1-7 (“Transmission
channel is able to transmit data from the distribution centre to each of the
subscribers equipment. The flow rate is at least 50Mbits/s. It can comprise
broadcasting means consisting of a transmitter, a transmitting antenna, a
receiving antenna, or a cable or optical fibres.”); Claim 5 (“a means for
connecting subscribers to the distribution centre via a telephone network.”).

Gremillet teaches a second party control unit. Gremillet at 3:55-62 (“Each
user equipment ...”).

Moreover, this limitation was inherent. See ‘734 Prosecution history,
1/3/94 Hair Decl., p. 3-4 (“Furthermore, the ‘second party’ must have a
‘receiver’ (the control IC of the user in figure 1) in his ‘possession’ in order
to receive the music electronically from the hard disk of the agent over the
telecommunications lines, such as telephone lines.”).

selling electronically by the first party
to the second party through
telecommunications lines, the desired
digital video or digital audio signals
in the first memory; and

Gremillet’s invention relates to “vending” recorded information, including
digital audio and vending is the same as sale. Gremillet at Abstract.
Gremillet mentions “subscribers” throughout his patent. E.g. Gremillet at
4:35.

A person employing Gremillet’s invention for selling would have naturally
used electronic sales, because this would have provided the most
convenient purchaser experience in the context of teledistribution.

In addition, it would have been obvious to a person skilled in the art at the
time to electronically sell digital audio and video signals via
telecommunications lines. Gallagher expressly discloses the combination
of “selling electronically” digital audio and video signals over
telecommunications lines. Gallagher at 1:49-50 (“sale to the general public
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via their user units,” “home-buying of material” and “immediate access to
material™).

Additionally, Freeny discloses the combination of “selling electronically”
digital audio and video signals over telecommunications lines. Freeny at
12:31-36 (“a consumer credit card number also might be communicated . . .
so the owner of the information could approve the sale and, in effect, charge
the sale to the consumer credit card number”).

Hellman also discloses the combination of “selling electronically” digital
audio and video signals over telecommunications lines. Hellman at 5:57-
6:2 (“Base unit 12 generates and communicates to authorization and billing
unit 13 a signal representing a user originated request for software
use...BILLING INFORMATION is a credit car[d] number or similar
means for billing the user of the software.”).

Akashi also discloses the combination of “selling electronically” digital
audio and video signals over telecommunications lines. Akashi at 1
(Akashi discloses an “Automated Music Purchasing System” which
"communicates via telephone lines” and “sells recorded music via the
telephone line.”). Akashi at 2 (Akashi distinguishes the “conventional
system of selling recorded music,” that is, through “music sales outlets.”).
Akashi at 2, 5, Fig. 2 (the “automated music purchasing system network.”).
Akashi at 4 (a record company need “not require the current distribution
channels” [music sales outlets] and thus the “user would be able to easily as
well as freely search for and purchase desired music from home.”).

Elmer-Dewitt also discloses the combination of “selling electronically”
digital audio and video signals over telecommunications lines. Elmer-
Dewitt at 69 (“Today anybody with a computer, a modem and a deep line of
credit can buy an airline ticket to Cleveland, rent a Hertz car at the airport,
book a room at the Sheraton, buy a novel from Waldenbooks, check the
closing prices on Wall Street and purchase 100 shares of IBM—without
ever getting up from the computer.”)

Ferrarini also discloses the combination of “selling electronically” digital
audio and video signals over telecommunications lines. Ferrarini (“If you
decide to buy, you receive the software, complete with documentation, via
your microcomputer and the telephone lines. . . . Recently, a handful of
companies have established services that allow users to purchase software
just this way. If they are successful, delivering software via the telephone
will become a major method of distribution within the next few years.”).

See also ‘573 Prosecution History, Paper No. 27 at 2.: “One skilled in the
art would know that an electronic sale inherently assumes a transferring of
money by providing a credit card number (since that is the only way for
electronic sales to occur) coupled with a transferring of a service or
product. The use of transferring money across telecommunication
connections, such as by telephoning the agent who has the hard disc over
the phone lines, for obtaining data on the hard disc is well known to one
skilled in the art to be part of electronic sales.”

See also ‘573 Prosecution History, 5/5/94 IDS at 2 (Hair admits that “[t]his
patent [U.S. Patent No. 4,789,863 to Bush] discloses a pay per view
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entertainment system.”).

See also “734 Prosecution History, 1/3/94 Hair Decl. at 5 (“‘[E]lectronic
sales’ as disclosed refers to the well known practices of ‘transferring’ and
verifying monies across telephone lines such as by a ‘credit card’; or by
‘charging a fee’ to the second party, so the second party can gain access to
the first party’s memory through telecommunications lines to select the
desired digital video or digital audio signals.”).

Accordingly, the electronic sale of digital audio and video signals via
telecommunications lines would have been obvious to one of ordinary skill
in the art at the relevant time.

See ‘734 Prosecution history , 1/3/94 Hair Decl., p. 5 (“ ‘[E]lectronic sales’
as disclosed refers to the well known practices of ‘transferring’ and
verifying monies across telephone lines such as by a ‘credit card’; or by
‘charging a fee’ to the second party, so the second party can gain access to
the first party’s memory through telecommunications lines to select the
desired digital video or digital audio signals.”).

transferring the desired digital video
or digital audio signals from the first
memory of the first party to the
second memory of the second party
control unit of the second party
through telecommunications lines
while the second party control unit
with the second memory is in
possession and control of the second

party; and

See above re: telecommunications lines.

playing through speakers of the
second party control unit the digital
video or digital audio signals in the
second memory, said speakers of the
second party control unit connected
with the second memory of the
second party control unit.

Gremillet discloses a playback means including speakers. Gremillet at Fig.
1 (“Sound Restoration” 25); 4:34-37 (“An indicator can inform the
subscriber that listening can start....The recording can be kept on the video
recorder for the purpose of listening to it later...”).

2. A method as described in claim 1
wherein the second party is at a
second party location and the step of
selling electronically includes the step
of charging a fee via
telecommunications lines by the first
party to the second party at a first
party location remote from the second

party location.

The distribution centre and user were remote. Gremillet at 1:8-10 (“The
present invention relates to a process for the teledistribution or remote
distribution of recorded information or data and to a system for performing
the process.”) (emphasis added).

Moreover, Gremillet teaches vending recorded information over
telecommunication lines and a person of skill in the art would know that
telephone lines connect parties residing at remote locations. See ‘573
Prosecution history, 6/25/92 Amendment, p. 15 (“the memories are at
different locations and by being connected by telecommunication lines have
to be remote.”).

See claim 1 re: electronic transfer of money.
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3. A method as described in claim 2
wherein the second party has an
account and the step of charging a fee
includes the step of charging the
account of the second party.

See above re: electronic sales.

See claim 1 re: electronic transfer of money.

4. A method as described in claim 3
wherein the step of charging the
account of the second party 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.

The credit card limitation is found in the prior art. See ‘734 Prosecution
history, Information Disclosure Statement, 5/5/1994. p.2 (““[E]lectronic
sales’ as disclosed refers to the well known practices of ‘transferring’ and
verifying monies across telephone lines such as by a “credit card’; or by
‘charging a fee’ to the second party, so the second party can gain access to
the first party’s memory through telecommunications lines to select the
desired digital video or digital audio signals.” ).

In addition, it would have been obvious to a person skilled in the art at the
time to electronically sell digital audio and video signals via
telecommunications lines. Gallagher expressly discloses the combination
of “selling electronically” digital audio and video signals over
telecommunications lines. Gallagher at 1:49-50 (“sale to the general public
via their user units,” “home-buying of material” and “immediate access to
material”).

Additionally, Freeny discloses the combination of “selling electronically”
digital audio and video signals over telecommunications lines. Freeny at
12:31-36 (“a consumer credit card number also might be communicated . . .
so the owner of the information could approve the sale and, in effect, charge
the sale to the consumer credit card number”).

Hellman also discloses the combination of “selling electronically” digital
audio and video signals over telecommunications lines. Hellman at 5:57-
6:2 (“Base unit 12 generates and communicates to authorization and billing
unit 13 a signal representing a user originated request for software
use...BILLING INFORMATION is a credit car[d] number or similar
means for billing the user of the software.”).

Akashi also discloses the combination of “selling electronically” digital
audio and video signals over telecommunications lines. Akashi at 1
(Akashi discloses an “Automated Music Purchasing System” which
"communicates via telephone lines” and “sells recorded music via the
telephone line.”). Akashi at 2 (Akashi distinguishes the “conventional
system of selling recorded music,” that is, through “music sales outlets.”).
Akashi at 2, 5, Fig. 2 (the “automated music purchasing system network.”).
Akashi at 4 (a record company need “not require the current distribution
channels” [music sales outlets] and thus the “user would be able to easily as
well as freely search for and purchase desired music from home.”).

Elmer-Dewitt also discloses the combination of “selling electronically”
digital audio and video signals over telecommunications lines. Elmer-
Dewitt at 69 (“Today anybody with a computer, a modem and a deep line of
credit can buy an airline ticket to Cleveland, rent a Hertz car at the airport,
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book a room at the Sheraton, buy a novel from Waldenbooks, check the
closing prices on Wall Street and purchase 100 shares of IBM—without
ever getting up from the computer.”)

Ferrarini also discloses the combination of “selling electronically” digital
audio and video signals over telecommunications lines. Ferrarini (“If you
decide to buy, you receive the software, complete with documentation, via
your microcomputer and the telephone lines. . .. Recently, a handful of

companies have established services that allow users to purchase software
just this way. Ifthey are successful, delivering software via the telephone
will become a major method of distribution within the next few years.”).

See also ‘573 Prosecution History, Paper No. 27 at 2.: “One skilled in the
art would know that an electronic sale inherently assumes a transferring of
money by providing a credit card number (since that is the only way for
electronic sales to occur) coupled with a transferring of a service or
product. The use of transferring money across telecommunication
connections, such as by telephoning the agent who has the hard disc over
the phone lines, for obtaining data on the hard disc is well known to one
skilled in the art to be part of electronic sales.”

See also ‘573 Prosecution History, 5/5/94 IDS at 2 (Hair admits that “[t]his
patent [U.S. Patent No. 4,789,863 to Bush] discloses a pay per view
entertainment system.”).

See also ‘734 Prosecution History, 1/3/94 Hair Decl. at 5 (“‘[E]lectronic
sales’ as disclosed refers to the well known practices of ‘transferring’ and
verifying monies across telephone lines such as by a ‘credit card’; or by
‘charging a fee’ to the second party, so the second party can gain access to
the first party’s memory through telecommunications lines to select the
desired digital video or digital audio signals.”).

Accordingly, the electronic sale of digital audio and video signals via
telecommunications lines would have been obvious to one of ordinary skill
in the art at the relevant time.

See ‘734 Prosecution history 1/3/94 Hair Decl.” at p. 2 (“One skilled in the
art would know that an electronic sale inherently assumes a transferring of
money by providing an account number or a credit or debit card number
which then allows for access to or a transferring of a service or product
through telecommunications lines...One skilled in the art would know that
an electronic sale inherently assumes a charging of a fee to an account
which then allows for access to or a transferring of a product or service
through telecommunications lines...The use of transferring money across
telecommunication connections, such as by telephoning over the phone
lines the agents who as a first party’s hard disk, or charging a fee to a
purchaser or ‘second party’ preferably at a location remote from purchaser
or ‘second party’, for obtaining data on the first party’s hard disk through
telecommunications lines is well known to one skilled in the art to be part
of electronic sales.”) (emphasis added).

See claim 1 re: electronic transfer of money.
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5. A method as described in claim 4
including after the transferring step,
the step of storing the desired digital
video or digital audio signals in the
second memory.

See claim 1 re: second party memory (user).

6. A method as described in claim 5
including before the transferring step,
the step of electronically coding the
desired digital video or digital audio
signals into a configuration which
would prevent unauthorized
reproduction of the desired digital
video or digital audio signals.

A person of ordinary skill in the art would have known that data could be
secured using encryption.

In addition, it would have been obvious to a person skilled in the art at the
time to use “encryption” to securely transfer digital audio and video signals
via telecommunications lines. Gallagher expressly discloses the
combination of using "encryption" and transferring digital audio and video
signals over telecommunications lines. Gallagher at 1:36-38 (“The system
may incorporate anti-piracy methods such as the encryption or encoding of
data either generally or uniquely.”); Gallagher at 1:50-54 (“By arranging for
the data to be encoded/encrypted uniquely for each user unit, the borrowing
or unlawful copying of material could be eliminated. This method could
also be used to ensure security between all units.”).

Additionally, Freeny expressly discloses the combination of using
“encryption” and transferring digital audio and video signals over
telecommunications lines. Freeny at 23:42-51 (“The encipher programs, the
file encipher programs and the authorization encipher programs are
programs designed to rearrange digital information in a predetermined
manner and the file decipher programs, the decipher programs, the
authorization decipher programs and the catalog decipher programs are
designed to rearrange digital information back to a predetermined sequence
or to select certain data from encoded information (The catalog decipher
programs). Programs of this nature are well known in the art . . . .”).

Waters also discloses the combination of using “encryption” and
transferring digital audio and video signals over telecommunications lines.
Waters at 82 (“The second is digital audio encryption, which some believe
to be the ultimate weapon against theft of service.”).

Jared also discloses the combination of using “encryption” and transferring
digital audio and video signals over telecommunications lines. Jared at 165
(“Even inexpensive data-protection programs use exotic encryption
methods that may be foolproof. In just a few seconds, you can scramble a
file so thoroughly that not even the C.I.A. can read it.”).

Kramer also discloses the combination of using “encryption” and
transferring digital information over telecommunications lines. Kramer at
C7 (“Several software firms are including encryption as an option for their
spreadsheet or database users. Other developers sell encryption hardware
and software to tighten the lid on computer security.”).

Hellman discloses the combination of encryption (cryptography) to defeat
software piracy and transferring digital information over
telecommunications lines. Hellman at 2:61-65 (“Three prior art
cryptographic functions required to carry out the present invention are
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described: conventional cryptographic functions or systems, one-way
functions, and public key cryptosystems.”).

Accordingly, the use of “encryption” to securely transfer digital audio and
video signals via telecommunications lines would have been obvious to one
of ordinary skill in the art at the relevant time.

7. A method as described in claim 6
wherein the first memory includes a
first party hard disk having a plurality
of digital video or digital audio
signals, and a sales random access
memory chip which temporarily
stores a replica of the desired digital
video or digital audio signals
purchased by the second party for
subsequent transfer via
telecommunications lines to the
second memory of the second party;
and including before the transferring
step, there is the step of storing a
replica of the desired digital video or
digital audio signals from the hard
disk into the sales random access
memory chip.

Gremillet satisfies the first party hard disk limitation because it discloses a
memory at a distribution centre (first party), which “comprises a bank of
musical recordings.” Gremillet at 3:38-39; Fig. 1 (“Information bank” 11);
3:4-6 (““a distribution center comprising an information recording bank...”).
The distribution centre stores the recordings on disk or tape. Gremillet at
3:40-41 (“video disk or a video recorder”™).

In addition, it would have been obvious to a person skilled in the art at the
time to use a “hard disk” to store digital audio and video signals.
Gallagher expressly discloses the combination of “hard disk” and storage
of digital audio and video signals. Gallagher at 1:32-35 (“The media
storage of data would be floppy disk, hard disk, optical or laser disk,
magnetic tape, integrated circuit memory or any other suitable medium.”).

Additionally, Schwartz discloses the combination of “hard disk” and
storage of digital information and data. Schwartz at 6:23-29 (“In the
preferred embodiment of this invention the storage medium is a 5.25"
magnetic disk commonly in use for digital magnetic storage and retrieval.
These disks have a storage capacity of about 1 megabyte . . . and are
anticipated to reach 10 megabytes in the near future. For purposes of
illustration, a 5 megabyte disk will be assumed.”).

Ferrarini also discloses the combination of “hard disk” and storage of
digital information, data, audio and video signals. Ferrarini (“When your
microcomputer buffer is full, the linker routine instructs your computer to
record the software on disk.”).

Accordingly, the use of a “hard disk” for storage of digital audio and video
signals would have been obvious to one of ordinary skill in the art at the
relevant time.

In addition, it would have been obvious to a person skilled in the art at the
time to transfer “digital video” via telecommunications lines. Gallagher
expressly discloses the combination of “digital video” transfer via
telecommunications lines. Gallagher at 1:5, 1:8, 1:6-7, 1:91, Figs. 2 & 3
(Gallagher discloses the transfer of desired digital video audio in a
“recorded data transfer system” of “digital data” in the “entertainment
industry” such as “audio or visual” data.) Gallagher also expressly
discloses a “video display.” Gallagher at Fig. 3 (“audio/video conversion™).
Gallagher at 1:90-92 (“suitable conversion apparatus 34 for audio and/or
visual reproduction”).

Additionally, Freeny also expressly discloses the combination of the
combination of “digital video” transfer via telecommunications lines.
Freeny at 1:10-14, 6:32-37 (“Information embodied in recordings . . . video
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games, motion pictures, software . . . electronic games . . . and the like,”
“received on the input line 16 may be in an analog format or in a digital
format.”).

Rosch also discloses the combination of the combination of “digital video”
transfer via telecommunications lines. Rosch at 228 (discussing
“Networking Video” using “Video Van Gogh” product; “A digitized picture
can also be sent—albeit very slowly, very slowly—over a standard
telephone line using the ComNet modem.”).

Jordan also discloses the combination of the combination of “digital
video” transfer via telecommunications lines. Jordan at 174 (“[In Britain]
VIDEOTEX uses the equally familiar telephone system to interactively
communicate information. . . . [I]n the case of VIDEOTEX, stand-alone
computers can be adapted to receive alphanumeric or graphics information.

. Alphaphotographic technology allows the transmission of photo quality
images and is being developed as a follow-on capability for all VIDEOTEX
systems.”).

Elmer-Dewitt also discloses the combination of the combination of “digital
video” transfer via telecommunications lines. Elmer-Dewitt at 69 (“The
FBI prints descriptions of its ten most wanted criminals, complete with

- digitized mug shots for quick identification.”).

See also ‘440 Prosecution History, 1/4/96 Office Action at 4 (“Ogaki et al
discloses all that is claimed except that he does not disclose transferring
audio or video signals. However he does disclose transferring the software
programs through telecommunication lines for distributing or selling these
programs to consumers. Lightner discloses transferring audio/video signals
through telecommunications lines for distributing or selling to purchasers.
It would have been obvious to one of ordinary skill in the art to transfer or
sell[] distribute audio/video signals in the system and method taught by
Ogaki et al. It would have been obvious because one of ordinary skill in the
art, based on common knowledge and common sense, would be able to
recognize a substitution of the contents of the software program signals with
audio/video signals.”).

Accordingly, “digital video” transfer via telecommunications lines would
have been obvious to one of ordinary skill in the art at the relevant time.

See also ‘734 Prosecution history 1/3/94 Hair Decl.” at p. 2 (“The use of
transferring money across telecommunication connections, such as by
telephoning over the phone lines the agents who as a first party’s hard disk,
or charging a fee to a purchaser or ‘second party’ preferably at a location
remote from purchaser or ‘second party’, for obtaining data on the first
party’s hard disk through telecommunications lines is well known to one
skilled in the art to be part of electronic sales.”) (emphasis added).

The distribution centre in Gremillet anticipates the Sales R.A.M. claimed by
Hair. Gremillet at 3:42 (“The compression of the sound information can be
obtained by writing into a memory and then reading from the memory at the
accelerated speed.”)

See claim 1 re: second party memory (user), digital audio, digital video
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and telecom lines.

8. A method as described in claim 7
wherein the second party control unit
has a second party integrated circuit
which controls and executes
commands of the second party, and a
second party control panel connected
to the second party integrated circuit,
and before the forming step, there is
the step of commanding the second
party integrated circuit with the
second party control panel to initiate
the purchase of the desired digital
video or digital audio signals from the

first party.

Gremillet at 3:55-62 (“Each user equipment comprises...an indicating
circuit...”).

See ‘734 Prosecution history, 1/3/94 Hair Decl., p. 3-4 (“Furthermore, the
‘second party’ must have a ‘receiver’ (the control IC of the user in figure 1)
in his ‘possession’ in order to receive the music electronically from the hard
disk of the agent over the telecommunications lines, such as telephone
lines.”).

Gremillet disclosed a control panel means whereby a user could select
recordings being offered by the distribution centre. Gremillet at4:13 (“The
user wishing to listen to a work belonging to the collection recorded in the
centre supplies the latter with the references of the chosen work by means
of the telephone line.”); Fig. 1 (“Telephone receiver 417).

9. A method as described in claim §
wherein the second memory of the
second party control unit includes an
incoming random access memory
chip which temporarily stores the
desired digital video or digital audio
signals received from the sales
random access memory chip, a
second party hard disk for storing the
desired digital video or digital audio
signals, and a playback random
access memory chip for temporarily
storing the desired digital video or
digital audio signals for sequential
playback; and the storing step
includes the steps of storing the
desired digital video or digital audio
signals in the incoming random
access memory chip, transferring the
desired digital video or digital audio
signals from the incoming random
access memory chip to the second
party hard disk, storing the desired
digital video or digital audio signals
in the second party hard disk,
commanding the second party
integrated circuit with the second
party control panel to play the desired
digital video or digital audio signals
and transferring a replica of the
desired digital video or digital audio
signals from the second party hard
disk to the playback random access

Gremillet satisfies the second party hard disk limitation. It teaches the
storage of audio at the user’s terminal. Gremillet at 2:21-22 (teaching that

the user equipment should store audio signals on “an apparatus generally

suitable for recording picture signals™); 4:23-25 (“The information received
by [user] equipment is then transmitted to magnetoscope, where it is
recorded at the fast speed.”).

A person of ordinary skill in the art in 1988 would have known that a hard
disk could have been used to store such data. Gremillet at 2:19-22 (“The
recording of the sound transmitted under these conditions must take place
on an apparatus generally suitable for recording picture signals . . .”).

In addition, it would have been obvious to a person skilled in the art at the
time to use a “hard disk” to store digital audio and video signals.
Gallagher expressly discloses the combination of “hard disk” and storage
of digital audio and video signals. Gallagher at 1:32-35 (“The media
storage of data would be floppy disk, hard disk, optical or laser disk,
magnetic tape, integrated circuit memory or any other suitable medium.”).

Additionally, Schwartz discloses the combination of “hard disk” and
storage of digital information and data. Schwartz at 6:23-29 (“In the
preferred embodiment of this invention the storage medium is a 5.25"
magnetic disk commonly in use for digital magnetic storage and retrieval.
These disks have a storage capacity of about 1 megabyte . . . and are
anticipated to reach 10 megabytes in the near future. For purposes of
illustration, a 5 megabyte disk will be assumed.”).

Ferrarini also discloses the combination of “hard disk” and storage of
digital information, data, audio and video signals. Ferrarini (“When your
microcomputer buffer is full, the linker routine instructs your computer to
record the software on disk.”).

Accordingly, the use of a “hard disk” for storage of digital audio and video
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memory chip for playback.

signals would have been obvious to one of ordinary skill in the art at the
relevant time.

Gremillet discloses a playback means including speakers. Gremillet at Fig.
1 (“Sound Restoration” 25); 4:34-37 (“An indicator can inform the
subscriber that listening can start....The recording can be kept on the video
recorder for the purpose of listening to it later...”).

Gremillet discloses a playback R.A.M. that is used as a temporary staging
area during playback. Gremillet at Fig. 2 (54B / 54A); 5:11 (“two memory
stacks™).

See claim 1 re: first party memory (distribution centre), digital audio, and
digital video.

|72]

ee claim 7 re: sales RAM.

See claim 8 re: first party control I.C. and second party control panel.

10. A method as described in claim 9
including after the transferring step,
there is the step of repeating the
commanding, playing, and
transferring a replica steps.

See claim 9 re: playbgck means.

11. A method for transferring digital
video or digital audio signals from a
first party to a second party
comprising the steps of:

” .

ee claim 1 re: digital audio and digital video.

placing a second party control unit in
possession and control of the second
party by the second party at a desired
location determined by the second

party;

Gremillet’s disclosure of “subscriber equipment” (Gremillet at 3:11) and

“user equipment” (Gremillet at 3:55) anticipates distribution to a location
determined by the second party, as claimed by Hair. Gremillet at Claim 1
(“in equipment housed with the requesting subscriber”); Abstract.

In any event, the location determined by the second party limitation was

added into the specification of the ‘573 and related patents in a response to -
office action. Specification support was only added later. See ‘734
Prosecution history, 1/3/94 Amendment, p. 6 (“The second party control
unit 50 is placed by the second party location determined by the second
party which is remote from the first party control unit 20.”) If this

limitation were not “inherent” it would be new matter. As there has been no
finding yet that this limitation represents new matter, it must be understood
to be within the knowledge of one of ordinary skill.

See claim 1 re: second party control I.C.

entering into a second party control
panel of the second party control unit
of the second party commands by the

See claim 1 re: digital audio, diéital video, and second party control unit.
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second party to purchase desired
digital video or digital audio signals
from a first party;

See claim 8 re: second party control panel.

forming a connection through
telecommunications lines between a
first memory of the first party and a
second memory of the second party
control unit, said first memory having
desired digital video or digital audio
signals;

See claim 1 re: telecom lines.

selling electronically by the first party
to the second party through
telecommunications lines, the desired
digital video or digital audio signals
in the first memory;

See claim | re: electronic transfer of money.

transferring the desired digital video
or digital audio signals from the first
memory of the first party into the
second memory of the second party
through telecommunications lines
while the second memory is in
possession and control of the second

party;

ee claim 1 re: transmitting data over telecom lines.

entering into the second party control
panel commands to play the desired
digital video or digital audio signals
in the second memory of the second
party control unit; and

See claim 9 re: playback means.

playing the desired digital video or
digital audio signals with the second
party control unit.

See claim 9 re: playback.

12. A system for transferring digital
video or digital audio signals
comprising:

See claim 1 re: digital audio, digital video and transmitting data over
telecom lines.

a first party control unit having a first
memory having desired digital video
or digital audio signals, and means or
a mechanism for electronically selling
the desired digital video or digital
audio signals;

Gremillet teaches a distribution centre (first party control unit), which
“comprises a bank of musical recordings.” Gremillet at 3:38-39; Fig. 1
(“Information bank” 11); 3:4-6 (““a distribution center comprising an
information recording bank...”). The distribution centre stores the
recordings on disk or tape. Gremillet at 3:40-41 (“video disk or a video
recorder”). :

Gremillet discloses the use of integrated circuits to control and execute the
teledistribution and playback of digital audio. Gremillet at 4:21-34 (“When
the complete work has been transmitted, by means of circuit 12, centre 10
transmits an end of message code, which is recognized by circuit 22, which
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then stops the video recorder 23.”); 5:27 (“control circuit 60”); Fig. 2
(“Control CCT 60”).

In addition, it would have been obvious to a person skilled in the art at the
time to use a “first party control unit” to facilitate transferring digital audio
and video signals via telecommunications lines. Gallagher expressly
discloses the combination of using a “first party control unit” and
transferring digital audio and video signals over telecommunications lines.
Gallagher at 1:13-18 (“a database having a main computer, a caller/called
interface, a transmitter/receiver interface, a data storage and processing
system, means for controlling the storage and processing of data, means for
controlling the processing of data, means for controlling the process of
being called by one or more user units or another database.”).

Additionally, Freeny discloses the combination of using a “first party
control unit” to facilitate transferring digital audio and video signals over
telecommunications lines. Freeny at Fig. 2, 5:1-7; 22:12-13 (“In general,
the information control machine 12 [including the “control manufacturing
unit 72, which may be an Apple III computer] is constructed to receive
information via an input line 16, encode the received information, store the
encoded information, receive request reproduction codes requesting to
reproduce certain preselected information at a particular information
manufacturing machine 14.”).

Schwartz also discloses the combination of using a “first party control
unit” (computer) and transferring digital audio and video signals over
telecommunications lines. Schwartz Figs. 5 & 6; (microcomputers); 10: 6-9
(“the user control pad may offer...track select and other additional
features...”); Schwartz at 7:5-10, 10:20-25 (a first party control unit
(“computer” of which a “control unit” would be an inherent part) having
integrated circuits (“the system will employ Very Large Scale Integrated
Circuit (VLSIs) technology”) which controls and executes commands of the
first party (keyboard) connected to the first party hard disk); Scwhartz at
10:20-37 (the first party control unit is connected through the
telecommunications lines to the second party and the first and second party
integrated circuits regulate the transfer of the desired digital audio or video

signals).

Ferrarini discloses the combination of using a “first party control unit”

'| (computer) and transferring digital audio and video signals over
telecommunications lines. Ferrarini at 35 (“This so-called telesoftware does
not require any special hardware or expensive software. You usually need a
microcomputer equipped with either a 300- or 1200- baud Bell 103
compatible modem and communications software.”)

Akashi discloses the combination of using a “first party control unit”
(computer) and transferring digital audio and video signals over
telecommunications lines. Akashi discloses a system where digital music
(audio signal) is stored on a host (first party) computer’s database (first
memory). Akashi Fig. 1, pp. 1,4 & 5 (A host/first party “control unit”
would have been an inherent part of a host computer); Akashi at 3, Fig. 2
(showing the first party and second party connected through
telecommunications lines).

Hellman discloses the combination of using a “first party control unit”
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(computer) and transferring digital audio and video signals over
telecommunications lines. Hellman at Abstract, 3:27 (“Base units” include
computers).

Accordingly, the use of a “first -party control unit” to facilitate transferring
digital audio and video signals via telecommunications lines would have
been obvious to one of ordinary skill in the art at the relevant time.

a second party control unit having a
second party control panel, a second
memory connected to the second
party control panel, and means or a
mechanism for playing the desired
digital video or digital audio signals
connected to the second memory and
the second party control panel, said
playing means or mechanism
operatively controlled by the second
party control panel, said second party
control unit remote from the first
party control unit, said second party
control unit placed by the second
party at a location determined by the
second party; and

7]

ee claim 1 re: second party memory (user) and second party control unit.

ee claim 2 re: remote locations.

17]

See claim 8 re: second party control panel.

2

ee claim 9 re: playback means.

See claim 11 re: location determined by the second party.

telecommunications lines connected
to the first party control unit and the
second party control unit through
which the electronic sales of the
desired digital video or digital audio
signals occur and through which the
desired digital video or digital audio
signals are electronically transferred
from the first memory to the second
memory while the second memory is
in possession and control of the
second party after the desired digital
video or digital audio signals are sold
to the second party by the first party.

See claim 1 re: telecom lines, transferring data over telecom lines and
electronic transfer of money.

13. A system as described in claim 12
wherein the first party control unit
includes a first party hard disk having
a plurality of digital video or digital
audio signals which include the
desired digital video or digital audio
signals, and a sales random access
memory chip electronically connected
to the first party hard disk for storing
a replica of the desired digital video
or digital audio signals of the first
party's hard disk.

See claim 7 re: first party hard disk and sales R.A.M.
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14. A system as described in claim 13
wherein the second party control unit
includes a second party hard disk
which stores a plurality of digital
video or digital audio signals, and a
playback random access memory chip
electronically connected to the
second party hard disk for storing a
replica of the desired digital video or
digital audio signals as a temporary
staging area for playback.

See claim 1 re: secondary party control unit.

See claim 6 re: playback R.A.M.

See claim 9 re: secondary hard disk

15. A system as described in claim 14
wherein the first party control unit
includes a first party control
integrated circuit which controls and
executes commands of the first party
and is connected to the first party
hard disk, the first party sales random
access memory, and the second party
control integrated circuit through the
telecommunications lines, said first
party control integrated circuit and
said second party control integrated
circuit regulate the transfer of the .
desired digital video or digital audio
signals; and a first party control panel
through which the first party control
integrated circuit is programmed and
is sent commands and which is
connected to the first party control
integrated circuit.

Gremillet teaches a first party control integrated circuit to control and
execute the teledistribution and playback of digital audio. Gremillet at
4:21-34 (“When the complete work has been transmitted, by means of
circuit 12, centre 10 transmits an end of message code, which is recognized
by circuit 22, which then stops the video recorder 23.”); 5:27 (“control
circuit 60™); Fig. 2 (“Control CCT 60”).

See claim 1 re: telecom lines.

See claim 7 re: first party hard disk and sales R.A.M.

See claim 8 re: second party control I.C.

See claim 12 re: first party control unit.

In addition, it would have been obvious to a person skilled in the art at the
time to use a “first party control panel” to facilitate transferring digital
audio and video signals via telecommunications lines. Gallagher discloses
the combination of using a “first party control panel” and transferring
digital audio and video signals over telecommunications lines. Gallagher at
1:13-16 (The first memory of a first party is a “database having a main
computer, . . . a data storage and processing system, means for controlling
the storage and processing of data . . . .”); Gallagher at 1:67-69 (First party
can be the “source unit” which can also contain the first memory, and it
“comprises a storage medium 11.”); Gallagher at 1:67-74 (“From Figure 1.
it is seen that the source unit . . . comprises a storage medium 11, a buffer
12, an encoder/decoder 13, a serial/parallel and parallel/serial converter 14,
and a parallel transmitter/receiver 15.”); Gallagher at 1:93-96 (“It is
assumed that recorded material may be sent and received by both the source
unit and the database and that the user unit may only receive recorded
material.”). Thus, Gallagher discloses that the first party and second party
control integrated circuits regulate the transfer of the desired digital video
or audio signals. Moreover, Gallagher discloses that the first party control
panel is used to program and is connected to the first party control
integrated circuit.
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Ferrarini discloses the combination of using a “first party control panel”
(computer, which would have a keyboard as a first party control panel) and
transferring digital audio and video signals over telecommunications lines.
Ferrarini at 35 (“This so-called telesoftware does not require any special
hardware or expensive software. You usually need a microcomputer
equipped with either a 300- or 1200- baud Bell 103 compatible modem and
communications software.”).

Freeny discloses the combination of using a “first party control panel”
(computer, which would have a keyboard as a first party control panel) and
transferring digital audio and video signals over telecommunications lines.
Freeny at Figs. 1, 2, 5:1-7; 22:12-13 (“In general, the information control
machine 12 [including the “control manufacturing unit 72, which may be an
Apple III computer having a keyboard] is constructed to receive
information via an input line 16, encode the received information, store the
encoded information, receive request reproduction codes requesting to
reproduce certain preselected information at a particular information
manufacturing machine 14.”).

Schwartz also discloses the combination of using a “first party control
panel” (user controls of a computer) and transferring digital audio and
video signals over telecommunications lines. Schwartz Figs. 5 & 6;
{microcomputers); 10: 6-9 (“the user control pad may offer...track select
and other additional features...”); Schwartz at 7:5-10, 10:20-25 (a first
party control unit (“computer” of which a keyboard or “control panel”
would be an inherent part) having integrated circuits (“the system will
employ Very Large Scale Integrated Circuit (VLSIs) technology”) which
controls and executes commands of the first party (keyboard) connected to
the first party hard disk); Scwhartz at 10:20-37 (the first party control unit is
connected through the telecommunications lines to the second party and the
first and second party integrated circuits regulate the transfer of the desired
digital audio or video signals).

Akashi discloses the combination of using a “first party control panel”
(keyboard of a computer) and transferring digital audio and video signals
over telecommunications lines. Akashi discloses a system where digital
music (audio signal) is stored on a host (first party) computer’s database
(first memory). Akashi Fig. 1, pp. 1, 4 & 5 (A host/first party keyboard or
“control panel” would have been an inherent part of a host computer);
Akashi at 3, Fig. 2 (showing the first party and second party connected
through telecommunications lines).

Hellman discloses the combination of using a “first party control panel”
(base unit/computer having a keyboard) and transferring digital audio and
video signals over telecommunications lines. Hellman at 8:66-67 (base unit
‘would have a keyboard).

Accordingly, the use of a “first party control unit” to facilitate transferring
| digital audio and video signals via telecommunications lines would have
been obvious to one of ordinary skill in the art at the relevant time.
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16. A system as described in claim 15
wherein the second party control unit
includes a second party control
integrated circuit which controls and
executes commands of the second
party and is connected to the second
party hard disk, the playback random
access memory, and the first party
control integrated circuit through the
telecommunications lines, said
second party control integrated circuit
and said first party control integrated
circuit regulate the transfer of the
desired digital video or digital audio
signals; and a second party control
panel through which the second party
control integrated circuit is
programmed and is sent commands
and which is connected to the second
party integrated circuit.

See claim 1 re: telecom lines, telephone lines and second party control unit.

See claim 8 re: second party control I.C. and second party control panel.

See claim 9 re: second party hard disk and playback R.A.M.

See claim 15 re: first party control I.C.

17. A system as described in claim 16
wherein the second party control unit
includes an incoming random access
memory chip connected to the second
party hard drive and the second party
control integrated circuit, and the first
party control unit through the
telecommunications lines for
temporarily storing the desired digital
video or digital audio signals received
from the first party's control unit for
subsequent storage to the second
party hard disk.

Gremillet discloses an incoming R.A.M. in the second party control unit
that is used as a temporary staging area during playback. Gremillet at Fig. 2
(54B / 54A); 5:11 (“two memory stacks”).

See claim ] re: telecom lines.

See claim 8 re: second party control I.C.

See claim 9 re: second party hard disk.

See claim 12 re: first party control unit.

18. A system as described in claim 17
wherein the second party control unit
includes a video display unit
connected to the playback random
access memory chip and to the
second party integrated circuit for
displaying the desired digital video or
digital audio signals.

In addition, it would have been obvious to a person skilled in the art at the
time to transfer “digital video” via telecommunications lines. Gallagher
expressly discloses the combination of “digital video” transfer via
telecommunications lines. Gallagher at 1:5, 1:8, 1:6-7, 1:91, Figs. 2 & 3
(Gallagher discloses the transfer of desired digital video audio in a
“recorded data transfer system” of “digital data” in the “entertainment
industry” such as “audio or visual” data.) Gallagher also expressly
discloses a “video display.” Gallagher at Fig. 3 (“audio/video conversion™).
Gallagher at 1:90-92 (“suitable conversion apparatus 34 for audio and/or
visual reproduction”).

Additionally, Freeny also expressly discloses the combination of the
combination of “digital video” transfer via telecommunications lines.
Freeny at 1:10-14, 6:32-37 (“Information embodied in recordings . . . video
games, motion pictures, software . . . electronic games . . . and the like,”
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“received on the input line 16 may be in an analog format or in a digital
format.”).

Rosch also discloses the combination of the combination of “digital video”
transfer via telecommunications lines and use of “video display.” Rosch at
228 (discussing “Networking Video” using “Video Van Gogh” product; “A
digitized picture can also be sent—albeit very slowly, very slowly—over a

standard telephone line using the ComNet modem.”)

Zilber also discloses the use of a “video display.” Zilber at 135 (“[At the]
MacWorld Expo in San Francisco...for color output, Moniterm and
SuperMac Technologies were showing 19-inch color monitors for the Mac
II...”).

See claim 8 re: secondary party control I.C.

See claim 9 re: playback R.A.M.

19. A system as described in claim 12
wherein the means or mechanism for
electronically selling includes means
or a mechanism for electronically
selling includes means or a
mechanism for charging a fee via
telecommunications lines by the first
party to the second party at a first
party location remote from the second
party location.

See claim | re: electronic transfer of money.

See claim 2 re: remote locations.

See claim 3 re: credit card.

20. A system as described in claim 19
wherein the second party has an
account and the means or mechanism
for charging a fee includes means or a
mechanism for charging the account
of the second party.

See claim 1 re: electronic transfer of money.

21. A system as described in claim 20
wherein the means or mechanism for
charging the account includes means
or a mechanism for receiving a credit
card number of the second party.

See claim 3 re: credit card.

22. A method for transmitting desired

digital video or digital audio signals

stored on a first memory of a first
arty to a second memory of a second

See claim 1 re: first party memory (distribution centre), second party
memory (user), digital audio, digital video and transmitting data over
telecom lines.
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party comprising the steps of:

placing a second party control unit
having a receiver and the second
memory connected to the receiver by
the second party at a desired location
determined by the second party;

Gremillet teaches a receiver at Fig. 1 (“TV Receiver”).

See ‘734 Prosecution history, 1/3/94 Hair Decl., p. 3-4 (“Furthermore, the
‘second party’ must have a ‘receiver’ (the control IC of the user in figure 1)
in his ‘possession’ in order to receive the music electronically from the hard
disk of the agent over the telecommunications lines, such as telephone
lines.”).

See claim 12 re: location determined by the second party.

selling electronically via
telecommunications lines to the
second party at a location remote
from the first memory by the first
party controlling use of the first
memory, said second party financially
distinct from the first party, said
second party in control and in
possession of the second memory;

As a distributor of digital audio data over telecommunications lines and his
or her users would be engaged in a commercial transaction, that the two
parties were financially distinct would be inherent. See ‘734 Prosecution
history, 1/3/94 Hair Decl., p. 3-4 (“One skilled in the art would know since
the music is distributed through electronic sale, ‘the second party must be
financially distinct from the first party’ or there could be no sale.”).

See claim 1 re: electronic transfer of money.

See claim 2 re: remote locations.

See claim 3 re: credit card.

connecting electronically via
telecommunications lines the first
memory with the second memory
such that the desired digital video or
digital audio signals can pass
therebetween,;

See claim 1 re: telecom lines.

transmitting the desired digital video
or digital audio signals from the first
memory with a transmitter in control
and possession of the first party to the
receiver of the second party control
unit having the second memory at the
location determined by the second
party while said receiver is in
possession and control of the second

party;

See claim 1 re:

transmitting data over telecom lines.

storing the digital video or digital
audio signals in the second memory;
and playing the digital video or
digital audio signals in the second
memory with the second party control
unit.

See claim 1 re: second party memory (user)

See claim 9 re: playback means.

23. A system for transmitting desired
digital video or digital audio signals

See claim 1 re: first party memory (distribution centre), second party
memory (user) and transmitting data over telecom lines.
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stored on a first memory of a first
party to a second memory of a second

party comprising:

memory (user) and transmitting data over telecom lines.

means or mechanism for transferring
money electronically via
telecommunications lines from the
second party to the first party
controlling use of the first memory, at
a location remote from the second
memory, said second party
controlling use and in possession of
the second memory;

See claim 1 re: electronic transfer of money.

See claim 2 re: remote locations.

means or a mechanism for connecting
electronically via telecommunications
lines the first memory with the second
memory such that the desired digital
video or digital audio signals can pass
therebetween, said connecting means
or mechanism in electrical
communication with the transferring
means or mechanism;

See claim 1 re: telecom lines.

means or a mechanism for
transmitting the desired digital video
or digital audio signals from the first
memory with a transmutter in control
and possession of the first party to a
receiver having the second memory
while said receiver is in possession
and control of the second party, said
receiver placed at a location
determined by the second party, said
transmitting means or mechanism in
electrical communication with said
connecting means or mechanism;

Gremillet teaches a transmitter at Fig. 1 (“Transmitter”).

See claim 12 re: location determined by the second party.

See claim 22 re: receiver.

means or a mechanism for storing the
digital video or digital audio signals
in the second memory, said storing
means or mechanism in electrical
communication with said transmitting
means or mechanism; and means or
mechanism for playing the digital
video or digital audio signals stored
in the second memory, said playing
means or mechanism connected to the
second memory.

See claim 1 re: second party memory (user)

See claim 9 re: playback means.

24. A system as described in claim 23
wherein the connecting means or

See claim 1 re: second party control unit.
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mechanism comprise a first control
unit in possession and control of the
first party and a second control unit in
possession and control of the second

party.

See claim 12 re: first party control unit.

25. A system as described in claim 18
wherein the first control unit
comprises a first control panel, first
control integrated circuit and a sales
random access memory, said sales
random access memory and said first
control panel in electrical
communication with said first control
integrated circuit, said second control
unit comprising a second control
panel, a second control integrated
circuit, an incoming random access
memory and a playback random
access memory, said second control
panel, said incoming random access
memory and said playback random
access memory in electrical
communication with said second
control integrated circuit.

See claim 7 re: second party control panel.
See claim 8 re: second party control I.C. and second party control panel.
See claim 9 re: playback R.A.M.

See claim 12 re: first party control unit.

See claim 15 re: Second party control unit and first party control panel.

See claim 17 re: incoming R.A.M.

26. A system as described in claim 25
wherein the telecommunications lines
include telephone lines.

See claim 4 re: telephone lines.

27. A system as described in claim 26
wherein the first memory comprises a
first hard disk and the second
memory comprises a second hard
disk.

See claim | re: first party memory (distribution centre) and second party
memory (user).

See claim 7 re: first party hard disk.

See claim 9 re: second party hard disk.

28. A system as described in claim 27
including a video display and
speakers in possession and control of
the second party, said video display
and speakers in electrical
communication with said second

See claim 1 re: speakers.

See claim 18 re: video display.
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control integrated circuit.

29. A system for transmitting desired
digital video or digital audio signals
stored on a first memory of a first
party at a first location to a second
memory of a second party at a second
party location comprising:

See claim 1 re: first party memory (distribution centre), second party
memory (user), digital audio and digital video.

means or a mechanism for the first
party to charge a fee to the second
party for access to the desired digital
video or digital audio signals at a
location remote from the second
location, said first party controlling
use of the first memory, said second
party controlling use and in
possession of the second memory;

See claim 1 re: electronic transfer of money.

See claim 2 re: remote locations.

means or a mechanism for connecting
electronically via telecommunications
lines the first memory with the second
memory such that the desired digital
video or digital audio signals can pass
therebetween, said connecting means
or mechanism in electrical
communication with the transferring
means or mechanism;

See claim 1 re: telecom lines.

means or a mechanism for
transmitting the desired digital video
or digital audio signals from the first
memory with a transmitter in control
and possession of the first party to a
receiver having the second memory
while said receiver is in possession
and control of the second party, said
receiver placed by the second party at
the second party location determined
by the second party, said transmitting
means or mechanism in electrical
communication with said connecting
means or mechanism;

See claim 12 re: location determined by the second party.

See claim 22 re: receiver.

See claim 23 re: transmitter.

means or a mechanism for storing the
digital video or digital audio signals
in the second memory, said storing
means or mechanism in electrical
communication with said transmitting
means or mechanism; and means or
mechanism for playing the digital
video or digital audio signals stored

See claim 1 re: first party memory (distribution centre) and second party
memory (user).

See claim 9 re: playback means.
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in the second memory, said playing
means or mechanism connected to the
second memory.

30. A system as described in claim 29
wherein the means or mechanism for
the first party to charge a fee includes
means or a mechanism for
transferring money electronically via
telecommunications lines to the first
party at a location remote from the
second memory at the second
location.

See claim 1 re: electronic transfer of money.

See claim 2 re: remote locations.

31. A system as described in-claim 30
wherein the connecting means or
mechanism comprise a first control
unit in possession and control of the
first party and a second control unit in
possession and control of the second

party

See claim 1 re:

second party control unit.

See claim 12 re: first party control unit.

32. A system as described in claim 31
wherein the first control unit
comprises a first control panel, first
control integrated circuit and a sales
random access memory, said sales
random access memory and said first
control panel in electrical
communication with said first control
integrated circuit, said second control
unit comprising a second control
panel, a second control integrated
circuit, an incoming random access
memory and a playback random
access memory, said second control
panel, said incoming random access
memory and said playback random
access memory in electrical
communication with said second
control integrated circuit.

See Claim 25.

33. A system as described in claim 32
wherein the telecommunications lines
include telephone lines.

See Claim 26.
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34. A system as described in claim 33
wherein the first memory comprises a -
first hard disk and the second

memory comprises a second hard

disk.

See Claim 27.

35. A system as described in claim 34
including a video display and
speakers in possession and control of
the second party, said video display
and speakers in electrical
communication with said second
control integrated circuit.

See Claim 28.

36. A method for transmitting desired
digital video or digital audio signals
stored in a first memory of a first

-party at a first party location to a
second memory of a second party
comprising the steps of:

See claim 1 re: first party memory (distribution centre).

placing a second party control unit
having the second memory by the
second party at a desired second party
location determined by the second
party, said second party location
remote from the first party location;

See claim 1 re: second party control unit.

See claim 2 re: remote locations.

See claim 12 re: location determined by the second party.

charging a fee by the first party to the
second party at a location remote
from the second party location so the
second party can obtain access to the
digital video or digital audio signals
possessed by the first party, said first
party and said second party in
communication via said
telecommunications lines;

See claim 1 re:

See claim 2 re:

telecom lines.

remote locations.

connecting electronically via
telecommunications lines the first
memory with the second memory
such that the desired digital video or
digital audio signals can pass
therebetween,;

See claim 1 re:

second party memory (user) and telecom lines.

transferring electronically via
telecommunications lines the digital

See claim 1 re

: transmitting data over telecom lines.
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video or digital audio signals from a
first location with the first memory to
the desired second party location with
the second memory while the second
memory is in possession and control
of the second party, said second party
location remote from said first
location, said first memory in
communication with said second
memory via the telecommunications
lines;

See claim 2 re: remote locations.

storing the digital video or digital See claim 1 re: first party memory (distribution centre) and second party
audio signals in the second memory; memory (user).

and playing the digital video or
digital audio signals stored in the
second memory with the second party
control unit.

37. A method as described in claim See claim 2.
36 wherein the step of charging a fee
includes the step of charging a fee via
telecommunications lines by the first
party to the second party at a location
remote from the second party
location.

38. A method as described in claim See claim 3.
37 wherein the second party has an
account and the step of charging a fee
includes the step of charging the
account of the second party.

7]

39. A method as described in claim ee claim 4.
38 wherein the step of charging the
account of the second party 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.

40. A method as described in claim See claim 1 re: transmitting data over telecom lines and electronic transfer

REQUEST FOR REEXAMINATION
67 OF U.S. PATENT NO. 5,966,440

Page 00072



39 including after the transferring
step, there is the step of repeating the
charging a fee, connecting, and
transferring steps.

of money.

4]. A method for transmitting desired
digital video or digital audio signals
stored on a first memory of a first
party to a second memory of a second
party comprising the steps of:

See claim 1 re: first party memory (distribution centre), second party
memory (user), remote locations and digital audio.

selling electronically via
telecommunications lines to the
second party at a location remote
from the first memory by the first
party controlling use of the first
memory, said second party financially
distinct from the first party, said
second party in control and in
possession of a second party control
unit having a receiver and the second
memory connected to the receiver;

See claim 1 re: second party memory (user) and electronic transfer of
money.

L

See claim 2 re: remote locations.

See claim 22 re: financially distinct and receiver.

connecting electronically via
telecommunications lines the first
memory with the second memory
such that the desired digital video or
digital audio signals can pass
therebetween;

See claim 1 re: transmitting data over telecom lines.

transmitting the desired digital video
or digital audio signals from the first
memory with a transmitter in control
and possession of the first party to the
receiver connected to the second
memory of the second party control
unit at the location determined by the
second party while said second party
control unit is in possession and
control of the second party;

See claim 1 re: transmitting data over telecom lines.

See claim 12 re: location determined by the second party.

See claim 22 re: receiver.

storing the digital video or digital
audio signals in the second memory;
and playing the digital video or
digital audio signals stored in the
second memory with the second party
control unit.

See claim 1 re: second party memory (user).

See claim 9 re: playback means.
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42. A method for transferring desired | See claim 11
digital video or digital audio signals
from a first party to a second party
comprising the steps of:

placing a second party control unit
having a second memory by the
second party at a desired location
determined by the second party;

forming a connection through
telecommunications lines between a
first memory of a first party and the
second memory of the second party,
said first memory having said desired
digital video or digital audio signals;

selling electronically by the first party
to the second party through
telecommunications lines, the desired
digital video or digital audio signals
in the first memory;

transferring the desired digital video
or digital audio signals from the first
memory of the first party to the
second memory of the second party
through telecommunications lines;
and playing the digital video or
digital audio signals stored in the
second memory with the second party
control unit.

|72]

43. A method as described in claim ee claim 2.
42 wherein the second party is at a
second party location and the step of
selling electronically includes the step
of charging a fee via
telecommunications lines by the first
party to the second party at a first
party location remote from the second

party location.

2]

44. A method as described in claim ee claim 3.
43 wherein the second party has an
account and the step of charging a fee
includes the step of charging the

account of the second party.
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45. A method as described in claim
44 wherein the step of charging the
account of the second party 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.

See claim 4.

46. A method for transferring desired
digital video or digital audio signals
comprising the steps of:

See claim 1 re: digital audio, digital video and transmitting data over
telecom lines. :

placing a second party control unit
having a second memory by the
second party at a desired second party
location determined by the second

party;

See claim 1 re: second party memory (user) and secondary party control
unit.

See élaim 12 re: location determined by the second party.

forming a connection through
telecommunications lines between a
first memory of a first party and the
second memory of a second party,
said first memory having said desired
digital video or digital audio signals;

See claim 1 re: first party memory (distribution centre), second party
memory (user) and telecom lines.

incurring a fee by the second party to
the first party for the use of
telecommunications lines, the desired
digital video or digital audio signals
in the first memory;

See claim 1 re: electronic transfer of money.

transferring the desired digital video
or digital audio signals from the first
memory of the first party to the
second memory of the second party
through telecommunications lines
while the second memory is in
possession and control of the second
party; and playing the digital video or
digital audio signals stored in the
second memory with the second party
control unit.

See claim 1 re: transferring data over telecom lines.

See claim 9 re: playback means.
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47. A system for transferring digital
video signals from a first party to a
second party at a second party
location comprising:

See claim 1 re: digital video and transferring data over telecom lines.

a first party control unit having a first
memory having a plurality of desired
individual video selections as desired
digital video signals, and means or a
mechanism for the first party to
charge a fee to the second party for
access to the desired digital video
signals at a location remote from the
second party location;

See claim 1 re: first party memory (distribution centre) and electronic
transfer of money.

ee claim 2 re: remote locations.

a second party control unit having a
second party control panel, a receiver
and a video display for playing the
desired digital video signals received
by the receiver, said second party
control panel connected to the video
display and the receiver, said receiver
and video display operatively
controlled by the second party control
panel, said second party control unit
remote from the first party control
unit, said second party control unit
placed by the second party at a
second party location determined by .
the second party which is remote
from said first party control unit, said
second party choosing the desired
digital video signals from the first
memory with said second party
control panel; and

See claim 1 re: second party control unit.

See claim 2 re: remote locations.

See claim 8 re: secondary party control panel.

See claim 12 re: location determined by the second party.
See claim 18 re: video display.

ee claim 22 re: receiver.

telecommunications lines connected
to the first party control unit and the
second party control unit through
which the desired digital video
signals are electronically transferred
from the first memory to the receiver
while the second party control unit is
in possession and control of the
second party after the desired digital
video signals are sold to the second

party by the first party.

See claim 1 re: telecom lines.

48. A system as described in claim 47
wherein the second party control unit
includes a second memory which is
connected to the receiver and the

See claim 1 re: second party memory (user).

See claim 18 re: video display.
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video display, said second memory
storing the digital video signals that
are received by the receiver to’
provide the video display with the
digital video signals.

See claim 22 re: receiver.

49. A system as described in claim 48
wherein the first party control unit
includes a first party hard disk having
a plurality of digital video signals
which include the desired digital
video signals, and a sales random
access memory chip electronically
connected to the first party hard disk
for storing a replica of the desired
digital video signals of the first
party's hard disk.

7]

ee claim 13.

50. A system as described in claim 49
wherein the second party control unit
includes a second party hard disk
which stores a plurality of digital
video signals, and a playback random
access memory chip electronically
connected to the second party hard
disk for storing a replica of the
desired digital video signals as a
temporary staging area for playback.

72]

ee claim 14.

51. A system as described in claim 50
wherein the first party control unit
includes a first party control
integrated circuit which controls and
executes commands of the first party
and is connected to the first party
hard disk, the first party sales random
access memory, and the second party
control integrated circuit through the
telecommunications lines, said first
party control integrated circuit and
said second party control integrated
circuit regulate the transfer of the
desired digital video signals; and a
first party control panel through
which the first party control
integrated circuit is programmed and
is sent commands and which is
connected to the first party control

2]

ee claim 15.
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integrated circuit.

52. A system as described in claim 51
wherein the second party control unit
includes a second party control
integrated circuit which controls and
executes commands of the second
party and is connected to the second
party hard disk, the playback random
access memory, and the first party
control integrated circuit through the
telecommunications lines, said
second party control integrated circuit
and said first party control integrated
circuit regulate the transfer of the
desired digital video signals; and a
second party control panel through
which the second party control
integrated circuit is programmed and
is sent commands and which is
connected to the second party
integrated circuit.

See claim 16.

53. A system as described in claim 52
wherein the second party control unit
includes an incoming random access
memory chip connected to the second
party hard drive and the second party
control integrated circuit, and the first
party control unit through the
telecommunications lines for
temporarily storing the desired digital
video signals received from the first
party's control unit for subsequent
storage to the second party hard disk.

ee claim 17.

54. A system as described in claim 53
wherein the second party control unit
includes a video display unit
connected to the playback random
access memory chip and to the
second party integrated circuit for
displaying the desired digital video
signals.

2

ee claim 18.
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55. A system as described in claim 47
wherein the means or mechanism for
charging a fee includes means or a
mechanism for charging a fee via
telecommunications lines by the first
party to the second party at a location
remote from the second party
location.

See claim 19.

56. A system as described in claim 55
wherein the second party has an
account and the means or mechanism
for charging a fee includes means or a
mechanism for charging the account
of the second party.

7]

ee claim 20.

57. A system as described in claim 56
wherein the means or mechanism for
charging the account includes means
or a mechanism for charging a credit
card number of the second party.

172]

ee claim 21.

58. A method for transmitting desired
digital video signals stored in a first
memory having a plurality of
individual video selections as digital
video signals of a first party at a first
party location to a second party at a
second party location so the second
party can view the desired digital
video signals comprising the steps of:

See claim 1 re: first party memory (distribution centre), display video, and
transferring data over telecom lines.

placing by the second party a
receiver, and a video display
connected to the receiver at the
second party location determined by
the second party which is remote
from the first party location;

See claim 2 re: remote locations.
See claim 12 re: location determined by the second party.
See claim 18 re: video display.

See claim 22 re: receiver.

charging a fee by the first party to the
second party at a location remote
from the second party location so the
second party can obtain access to the
desired digital video signals;

See claim 1 re: electronic transfer of money.

See claim 2 re: remote locations.

connecting electronically via
tal H 43 13 tlon €30t

See claim | re: first party memory (distribution centre) and telecom lines.
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telecommunications lines the first
memory with a receiver of the second
party while the receiver is in
possession and control of the second

party;

See claim 22 re: receiver.

choosing the desired digital video
signals by the second party from the
first memory of the first party so
desired video selections are selected;

See claim 47 re: searching first memory for material.

transmitting the desired digital video
signals from the first memory with a
transmitter in control and possession
of the first party to the receiver of the
second party while the receiver is in
possession and control of the second
party at the second party location
determined by the second party; and

See claim 1 re: first party memory (distribution centre) and transferring

data over telecom lines.

See claim 12 re: location determined by the second party.
See claim 22 re: receiver.

See claim 23 re: transmitter.

displaying the desired video signals
received by the receiver on the video
display in possession and control of
the second party.

See claim 18 re: video display.

59. A method as described in claim
58 wherein the step of charging a fee
includes the step of charging a fee via
telecommunications lines by the first
party to the second party so the
second party can obtain access to the
desired digital video signals stored on
the first memory.

See claim 1 re: electronic transfer of money.

60. A method as described in claim
59 wherein the second party has an
account and the step of charging a fee
includes the step of charging the
account of the second party.

See claim 3.

61. A method as described in claim
60 wherein the step of charging the
account of the second party includes
the steps of telephoning the first party
controlling use of the first memory by
the second party; providing a credit

172]

ee claim 4.
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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.

62. A system for transferring digital
audio signals from a first party to a
second party at a second party
location comprising:

a first party control unit having a first
memory having a plurality of desired
individual songs as desired digital
audio signals, and means or a
mechanism for the first party to
charge a fee to the second party for
access to the desired digital audio
signals at a location remote from the
second party location;

a second party control unit having a
second party control panel, a receiver
and speakers for playing the desired
digital audio signals received by the
receiver, said second party control
panel connected to the speakers and
the receiver, said receiver and
speakers operatively controlled by the
second party control panel, said
second party control unit remote from
the first party control unit, said
second party control unit placed by
the second party at a second party
location determined by the second
party which is remote from said first
party control unit, said second party
choosing the desired digital audio
signals from the first memory with
said second party control panel; and

telecommunications lines connected
to the first party control unit and the
second party control unit through
which the desired digital audio
signals are electronically transferred
from the first memory to the receiver
while the second party control unit is
in possession and control of the
second party after the desired digital
audio signals are sold to the second

party by the first party.

See claim 47l
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63. A method for transmitting desired
digital audio signals stored in a first
memory having a plurality of
individual songs as digital audio
signals of a first party at a first party
location to a second party at a second
party location so the second party can
listen to the desired digital audio
signals comprising the steps of:

placing by the second party a
receiver, and speakers connected to
the receiver at the second party
location determined by the second
party which is remote from the first
party location;

charging a fee by the first party to the
second party at a location remote
from the second party location so the
second party can obtain access to the
desired digital audio signals;

connecting electronically via
telecommunications lines the first
memory with a receiver of the second
party while the receiver is in
possession and control of the second

party;

choosing the desired digital audio
signals by the second party from the
first memory of the first party so
desired songs are selected;

transmitting the desired digital audio
signals from the first memory with a
transmitter in control and possession
of the first party to the receiver of the
second party while the receiver is in
possession and control of the second
party at the second party location
determined by the second party; and

playing the desired audio signals
received by the receiver on the
speakers in possession and control of
the second party.

7]

ee claim 58.
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VIII. DOUBLE PATENTING IS A PROPER BASIS FOR THE REEXAMINATION
PROCEEDING

The ‘440 patent is also invalid under the doctrine of double patenting. The doctrine of
double patenting seeks to prevent the unjustified extension of patent exclusivity beyond the term ’
of a patent. According to the MPEP, the public policy behind this doctrine is that ”’[t]he public
should . . . be able to act on the assumption that upon the expiration of the patent it will be free to
use not only the invention claimed in the patent but also modifications or variants which would
have been obvious to those of ordinary skill in the art at the time the invention was made, taking
into account the skill in the art and prior art other than the invention claimed in the issued
patent.” See MPEP, § 804 (citing cases). For the doctrine of double patenting to apply, there
must be some common relationship of inventorship and/or ownership of two or more patents or
applications. Since the doctrine of double patenting seeks to avoid unjustly extending patent
rights at the expense of the public, the focus of any double patenting analysis necessarily is on
the claims in the multiple patents or patent applications involved in the analysis.

Accordingly, double patenting can provide the basis for a reexamination proceeding. In
re Lonardo, 119 F.3d 960 (Fed. Cir. 1997); MPEP §§ 2217, 2258. In Lonardo, the Federal
Circuit concluded that nonstatutory double patenting is a legitimate basis for reexamination and

. that reexamination can be based upon non-prior art patents over which there is nonstatutory
double patenting. See also Richard A. Neifeld, Viability of the Hilmer Doctrine, 81 J. Pat. &
Trademark Off. Soc’y 544 (1999) (explaining the Federal Circuit’s reasoning). The Lonardo
court found that 35 U.S.C. § 303(a) is not limited to prior art patents or printed publications, and
granted the Commissioner the aufhority to consider substantial new questions of patentability
over “patents and publications discovered by him.” 119 F.3d at 966; 35 U.S.C. §303(a) (1994).
See also Geneva Pharms., Inc. v. GlaxoSmithKline PLC, 349 F.3d 1373 (Fed. Cir. 2003) (citing

In re Lonardo with approval).
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A. The ‘440 Patent Is Invalid Over the ‘573 Patent for Obviousness-Type
Nonstatutory Double Patenting.

As explained in the Introduction (Section I of this Request) the only limitations that do
not represent a mere change in wording that the patentee added in the ‘440 patent are: (1) control
unit; (2) speakers; (3) video display; (4) electronic coding or, encryption, of the signal; (5) hard
disk; (6) control panel; (7) integrated circuit; and (8) RAM .chip.z

As explained mor;: fully below, none of these limitations is patentably distinct and all of
them would have been obvious to the person of ordinary skill in the art, in 1988. Indeed, the
patentee is currently seeking to further extend its monopoly by pursuing a fourth patent claiming
the sﬁme priority date and reciting the very same invention. The PTO, however, has recognized
that the new application covers the same territory and rejected Claims 32-69 of that pending
application under the doctrine of double patenting over Claims 12-21 and 25-28 of the ‘440
Patent. See Office Action dated July 21, 2000. On January 19, 2001, the patentee filed a
terminal disclaimer to overcome the Examiner’s rejection. See Amendment of January 19, 2001.

The ‘440 claims the same invention as the ‘573 patent, and adds only minor and ob\/;ious
limitations, all of the claims of the ‘440 Patent are invalid for obviousness-type of double

patenting. Because the Examiner had not rejected the claims on the basis of double patenting

during the prosecution of the ‘440 patent, Requestor’s analysis presents substantial new questions

2 In addition to these limitations, there are numerous minor differences between the claims of the two patents. Those
are even more obvious variations of the claimed elements. For example, having various parts of the structures or
systems described at “remote locations,” and the locations being determined by respective parties and the placing
being done by the respective parties is obvious in light of every prior art reference cited herein.
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of patentability.’

B. Double Patenting Analysis of the Claims of the ‘440 Patent

Claim 1 of the ‘440 Patent

Claim 1 of the ‘440 patent is invalid for obviousness-type double patenting in light of
claims 1 and 4 of the ‘573 patent.

Claim 1 of the '440 patent reads as follows:

A method for transferring desired digital video or digital audio signals comprising the
steps of: forming a connection through telecommunications lines between a first memory
of a first party and a second memory of a second party control unit of a second party,
said first memory having said desired digital video or digital audio signals; selling
electronically by the first party to the second party through telecommunications lines, the
desired digital video or digital audio signals in the first memory; and transferring the
desired digital video or digital audio signals from the first memory of the first party to the
second memory of the second party control unit of the second party through
telecommunications lines while the second party control unit with the second memory is
in possession and control of the second party; and playing through speakers of the
second party control unit the digital video or digital audio signals in the second memory,
said speakers of the second party control unit connected with the second memory of the
second party control unit.

Claim 1 of the '573 patent reads as follows:

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 lien 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; connecting electronically via a telecommunications line the first memory
with the second memory such that the desired digital audio signal can pass 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

? In addition to being invalid over the ‘573 Patent, the ‘440 Patent is also invalid in light of the “734 Patent which
issued two years before the ‘440 Patent, or the combination of the‘573 Patent’s claims with the ‘734 Patent’s claims.
Combining multiple claims from prior patents as references for obviousness-type double patenting is consistent with
the analysis conducted by the PTO pursuant to the MPEP. See MPEP § 804.02.1V (“If multiple conflicting patents
and/or pending applications are applied in double patenting rejections made in a single application. . . ©“). Under the
MPEP, the PTO considers claims from multiple prior commonly owned patents in combination with prior art for the
purposes of an obviousness-type double patenting analysis. See id. § 804, § 8.36 (form paragraph for a rejection for
“Obviousness Type Double Patenting — With Secondary Reference(s).”).
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location determined by the second party,‘ said receiver in possession and control of the
second party; and storing the digital signal in the second memory.

Claim 1 of the '573 patent is an independent claim which recites a method for
transmitting a digital audio signal stored on a first memory of a first party to a second memory of
a second party. As claimed, the ﬂfst party is at a location that is remote from the second memory
and the second party is financially distinct from the first party. The method comprises of four
steps which include (1) transferring money to the first party from the second party, (2) connecting
the first and second memories electronically, (3) transmitting the digital audio signal from the
first memory to the second memory, and (4) storing the digital audio signal in the second
memory.

Claim 4 of the ‘573 patent, the only other independent claim, tracks the language of claim
1, however, it provides the same metﬁod as it relates to digital video signals, instead of digital
audio signals.

The only differences between claim 1 of the '440 patent and claims 1 and 4 of the '573
patent is that claim 1 of the '440 patent includes a "second party control unit" that has the second
memory and speakers connected to the second memory to play the digital signals.

It would have been obvious to one skilled in the art in light of claims 1 and 4 of the '573
patent to have the second memory included in some type of collection of hardware and software
called a "control unit" and to have the digital signals on the second memory to be played through
speakers connected to the second memory. The limitation of having the second memory
included in some type of collection of hardware and software called a “control unit” waé obvious
in view of Gallagher at 1:19-22 (unit having means for “storing/recalling” data), 1:49-50 (“sale to
the general public via their user units.”); Akashi at 2 (recording device in personal computer),
Fig. 1, Freeny at Fig. 1, Col. 7:53-62 (“the information file unit 28 [of the information control

unit 12]); Schwartz at Col. 10:20-25 (record format disclosed could be used with a computer).4

* The citations to prior art in support of the double patenting analysis are not exhaustive but merely representative of

the fact that the differences between the claims of the prior and the subsequent patents would have been obvious to a

person skilled in the art. The Requestor cites to the prior art already discussed in this Request for the convenience of
the Examiner.
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Finally, one skilled in the art would know that this "unit" could include some type of
controlling interface so that the second party can initiate the purchase and then play the
transferred signals. Gallagher at 1:19-22 (user unit with means to communicate with database
and recall/process data received from database); Freeny at Figs.1, 3, 22:29-30 (unit may be an
Apple Il computer); Akashi at 4 (using monitor screen to choose desired data with control unit),
5 (monitor and control unit), Fig.1, Schwartz at Fig. 5.

The limitation of having the digital signals on the second mémory to be played through
speakers connected to the second memory was obvious in view of Gallagher at Abstract, p.1
(user unit includes playback apparatus), 1:87-92 (user unit comprises apparatus for “audio and/or
visual reproduction”) and Schwartz at Fig. 1, Col. 1:16-19 (“On playback the electrical signal is
amplified and used to drive loudspeakers”).

Hair's claimed invention as described in the original '573 specification was an "advanced
stereo system" capable of playing digital audio. '573 Prosecution History, Original Patent
Application Filing at p.6. Such a unit would obviously be connected to speakers as this was
customary for stereo systems and without speakers such a stereo system would be unable to
produce sound. Moreover, in Hair's description of the invention, he admits that speakers were
well-known where he states that "the following components are already commercially available:
...the Stereo Speakers 80." '573 Patent, 4:16-20.

The other differences in claim 1 of the '440 patent and claims 1 and 4 of the '573 patents
also do not render it patentably distinct. The use of "transferring" in claim 1 of the '440 patent
has the same meaning as "transmitting" in claims 1 and 4 of the '573 patents. Both are used to
describe moving the digital signals from a source party to a receiving party through the
"telecommunication lines" described.

Further, the phrase "selling electronically” in claim 1 of the '440 patent has the same
function of selling the digital signals that claims 1 and 4 describe as "transferring money
electronically via a telecommunications line." Moreover, in prosecution Hair argued that
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“electronic sales” and its constituent parts were well known within the art. ‘573 Prosecution
History 6/25/92 Hair Decl.” at p- 2 (“The use of transferring money across telecommunications
connections, such as by telephoning the agent who has the hard disc over the phone lines, for

obtaining data on the hard disc is well known to one skilled in the art to be part of electronic

sales.”) The difference in language creates no patentably distinct difference. Therefore, claim 1

of the '440 patent is obvious in light of claims 1 and 4 of the '573 patent.

Claim 2
Claim 2 of the '440 patent is invalid for double patenting in light of claims 1 and 4 of the

'573 patent. Claim 2 of the '440 patent reads as follows:

A method as described in claim 1 wherein the second party is at a second party location
and the step of selling electronically includes the step of charging a fee via
telecommunications lines by the first party to the second party at a first party location
remote from the second party location.

One difference is that claim 2 of the '440 patent recites "locations" for the various parties.
Having the parties in various locations whether remote from each other or not, is inherent in that
a buyer and a seller are distinct parties and therefore would be in separate locations. At the least,
one skilled in the art in light of claims 1 and 4 of the '573 patent would know that the parties
could and most likely would be placed at locations, either remote or at the same place.

The “second pafty location” limitation is not found in the original specification filed for
the ‘573 Patent that provides the priority date for the ‘440. Nor is it found in the final ‘573
specification. Thus, it has no clear antecedent support. The closest phrase found in the ‘573
patent is “having the second memory at a location determined by the second party.” Claim 1 of
the ‘573 Patent. For the limitation “second party location” found in the ‘440 not to be invalid for
lack of written description it would have to be inherent in the ‘573. Thus, the limitation must be
obvious in light of the ‘573 claim 1 limitation “having the second memory at a location

determined by the second party,” the closest teaching to a “second party location.”
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The limitation of having the second party at a second party location was obvious in view
of Gallagher at 2:92-93 (“home-buying of material” and “immediate access to material.”), Akashi
" at 4 (user is at home), Freeny at Fig. 1, Col. 5:1-4 (information control machine at location
remote from the point of sale locatioﬁ), 5:32-50 (point of sale location remote from location of
information control machine), Schwartz at Col. 10:24-25 (“transmit the recorded data to a remote
playback facility™).

The only other difference is that claim 2 of the '440 patent uses the language "charging a
fee." This has the same function of selling the digital signals that claims 1 and 4 describe as
"transferring money electronically via a telecommunications line." The difference in language
creates no patentably distinct difference. Hair admitted during prosecution that charging a fee
over telephone lihes was well known within the art. for the 734 Prosecution history, 1/3/94 Hair

Decl., p. 5 (““[E]lectronic sales’ as disclosed refers to the well known practices of ‘transferring’

and verifying monies across telephone lines such as by a ‘credit card’; or by ‘charging a fee’ to

the second party, so the second party can gain access to the first party’s memory through
telecommunications lines to select the desired digital video or digital audio signals.”) (emphasis
added).

Further, the limitation of charging a fee was obvious in view of Hellman at 5:57- 6:2
(billing user); Gallagher at 1:49-50 (“‘sale to the general public”); Akashi at 1 (“Automated
Music Purchasing System”); Freeny at Fig. 1, Col. 21:56-60 (transmission/communication over
telephone lines), 13:25-36 (“charge the sale). Therefore, claim 2 of the '440 patent is obvious in

light of claims 1 and 4 of the '573 patent.

Claim 3
Claim 3 of the '440 patent is invalid for double patenting in light of claims 3 and 6 of the

'573 patent. Claim 3 of the 'S73 patent reads as follows:

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;
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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.’

Claim 3 of the '440 patent reads as follows:

A method as described in claim 2 wherein the second party has an account and the step
of charging a fee includes the step of charging the account of the second party.

The only difference between claim 3 of the '440 patent and claims 3 and 6 of the '573
patent is the language to describe the second party's payment method and the step of makihg the
payment. Claim 3 recites an "account” and "charging the account" whereas, claims 3 and 6
describe a "credit card nﬁmber" and "providing that number." The difference in language creates
no patentably distinct difference.

Moreover, in prosecution Hair admitted that charging an account was inherent to
electronic sales. ‘734 Prosecution History, 1/3/94 Hair Decl., p. 2 (“One skilled in the art would
know that an electronic sale inherently assumes a charging of a fee to an account which then
allows for access to or a transferring of a product or service through telecommunications lines.”)
As providing a credit card number over a telephone line under claims 3 and 6 of the ‘573 Patent
was a part of electronic sales, ‘573 Prosecution history, 6/25/92 Hair Decl. at p. 2 (“The use of
transferring money across telecommunications connections, such as by telephoning the agent
who has the hard disc over the phone lines, for obtaining data on the hard disc is well known to
one skilled in the art to be part of electronic sales.”), charging an account was inherent in claims
3 and 6 of the '573 patent.

Moreover, the limitation of the second party having an account and the step of charging a
fee, which includes charging the second party’s account was obvious in view of Freeny at Col.
13:25-36 (“‘charge the sale to the consumer credit card number”), Hellman at 5:57-6:2 (billing
user). Therefore, claim 3 of the '440 patent is obvious in light of claims 3 and 6 of the '573

patent.

> Claim 6 recites the same limitations for the video signal.
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Claim 4

Claim 4 of the '440 patent reads as follows:

A method as described in claim 3 wherein the step of charging the account of the second
party 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.

Claim 4 of the '440 patent is invalid for double patenting in light of claims 3 and 6 of the
'573 patent. There is no difference between claim 4 of the '440 patent and claims 3 and 6 of the

'573 patent.

Claim 5
Claim 5 of the '440 patent reads as follows:

A method as described in claim 4 including after the transferring step, the step of storing
the desired digital video or digital audio signals in the second memory.

Claim 5 of the '440 patent is invalid for double patenting in light of claims 3 and 6 of the
'573 patent. There is no difference between claim 5 of the '440 patent claims 3 and 6 of the '573

patent.

Claim 6
Claim 6 of the '440 patent is invalid for double patenti'ng in light of claims 3 and 6 of the

'573 patent. Claim 6 of the '440 patent reads as follows:

A method as described in claim 5 including before the transferring step, the step of
electronically coding the desired digital video or digital audio signals into a
configuration which would prevent unauthorized reproduction of the desired digital video
or digital audio signals. '

The only difference is that claim 6 recites "coding" the signals to "prevent unauthorized
reproduction.” One skilled in the art would have known in light of claims 3 and 6 of the '573
patent to code or encrypt the signals in a way to prevent unauthorized reproduction. The
limitation of electronically coding the desired digital video or audio signals was obvious in view
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of Freeny at Col. 23:42-51 (encipher programs well known in the art); Gallagher at 1:36-38
(“encryption or encoding of data”), 1:50-54 (“data to bve encoded/encrypted”), 1:70 (source unit
has an “encoder/decoder 13”), 1:83 (the database has an “encoder/decoder 22”), 1:90 (the user
unit has a “decoder 33”), and Figs. 1-3, Waters at 82 (“The second is digital audio encryption,
which some believe to be the ultimate weapon against theft of service.”); Jared at 165 (“Even
inexpensive data-protection programs use exotic encryption methods that may be foolproof. In
just a few seconds, you can scramble a file so thoroughly that not even the C.I.A. can read it.”);
Kramer at C7 (“Several software firms are including encryption as an option for their spreadsheet
or database user. Other developers sell encryption hardware and software to tighten the lid on

computer security").

Claim 7

Claim 7 of the '440 patent reads as follows:
A method as described in claim 6 wherein the first memory includes a first party hard
disk having a plurality of digital video or digital audio signals, and a sales random
.access memory chip which temporarily stores a replica of the desired digital video or
digital audio signals purchased by the second party for subsequent transfer via
telecommunications lines to the second memory of the second party; and including before

the transferring step, there is the step of storing a replica of the desired digital video or
digital audio signals from the hard disk into the sales random access memory chip.

-Claim 7 of the '440 patent is invalid for double patenting in light of claims 3 and 6 of the
'S73 patent. The only differences are that the first memory includes a "hard disk," or hard drive,
to store the signals, a "sales random access memory chip," or RAM, for temporarily storing the
signals for the transfer during purchase, and the step of doing this before the transfer. One
skilled in the art in light of claims 3 and 6 of the '573 patent would have known that a hard drive
could be used to store the signals and that a RAM chip could be used for temporary storing
during the step of transferring. ‘7344Prosecution History, 1/3/94 Hair Decl., p. 2 (“The use of
transferring money across telecommunication connections, such as by telephoning over the

. phone lines the agents who as a first party’s hard disk, or charging a fee to a purchaser or ‘second

party’ preferably at a location remote from purchaser or ‘second party’, for obtaining data on the
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first party’s hard disk through telecommunications lines is well known to one skilled in the art to

be part of electronic sales.”) (emphasis added).

The limitation of a first memory including a first party hard disk was obvious in view of
Gallagher at 1:32-35 (media for storage of data would be hard disk); Freeny at 22:31-36 (digital
storage unit may be a hard disk); Schwartz at 6:23 (storage medium can be magnetic disk). The
limitation of a sales random access memory chip was obvious in view of Gallagher at 1:81-84
(database includes a buffer store); Freeny at Fig.2, 22:12-13 (“the control manufacturing unit 72
may be an Apple III computer”); Schwartz at 7:39-41 (“RAM Buffer Module™). The limitation
of storing a replica of the digital audio or video signals from the hard disk to the sales random
access memory was obvious in view of Gallagher at 1:81-84 (database comprises buffer store);
Freeny at Fig.1, 5:60-6:3-8 (informatioh manufacturing machine 14 provides a request |
reproduction code requesting to reproduce the certain selected information.”); Schwartz at 7:39-

41 (“series of amplitude readings is utilized from the RAM Buffer Module”). '

Claim 8
Claim 8 of the '440 patent is invalid for double pétenting in light of claims 3 and 6 of the '573

pafent. Claim 8 of the '440 patent reads as follows:

A method as described in claim 7 wherein the second party control unit has a second
party integrated circuit which controls and executes commands of the second party, and
a second party control panel connected to the second party integrated circuit, and before
the forming step, there is the step of commanding the second party integrated circuit with
the second party control panel to initiate the purchase of the desired digital video or
digital audio signals from the first party.

The only differences are the addition of a "second party integrated circuit" that "controls
and executes commands" from a "control panel," or interface, and the step of giving the
command to initiate the purchase. A second party control integrated circuit was inherent in the
573 teaching of electronic sales. ‘734 Prosecution History, 1/3/94 Hair Decl., p. 3-4

(“Furthermore, the ‘second party’ must have a ‘receiver’ (the control IC of the user in figure 1) in
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his ‘possession’ in order to receive the music electronically from the hard disk of the agent over
the telecommunications lines, such as telephone lines.”) (emphasis added).

It also would have been obvious to have a second party control panel. Hair's claimed
invention as described in the original '573 specification was an "advanced stereo system." '573
Prosecution History, Original Patent Application Filing at p.6. It is well known that a stereo
system must have a control panel in order to accept user commands (for example to “play”
music).

Finally, the limitation of a second party integrated circuit and a control panel connected to
the integrated circuit was obvious in view of Gallagher at 1:19-22 (user unit with means to
process data), Freeny at Figs.1, 3, 22:29-30 (unit may be an Apple Il computer), Akashi at 4
(choose data using control unit and accesses and processes data), 5 (“control unit”), Fig.1;

Schwartz at 7:5-10 (system cari"‘Very Large Scale Integrated Circuit (VLSIs) technology™).
Claim 9

Claim 9 of the '440 patent is invalid for double patenting in light of claims 3 and 6 of the

'573 patent. Claim 9 of the '440 patent reads as follows:

A method as described in claim 5 wherein the second memory of the second party control
unit includes an incoming random access memory chip which temporarily stores the
desired digital video or digital audio signals received from the sales random access
memory chip, a second party hard disk for storing the desired digital video or digital
audio signals, and a playback random access memory chip for temporarily storing the
desired digital video or digital audio signals for sequential playback; and the storing step
includes the steps of storing the desired digital video or digital audio signals in the
incoming random access memory chip, transferring the desired digital video or digital
audio signals from the incoming random access memory chip to the second party hard
disk, storing the desired digital video or digital audio signals in the second party hard
disk, commanding the second party integrated circuit with the second party control
panel to play the desired digital video or digital audio signals and transferring a replica
of the desired digital video or digital audio signals from the second party hard disk to
the playback random access memory chip for playback.
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See claim 8 for “second party control panel.”®

See claim 7 for “second party integrated circuit”

See claim 7 for “[incoming/playback] random access memory chip.”

The only other differences are the addition of a "second party hard disk" for storing the
signals, and the storing step including storing and transferring the signals during the transfer, and
playing of the signal. It would have been obvious to one skilled in the art in light of claims 3 and
6 of the '573 patent to have these parts and steps.

The limitation of storing and playing the digital signals was obvious in view of Gallagher
at Abstract, p.1 (“user unit includes playback apparatus™), 1:19-22 (user unit with means for
storing/recalling and/or processing data), 1:81-84 (database contains buffer store), 1:32-35
(“media for storage of data™), Freeny at Figs.1, 3, 22:29-30 (unit may be Apple IIl computer),
Akashi at 1 (“personal computer recording/recording reproduction devise™), 3
(“recording/reproducing device”, 4 (“optical disk recording/reproducing device”), Fig.1;
Schwartz at 6:23-29 (storage medium can be magnetic disk”).

Finally, it was well known within the art that digital audio could be stored on hard disk
and playback would require playback random access memory. See e.g., Schwartz Fig. 1
(showing digital audio data going from hard disk to RAM Buffer to “Player Module”); 6:40-42
(“In the retrieve mode, or playback, the Disk Read/Write Module first reads the Waveform

Catalog from the disk into RAM”).

Claim 10

Claim 10 of the '440 patent reads as follows:

A method as described in claim 9 including after the transferring step, there is the step of
repeating the commanding, playing, and transferring a replica steps.

¢ In order to avoid duplication of arguments, the Requestor respectfully refers the Examiner to the analysis of the
previous claims and cites this analysis in the following way: “See claim __ for [discussion of limitation].”
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Claim 10 of the '440 patent is invalid for double patenting in light of claims 3 and 6 of the
'573 patent. The only difference is that claim 10 recites "repeating” the steps outlined. The
“repeating” limitation of claim 10, which covers repeated playback of digital audio signals stored
on the user’s hard disk, would be inherent in a system oriented to the playback of digital audio
signals from a hard disk. When data is read from a hard disk it remains intact on the hard disk,
thus allowing forvfuture reuse. Hair recognizes this well known property of hard disks in the’573
specification. ‘573 Patent 4:61-63 (“When a song is retrieved from the Hard Disk 60 only a
replica of the permanently stored song is retrieved. The permanently stored song remains intact
on the Hard Disk 60, thus allowing repeated playback.”).

The entire purpose of the system discloséd in the ‘573 patent was for the sale of digital
audio and video songs, plainly it would have been obvious to anyone that that purpose included
repeatedly commanding, playing and transferring.

Moreover, the limitation of repeating thq commanding, playing, and transferring a replica
steps was obvious in view of Gallagher at 1:19-22 (user unit with means for storing/recalling
and/or processing data), Freeny at 15:24-33 (after storage additional recordings/information will

be produced).

Claim 11

Claim 11 of the '440 patent is invalid for double patenting in light of claims 1 and 4 of the

'573 patent. Claim 11 of the '440 patent reads as follows:

A method for transferring digital video or digital audio signals from a first party to a
second party comprising the steps of: placing a second party control unit in possession
and control of the second party by the second party at a desired location determined by
the second party; entering into a second party control panel of the second party control
unit of the second party commands by the second party to purchase desired digital video
or digital audio signals from a first party; forming a connection through
telecommunications lines between a first memory of the first party and a second memory
of the second party control unit, said first memory having desired digital video or digital
audio signals; selling electronically by the first party to the second party through
telecommunications lines, the desired digital video or digital audio signals in the first
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memory; transferring the desired digital video or digital audio signals from the first
memory of the first party into the second memory of the second party through
telecommunications lines while the second memory is in possession and control of the
second party; entering into the second party control panel commands to play the desired
digital video or digital audio signals in the second memory of the second party control
unit; and playing the desired digital video or digital audio signals with the second party
control unit.

See claim 1 for “second party control unit.”
See claim 8 for “second party control panel.”
See claim 9 for “playing.”

See claim 1 for “selling electronicaily.”

See claim 1 for “transferring.”

Claim 12
Claim 12 is invalid over claims 2 and 5 of the '573 Patent. Claim 2 of the '573 patent

reads as follows:

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.’

Claim 12 of the '440 patent reads as follows:

A system for transferring digital video or digital audio signals comprising: a first party
control unit having a first memory having desired digital video or digital audio signals,
and means or a mechanism for electronically selling the desired digital video or digital
audio signals; a second party control unit having a second party control panel, a second
memory connected to the second party control panel, and means or a mechanism for
. playing the desired digital video or digital audio signals connected to the second memory
and the second party control panel, said playing means or mechanism operatively
controlled by the second party control panel, said second party control unit remote from
the first party control unit, said second party control unit placed by the second party at a
location determined by the second party; and telecommunications lines connected to the
first party control unit and the second party control unit through which the electronic sales
of the desired digital video or digital audio signals occur and through which the desired
digital video or digital audio signals are electronically transferred from the first memory
to the second memory while the second memory is in possession and control of the

7 Claim 5 tracks the same limitations for the video signal.
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second party after the desired digital video or digital audio signals are sold to the second
party by the first party. '

See claim 1 for “means or mechanism for electronically selling.”

See claim 8 for “second party control panel.”

See claim 9 for “playing.”

See claim 1 for “second party control unit.”

The only difference between this claim and claims 2 and 5 of the '573 Patent is the
addition of "means and a mechanism" limitation. The addition of the "means" language does not
create a patentable distinction. Instead, it merely causes the claim to cover the corresponding
structure, material, or acts described in the specification or their equivalents. Therefore, because
the specification of the '573 patent already discloses the same structure as that disclosed in the
‘440 specification for electronic sales of music, "means and a mechanism for selling music
electronically" does not add any new elements. _

Although claims 2 and 5 of the '573 patent are not system claims like claim 12 of the '440 |
patent but rather method claims, they nevertheless presuppose é system to which the system of
claim 12 of the '440 patent is virtually identical, from which the system of claim 12 of the '440
patent is not patently distinct, or from which claim 12 of the '440 would have been obvious ih
light of, by one skilled in the art. The differences between claim 12 of the '440 patent and claims
2 and 5 of the '573 patent also do not make them patently distinct, or one skilled in the art would
have viewed those differences as obvious in light of claims 2 and 5 of the '573 patent.

Claim 12 of the '440 patent includes a "first party control unit" which has the first
memory and a means for “electronically selling.” It would have been obvious to one skilled in
the art in light of claims 2 and § of the '573 patent to have the hardware necessary called a
"control unit" to perform the desired steps in view of Gallagher at 1:19-22 (user unit with means
to communicate with database and store/recall/process data received from dé.tabase), 1:49-50
(“sale to the general public via their user units.”); Akashi at 3-5 (“user chooses desired data using

control unit”, user can “purchase desired music from home”), Fig. 1, Freeny at Fig. 1, 7:53-62
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(information control unit communicates with information maﬁufacturing machine); Schwartz at
10:20-25 (“recording and playback functions can be integrated”).

Finally, the only other difference between claim 12 of the ‘440 patent and the claims 2
and 5 of the ‘573 patent is that the telecommunication lines are recited to be connected to the first
and second party control units as opposed to the memories as recited in claims 2 and 5 of the '573

patent. This does not make claim 12 patentably distinct.®

Claim 13

Claim 13 of the '440 patent reads as follows:

A system as described in claim 12 wherein the first party control unit includes a first
party hard disk having a plurality of digital video or digital audio signals which include
the desired digital video or digital audio signals, and a sales random access memory
chip electronically connected to the first party hard disk for storing a replica of the
desired digital video or digital audio signals of the first party's hard disk.

Claim 13 of the '440 patent is invalid for double patenting in light of claims 3 and 6 of the

'573 patent. The analysis for claim 13 is the same as claim 7.

Claim 14

Claim 14 of the '440 patent reads as follows:

A system as described in claim 13 wherein the second party control unit includes a
second party hard disk which stores a plurality of digital video or digital audio signals,
and a playback random access memory chip electronically connected to the second
party hard disk for storing a replica of the desired digital video or digital audio signals as
a temporary staging area for playback.

8 As explained above, the ‘440 patent was filed before the ‘734 patent. Nevertheless, the ‘734 patent issued
before the ‘440 patent. While the ‘440 patent covers more generic, means-plus-function claims, the ‘734 patent
includes more specific claims which disclose the structure involved in the means plus function claims of the ‘440
patent. In In re Goodman, 11 F.3d 1046 (Fed. Cir. 1993), the Federal Circuit held that the claims of the earlier
filed, but not yet issued application were “generic” to the “species” claims of the earlier issued patent to the
same inventor. Accordingly, the Court held that “the generic invention is ‘anticipated’ by the species of the
patented invention.” Id. As such, all of the “generic” means-plus-function claims of the ‘440 patent are also

" invalid (due to anticipation) in view of the specific “species” claims of the ‘734 patent.
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Claim 14 of the '440 patent is invalid for double patenting in light of claims 3 and 6 of the

'573 patent. The analysis for claim 14 is the same as claim 7.

Claim 15

Claim 15 of the '440 patent is invalid for double patenting in light of claims 2 and 5 of the

'573 patent. Claim 15 of the '440 patent reads as follows:

A system as described in claim 14 wherein the first party control unit includes a first
party control integrated circuit which controls and executes commands of the first
party and is connected to the first party hard disk, the first party sales random access
memory, and the second party control integrated circuit through the
telecommunications lines, said first party control integrated circuit and said second party
control integrated circuit regulate the transfer of the desired digital video or digital audio
signals; and a first party control panel through which the first party control integrated
circuit is programmed and is sent commands and which is connected to the first party
control integrated circuit

See claim 7 for “first party hard disk.”

See claim 8 for “second party control integrated circuit.”

The only differences between claim 15 of the '440 patent and claims 2 and 5 of the '573
patent do not make it patentably distinct. First, it would have been obvious to one skilled in the
art to have an integrated circuit (“IC”) to perform these functions and to have these connected so
it all worked in view of Gallagher at 1:19-22 (user unit with means to store/recall/process data),
1:49-50 (“sale to the general public via their user units.”); Freeny at Figs. 1, 3, 22:12-13 (unit
may be an Apple III computer); Akashi at 2 (personal. computer), 3 (“Automated Music
Purchasing System”), 4 (“CPU”), Fig.1; Schwartz at 7:5-10 (“Very Large Scale Integrated
Circuit (VLSIs) technology”), 10:20-25 (recording and playback functions can be integrated).

It also would have been obvious to have the ICs regulate the transfer in view of
Gallagher at 1:67-74 (source unit with storage medium, encoder/decoder, transmitter/receiver),
1:93-96 (“recorded material may Be sent and received by both the source unit and the database

user unit receive material.”); Freeny at Figs. 1, 3, 22:12-13 (unit may be an Apple III computer);
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Akashi at 2 (user device signals host computer and host computer sends data); Schwartz at
10:20-37 (computer communications link to transmit the recorded data).

Finally, it would have been obvious to have an interface which programs the IC and
which sends it commands in view of Gallagher at 1:67-74 (source unit with transmitter/receiver),
1:93-96 (material sent and received by source unit and database and user unit receives recorded
material); Freeny at Figs. 1, 3, 22:12-13 (unit may be an Apple IIl computer); Akashi at 2 (data
transmitted via personal computers); Schwartz at 10:20-37 (recording and playback functions

can be integrated).

Claim 16

Claim 16 of the '440 patent reads as follows:

A system as described in claim 15 wherein the second party control unit includes a
second party control integrated circuit which controls and executes commands of the
second party and is connected to the second party hard disk, the playback random
access memory, and the first party control integrated circuit through the
telecommunications lines, said second party control integrated circuit and said first party
control integrated circuit regulate the transfer of the desired digital video or digital audio
signals; and a second party control panel through which the second party control
integrated circuit is programmed and is sent commands and which is connected to the
second party integrated circuit.

Claim 16 of the '440 patent is invalid for double patenting in light of claims 2 and 5 of the
'573 patent.

See claim 8 for “second party control integrated circuit.”

See claim 1 for “second party control unit.”

Sée claim 9 for “second party hard disk.”

See claim 7 for “[playback] random access memory chip.”

See claim 15 for “first party control integrated circuit.”

See claim 8 for “second party control panel.”

Finally, it would have been obvious to have an interface that programs the IC and sends
commands to and that they be connected so it works in view of Gallagher at 1:67-74 (source unit

with transmitter/receiver), 1:93-96 (material sent and received by source unit and database and
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user unit receives recorded material); Freeny at Figs. 1, 3, 22:12-13 (unit may be an Apple III
computer); Akashi at 2 (data transmitted via personal computers); Schwartz at 10:20-37

(recording and playback functions can be integrated). ‘ D

Claim 17

Claim 17 of the '440 patent reads as follows:

A system as described in claim 16 wherein the second party control unit includes an
incoming random access memory chip connected to the second party hard drive and
the second party control integrated circuit, and the first party control unit through
the telecommunications lines for temporarily storing the desired digital video or digital
audio signals received from the first party's control unit for subsequent storage to the
second party hard disk.

Claim 17 of the '440 patent is invalid for double patenting in light of claims 2 and 5 of the
'573 patent.

Sée claim 1 for “second party coﬁtrol unit.”

See claim 7 for “[incoming] random access memory chip.”

See c.laim 9 for “second party hard disk.”

See claim 8 for “second party control integrated circuit.”

See claim 12 for “first party control unit.”

Claim 18
Claim 18 of the '440 patent reads as follows:

A system as described in claim 17 wherein the second party control unit includes a video
display unit connected to the playback random access memory chip and to the second
party integrated circuit for displaying the desired digital video or digital audio signals.

See claim 1 for “second party control unit.”

See claim 7 for “[playback] random access memory chip.”

See claim 8 for “second party control integrated circuit.”

Claim 18 of the '440 patent is invalid for double patenting in light of claims 2 and 5 of the
'573 patent. The only differences between claim 18 of the '440 patent and claims 2 and 5 of the
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'573 patent do not make it patentably distinct. It would have been obvious to have some type of
display and to have these parts connected so that the system works in view of Gallagher at 1:87-
92 (apparatus for visual reproduction), Fig. 3; Akashi at 2 (TV or computer monitor); Freeny at
Fig.1, 3, 22:23-24 (Apple Il monitor); Schwartz at Fig. 6. In Hair's description of the invention,
he admits that video display units were well-known where he states that "the following
components are already commercially available: ...the Video Display Unit 70." '573 Patent,

4:16-20.

Claim 19

Claim 19 of the '440 patent reads as follows:

A system as described in claim 12 wherein the means or mechanism for electronically
selling includes means or a mechanism for electronically selling includes means or a
mechanism for charging a fee via telecommunications lines by the first party to the
second party at a first party location remote from the second party location.

Claim 19 is invalid over claims 2 and 5 of the '573 Patent.

See claim 12 for “means and mechanism.”

See claim 1 for “electronically selling.”

Claim 19 of the '440 patent is invalid for double patenting in light of claims 2 and 5 of the
'573 patent. The only differences between claim 19 of the '440 patent and claims 2 and 5 of the
'573 patent do not make it patentably distinct. First, the phrase "charging a fee" in claim 12 of
the '440 patent has the same function of selling the digital signals that claims 2 and 5 of the '573
patent describe as "transferring money electronically via a telecommunications line." The
difference in language creates no patentably distinct difference.

Second, although claims 2 and 5 of the '573 patent do not recite the structure for
“charging a fee,” the structure that would be needed for this would have been obvious to one
skilled in the art in light of claims 2 and 5 of the '573 patent in view df Gallagher at 1:49-50

(“sale to the general public via their user units.”); Freeny at Fig.1, 21:56-60 (communication
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transmission), 13:25-36 (data communicated can be consumer credit card number); Hellman at

5:57- 6:2 (billing user).

Claim 20

Claim 20 of the '440 patent reads as follows:

A system as described in claim 19 wherein the second party has an account and the
means or mechanism for charging a fee includes means or a mechanism for charging
the account of the second party.

See claim 3 for “account” and for “means or mechanism for charging the account.”

Claim 21

Claim 21 of the '440 patent reads as follows:

A system as described in claim 20 wherein the means or mechanism for charging the
account includes means or a mechanism for receiving a credit card number of the
second party. :
Claim 21 of the '440 patent is invalid for double patenting in light of claims 3 and 6 of the
'573 patent. The analysis for claim 21 is the same as claim 4 along with the fact that the structure
needed to receive a credit card number to have been obvious to one skilled in the art in view of
Gallagher at 1:49-50 (“sale to the general public via their user units.”); Fréeny at Fig.1, 21:56-60
(communication trénsmission), 13:25-36 (data communicated can be consumer credit card
number); Hellman at 5:57- 6:2 (billing user).
See also claim 1 re “selling electronically.”
See also claim 12 for “means and a mechanism.”
Claim 22
Claim 22 of the '440 patent is invalid for double patenting in light of claims 1 and

4 of the '573 patent. Claim 22 of the '440 patent reads as follows:

A method for transmitting desired digital video or digital audio signals stored on a first
memory of a first party to a second memory of a second party comprising the steps of:
placing a second party control unit having a receiver and the second memory connected
to the receiver by the second party at a desired location determined by the second party;
selling electronically via telecommunications lines to the second party at a location
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remote from the first memory by the first party controlling use of the first memory, said
second party financially distinct from the first party, said second party in control and in
possession of the second memory; connecting electronically via telecommunications lines
the first memory with the second memory such that the desired digital video or digital
audio signals can pass therebetween; transmitting the desired digital video or digital audio
signals from the first memory with a transmitter in control and possession of the first

~ party to the receiver of the second party control unit having the second memory at the
location determined by the second party while said receiver is in possession and control
of the second party; storing the digital video or digital audio signals in the second
memory; and playing the digital video or digital audio signals in the second memory with
the second party control unit.

See claim 1 for “second party control unit.”
See claim 1 for “selling electronically.”

See claim 9 for “playing.”

Claim 23
Claim 23 is invalid over claims 1 and 4 of the '573 Patent.. Claim 23 of the '440 patent
reads as follows:

A system for transmitting desired digital video or digital audio signals stored on a first
memory of a first party to a second memory of a second party comprising: means or
mechanism for transferring money electronically via telecommunications lines from
the second party to the first party controlling use of the first memory, at a location remote
from the second memory, said second party controlling use and in possession of the
second memory, means or a mechanism for connecting electronically via
telecommunications lines the first memory with the second memory such that the desired
digital video or digital audio signals can pass therebetween, said connecting means or
mechanism in electrical communication with the transferring means or mechanism;
means or a mechanism for transmitting the desired digital video or digital audio
signals from the first memory with a transmitter in control and possession of the first
party to a receiver having the second memory while said receiver is in possession and
control of the second party, said receiver placed at a location determined by the second
party, said transmitting means or mechanism in electrical communication with said
connecting means or mechanism; means or a mechanism for storing the digital video or
digital audio signals in the second memory, said storing means or mechanism in electrical
communication with said transmitting means or mechanism; and means or mechanism
for playing the digital video or digital audio signals stored in the second memory, said
playing means or mechanism connected to the second memory.

See claim 21 for “means or mechanism for transferring money electronically.”
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See also claim 1 re “selling electronically.”

See also claim 9 re “second party hard disk™ and “storing.”

See also claim 9 re “playing.”

See also claim 12 for “means and a mechanism.”

Although claims 1 and 4 of the '573 patent are not system claims like claim 23 of the '440
patent but method claims, they nevertheless disclose a system to which the system of claim 23 of
the '440 patent is viftually identical, from which the system of claim 23 of the '440 patent is not
patently distinct, or from which claim 23 of the '440 would have been obvious in light of by one
skilled in the art. The differences between claim 23 of the '440 patent and claims 1 and 4 of the
'573 patent also do not make them patently distinct, or one skilled in the art would have viewed
those differences aé obvious in light of claims 1 and 4 of the '573 patent.

Claim 23 of the '440 patent recites a means for "connecting electronically via
telecommunication lines" and that it be in "electrical communication" with the transferring
structure. One skilled in the art in light of claims 1 and 4 of the '573 patent would know what
structure would be needed to connect the telecommunications lines to the respective parties in
view of Gallagher at 1:49-50 (“‘sale to the general public via their user units.”), 2:92-93 (“home-
buying”, “immediate access”), 1:28-31 (media for data transfer); Freeny at 13:25-36
(communication of data); Akashi at 3 (NCU employed as communication method), Fig.1;
Schwartz at 10:20-25 (transmission by modem); Hellman at 5:57- 6:2 (billing user).

Furthermore, it is inherent to have "electrical communication" between the transferring
and connecting structures as these structures are the same, or at.least one skilled in the art in light
of claims 1 and 4 of the '573 patent would have known to have "electrical communication"”
between the transferring and connecting structures in view of Gallagher at 1:19-22 (user unit with
means for communication with database to receive data from database); Freeny at 9:39-41 (unit
constructed to receive encoded information), Fig. 1; Akashi at 2 (host computer sends data), 3
(communication line between host computer database and recording/reproducing device), 4 (data
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recorded using recording/reproducing device), Fig.1,2); Schwartz at 10:20-25 (“recording and
playback functions can be integrated”), Fig. 6. Claim 23 of the '440 patent also recites a means
for storing the digital signals.

Further, claim 23 of the '440 patent recites "playing" the digital signals and a means for
doing this. The limitation of storing and playing the digital signals was obvious in vieW of
Gallagher at Abstract, p.1 (“user unit includes playback apparatus.”), 1:19-22 (user unit with
means for storing/recalling/ processing data), 1:81-84 (buffer store), 1:32-35 (storage media);
Freeny at Figs.1, 3, 22:29-30 (unit may be an Apple IIl computer); Akashi at 1 (p¢rsona1
computer recording/recording reproduction device), 4 (data recorded to recordable optical disc),
Fig.1; Schwartz at 6:23-29 (storage medium can be magnetic disk), 6:40-46 (playback from the
disk), 7:39-41 (playing at output end of system).

Claim 24

Claim 24 is invalid over claims 1 and 4 of the '573 Patent. Claim v24. of the '440 patent

reads as follows:

A system as described in claim 23 wherein the connecting means or mechanism
comprise a first control unit in possession and control of the first party and a second
control unit in possession and control of the second party.

The analysis for claim 24 is the same as the discussion on "control unit" for claim 1.
See claim 23 for “connecting means or mechanism.”
See claim 12 for “first party control unit.”

See claim 1 for “second party control unit.”

Claim 25

Claim 25 of the '440 patent reads as follows:

A system as described in claim 18 wherein the first control unit comprises a first control
panel, first control integrated circuit and a sales random access memory, said sales
random access memory and said first control panel in electrical communication with. said
first control integrated circuit, said second control unit comprising a second control
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panel, a second control integrated circuit, an incoming random access memory and a
playback random access memory, said second control panel, said incoming random
access memory and said playback random access memory in electrical communication
with said second control integrated circuit.

Claim 25 of the '440 patent is invalid for double patenting in light of claims 1 and 4 of the
'573 patent. All of the new terms in Claim 25 have been addressed previously in the above
claims as follows: |

See claim'15 for “first party control panel.”

See claim 15 for “first party control integrated circuit.”

See claim 7 for “[sales/incoming/playback] random access memory chip.”

See claim 1 for “second party control unit.”

See claim 8 for “second party control panel.”

See claim 8 for “second party control integrated circuit.”

Claim 26

Claim 26 of the '440 patent reads as follows:

A system as described in claim 25 wherein the telecommunications lines include
telephone lines.

Claim 26 of the '440 patent is invalid for double patenting in light of claims 3 and 6 of the
'573 patent. There is no difference in claim 26 and claims 3 and 6 of the '573 patent because
claim 3 recites that the "...transferring step includes telephoning..." .('5 73, 6:32) which would
reqﬁire that telephone lines be included. At the least, the limitation to use telephone lines was
obvious in view of Gallagher at 1:28-31 (“high speed telephone links”, “normal telephone
links™); Freeny at Figs. 1, 21:57-60 (transmission via telephone lines); Akashi at 1 (“telephone

lines”); Schwartz at 10:20-25 (communications link with modem), Fig. 6.

Claim 27

Claim 27 of the '440 patent reads as follows:
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A system as described in claim 26 wherein the first memory comprises a first hard disk .
and the second memory comprises a second hard disk.

Claim 27 of the '440 patent is invalid for double patenting in light of claims 3 and 6 of the

'573 patent.

See claim 7 for “first party hard disk.”

See claim 9 for “second party hard disk.”

Claim 28

Claim 28 of the '440 patent reads as follows:

A system as described in claim 27 including a video display and speakers in possession
and control of the second party, said video display and speakers in electrical
communication with said second control integrated circuit.

Claim 28 of the '440 patent is invalid for double patenting in light of claims 3 and 6 of the
'573 patent.

See claim 18 for “video display.”

See claim 1 for “speakers.”

See claim 8 for “second party control integrated circuit.”

Moreover, in Hair's description of the invention, he admits that video display units were
well-known where he states that "the following components are already commercially available:

...the Video Display Unit 70." '573 Patent, 4:16-20.

Claim 29

Claim 29 is invalid over claims 2 and 5 of the '573 Patent. Claim 29 of the '440 patent
reads as follows:

A system for transmitting desired digital video or digital audio signals stored on a first
memory of a first party at a first location to a second memory of a second party at a
second party location comprising: means or a mechanism for the first party to charge
a fee to the second party for access to the desired digital video or digital audio signals at a
location remote from the second location, said first party controlling use of the first
memory, said second party controlling use and in possession of the second memory;
means or a mechanism for connecting electronically via telecommunications lines the
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first memory with the second memory such that the desired digital video or digital audio
signals can pass therebetween, said connecting means or mechanism in electrical
communication with the transferring means or mechanism; means or a mechanism for
transmitting the desired digital video or digital audio signals from the first memory with
a transmitter in control and possession of the first party to a receiver having the second
memory while said receiver is in possession and control of the second party, said receiver
placed by the second party at the second party location determined by the second party,
said transmitting means or mechanism in electrical communication with said connecting
means or mechanism; means or a mechanism for storing the digital video or digital
audio signals in the second memory, said storing means or mechanism in electrical
communication with said transmitting means or mechanism; and means or mechanism
for playing the digital video or digital audio signals stored in the second memory, said
playing means or mechanism connected to the second memory.

See claim 19 for “means of mechanism for the first party to charge a fee.”

Although claims 2 and 5 of the '573 patent are not system claims like claim 29 of the '440
patent but rather method claims, they nevertheless disclose a system to which the system of claim
29 of the '440 patent is virtually identical, from which the system of claim 29 of the '440 patent is
not patently distinct, or from which claim 29 of the '440 would have been obvious in light of by
one skilled in the art. The differences between claim 29 of the '440 patent and claims 2 and 5 of
the '573 patent also do not make them patently distinct, or one skilled in the art would have
viewed those differences as obvious in light of claims 2 and 5 of the '573 patent.

Claim 29 of the '440 patent recites respective "locations" for the first and second
memories. Claim 29 of the '440 patent having the memories at first and second "locations” does
not add anything patently distinct over claims 2 and 5 of the '573 patent or having the "locations"
is inherent in a claimed system. Moreover, one skilled in the art would have known that the
locations could and would mostly be in different locations in light of claims 2 and 5 of the '573
patent in view of Gallagher at 2:92-93 (“home-buying”, “immediate access”); Freeny at Fig. 1,
5:45-47 (information machine at location remote from point of sale location); Akashi at 4 (user is
at home); Schwartz at 10:25 (“transmitted for playback at the remote location”).

Claim 29 of the '440 patent also includes a "means for...charging a fee to the second

party for access" to the digital signals. First, this language has the same function as claims 2 and
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5 of the '573 patént in that they both refer to charging money to the purchaser before accessing
the digital signals. The difference in language creates no patentably distinct difference. Further,
the "means for" or strﬁcture to do this would have been obvious to one skilled in the art in light
of claims 2 and 5 of the '573 patent in view of Hellman at 5:57- 6:2 (billing user); Gallagher at
1:49-50 (“sale to the general public via their user units.”); Akashi at 1 (“Automatic Music
Purchase System”); Freeny at Fig. 1, Col. 21:56-60 (communication/transmission over telephone
lines)), 13:25-36 (communicate credit card number to charge sale).

The language of claim 29 of the '440 patent aiso requires that the digital signals tobeata
location remote from the second party. Having the signals remote from the pﬁrchaser would
have been obvious to one skilled in the art in light of claims 2 and 5 of the '573 patent in view of
Gallagher at 2:92-93 (“home-buying”, “immediate access”); Freeny at Fig. 1, 5:45-47
(information machine at location remote from point of sale location); Akashi at 4 (user is at
home); Schwartz af 10:25 (transmit data to remote playback facility).

" Claim 29 of the '440 patent then recites a "means for ....connecting" and that this
connecting means be in "electrical communication” with the "transferring means." First, the
means for or the structure needed to connect the telecommunication lines between the first and
second memory is inherent in the telecommunication lines and adds nothing that is patentably
distinct. At the least, this structure would have been obvious to one skilled in the art in light of
claims 2 and 5 of the '573 patent in view of Gallagher at 1:49-50 (“sale to the general public via
their user units.”); 2:92-93 (“home-buying”, “immediate access”), 1:28-31 (media for data
transfer); Freeny at 21:56-60 (transmission via telephone lines); Akashi at 3-4 (NCU employed
as computer /communication method), Fig.1, 2; Schwartz at 10:20-25 (communications link with
modem); Hellman at 5:57- 6:2 (billing user).

Secondly, it is inherent to have "electrical communication" between the transferring and
connecting structures as these structures are the same, or at least one skilled in the art would have
known to have "electrical communication" between the transferring and connecting structures in
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view of Gallagher at 1:19-22 (unit with means for communication with database including
transmitter/receiver interface); Freeny at 9:39-41 (master file unit of information manufacturing
machine), Fig. 1; Akashi at 3-4 (NCU employed as computer communication method, access
signal/response signal/data sent through NCU), Fig.1; Schwartz at 10:20-25 (communication
link with modem for transmission), Fig. 6.

Claim 29 of the '440 pafent then recites a "means for" the transmitting the signals and that
it be in "electrical communication" with the "connecting means." The structure necessary for
transmitting the signals would have been obvious to one skilled in the art in light of claims 2 and
5 of the '573 patent, as would having the structures for transmitting and connecting to be in
"electrical communication" or hardwired together so that the system runs together in view of
Gallagher at 1:49-50 (“sale to the general public via their user units.”), 2:92-93 (“home-buying”,
“immediate access™), 1:28-31 (media for data transfer); Freeny at 21:56-60 (communication link
as a transmission type); Akashi at 3-4 (NCU employed as computer communication method,
access signal/response signal/data' sent through NCU), Fig.1; Schwartz at 10:20-25"
(transmission/communication with modem); Hellrﬁan at 5:57- 6:2 (billing user).

The other difference that the receiver of the second party to be placed at the "second party
location" is inherent for the system to work and at the leaét would have been obvious to one
skilled in the art in light of claims 2 and 5 of the '573 pate'n-t in view of Gallagher at 2:92-93
(“home-buying”, “immediate access”™); Freeny at Fig. 1, 5:45-47 (information machine at location
remote from point of sale location); Akashi at 4 (user is at home); Schwartz at 10:25 (transmit
data to remote playback facility).

Another difference is that claim 29 of the 440 patent reéites a "means for" storing the
signals and that it be in "electrical communication" with the "transmitting means." The structure-
needed to store the signals would have been obvious to one skilled in the art in light of claims 2
and 5 of the '573 patent, as would having the structures for storing and transmitting to be in
"electrical communication," or hardwired together, so that the system works in view of Gallagher
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at 1:49-50 (“sale to the general public via their user units.”), 2:92-93 (“home-buying”,
“immediate access”), 1:28-31 (media for data transfer); Freeny at 5:1-4 (machine receives
information via input line), 5:18-21 (machine provides stored information to second machine via
communication link); Akashi at 3 (NCU employed as communication method in
recording/reproducing device), Fig.1; Schwarfz at 10:20-25 (recording function and modem used
together); Hellman at 5:57- 6:2 (billing user).

Finally, claim 29 of the '440 patent includes a "means for ... playing" the signals and that
this means be in connection with the second memory. It would have been obvious to one skilled
in the art in light of claims 2 and 5 of the '573 patent to "play" the signals purchésed along with
the hardware and software needed to play the signals as would having it "connected" or
hardwired to the second memory so that the signals could be accessed to play in view of
Gallagher at Abstract, p.1 (“user unit includes playback apparatus.”), 1:19-22 (unit with means
for storing/recalling/processing data), 1:81-84 (database having buffer store), 1:32-35 (storage
media); Freeny at Figs.1, 3, 22:29-30 (unit may be an Apple IIl computer); Akashi at 2 -
(recording/recording reproduction devise in personal computer is sent data); | Schwartz at 6:23-29
(storage medium can be magnetic disk), 6:40-46 (playback using read and playback module),
7:39-41 (RAM used in playing).

Claim 30

Claim 30 of the '440 patent reads as follows:

A system as described in claim 29 wherein the means or mechanism for the first party to
charge a fee includes means or a mechanism for transferring money electronically via
telecommunications lines to the first party at a location remote from the second memory
at the second location.

Claim 30 is invalid over claims 2 and 5 of the '573 Patent.

See claim 21 for “means or a mechanism for transferring money electronically.”

Claim 31
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Claim 31 of the '440 patent reads as follows:

A system as described in claim 30 wherein the connecting means or mechanism comprise
a first control unit in possession and control of the first party and a second control unit
in possession and control of the second party.

Claim 31 of the '440 patent is invalid for double patenting in light of claims 2 and 5 of the
'573 patent. The analysis for claim 31 is the same as the discussion of a "control unit" in claim 1.
See claim 12 for “first party control unit.”

See claim 1 for “second party control unit.”

Claim 32

Claim 32 of the '440 patent reads as follows:

A system as described in claim 31 wherein the first control unit comprises a first control
panel, first control integrated circuit and a sales random access memory, said sales
random access memory and said first control panel in electrical communication with said
first control integrated circuit, said second control unit comprising a second control
panel, a second control integrated circuit, an incoming random access memory and a
playback random access memory, said second control panel, said incoming random
access memory and said playback random access memory in electrical communication
with said second control integrated circuit.

Claim 32 of the '440 patent is invalid for double'patenting in light of claims 2 and 5 of the

'573 patent. The analysis for claim 32 is the same as for claim 25.
Claim 33

Claim 33 of the '440 patent reads as follows:

A system as described in claim 32 wherein the telecommunications lines include
telephone lines.

. Claim 33 of the '440 patent is invalid for double patehting in light of claims 2 and 5 of the
'573 patent. The analysis for claim 33 is the same as for claim 26 above.
Claim 34
Claim 34 of the '440 patent reads as follows:
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A system as described in claim 33 wherein the first memory comprises a first hard disk
and the second memory comprises a second hard disk.

Claim 34 of the '440 patent is invalid for double patenting in light of claims 2 and 5 of the

'573 patent. The analysis for claim 34 is the same as for claim 27 above.

Claim 35

Claim 35 of the '440 patent reads as follows:

A system as described in claim 34 including a video display and speakers in possession
and control of the second party, said video display and speakers in electrical
communication with said second control integrated circuit.

Claim 35 of the '440 patent is invalid for double patenting in light of claims 2 and 5 of the

'573 patent. The analysis for claim 35 is the same as for claim 28 above.-

Claim 36

Claim 36 of the '440 patent reads as follows:

A method for transmitting desired digital video or digital audio signals stored in a first
memory of a first party at a first party location to a second memory of a second party
comprising the steps of: placing a second party control unit having the second memory
by the second party at a desired second party location determined by the second party,
said second party location remote from the first party location; charging a fee by the first
party to the second party at a location remote from the second party location so the
second party can obtain access to the digital video or digital audio signals possessed by
the first party, said first party and said second party in communication via said
telecommunications lines; connecting electronically via telecommunications lines the first
memory with the second memory such that the desired digital video or digital audio
signals can pass therebetween; transferring electronically via telecommunications lines
the digital video or digital audio signals from a first location with the first memory to the
desired second party location with the second memory while the second memory is in
possession and control of the second party, said second party location remote from said
first location, said first memory in communication with said second memory via the
telecommunications lines; storing the digital video or digital audio signals in the second
memory; and playing the digital video or digital audio signals stored in the second
memory with the second party control unit.

Claim 36 of the '440 patent is invalid for double patenting in light of claims 2 and 5 of the
'573 patent.

'See claim 1 for “second party control unit.”

See claim 9 for “playback.”
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Claim 37

Claim 37 of the '440 patent reads as follows:

A method as described in claim 36 wherein the step of charging a fee includes the step of
charging a fee via telecommunications lines by the first party to the second party at a
location remote from the second party location.

Claim 37 of the '440 patent is invalid for double patenting in light of claims 2 and 5 of the

'573 patent. The analysis for claim 37 is the same as for claim 2 above.

Claim 38

Claim 38 of the '440 patent reads as follows:

A method as described in claim 37 wherein the second party has an account and the step
of charging a fee includes the step of charging the account of the second party.

Claim 38 of the '440 patent is invalid for double patenting in light of claims 2 and 65 of

the '573 patent. The analysis for claim 38 is the same as for claim 3 above.

Claim 39
Claim 39 of the '440 patent reads as follows:

A method as described in claim 38 wherein the step of charging the account of the second
party 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.

Claim 39 of the '440 patent is invalid for double patenting in light of claims 2 and 5 of the

'573 patent. The analysis for claim 39 is the same as for claim 4 above.

Claim 40

Claim 40 of the '440 patent reads as follows:

A method as described in claim 39 including after the transferring step, there is the step
of repeating the charging a fee, connecting, and transferring steps. '
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Claim 40 of the '440 patent is invalid for double patenting in light of claims 2 and 5 of the
'$73 patent.

See claim 10 for “step of repeating.”

Claim 41

Claim 41 of the '440 patent reads as followé:

A method for transmitting desired digital video or digital audio signals stored on a first
memory of a first party to a second memory of a second party comprising the steps of:
selling electronically via telecommunications lines to the second party at a location
remote from the first memory by the first party controlling use of the first memory, said
second party financially distinct from the first party, said second party in control and in
possession of a second party control unit having a receiver and the second memory
connected to the receiver; connecting electronically via telecommunications lines the first
"memory with the second memory such that the desired digital video or digital audio
signals can pass therebetween; transmitting the desired digital video or digital audio
signals from the first memory with a transmitter in control and possession of the first
party to the receiver connected to the second memory of the second party control unit at
the location determined by the second party while said second party control unit is in
possession and control of the second party; storing the digital video or digital audio
signals in the second memory; and playing the digital video or digital audio signals
stored in the second memory with the second party control unit.

- Claim 41 of the '440 patent is invalid for double patenting in light of claims 1 and 4 of the

'573 patent. The analysis is the same as in claim 1 and in claim 9.

Claim 42

Claim 42 of the '440 patent reads as follows:

A method for transferring desired digital video or digital audio signals from a first party
to a second party comprising the steps of: placing a second party control unit having a
second memory by the second party at a desired location determined by the second party;
forming a connection through telecommunications lines between a first memory of a first
party and the second memory of the second party, said first memory having said desired
digital video or digital audio signals; selling electronically by the first party to the second
party through telecommunications lines, the desired digital video or digital audio signals
in the first memory; transferring the desired digital video or digital audio signals from the
first memory of the first party to the second memory of the second party through
telecommunications lines; and playing the digital video or digital audio signals stored in

the second memory with the second party control unit.
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Claim 42 of the '440 patent is invalid for double patenting in light of claims 1 and 4 of the

'573 patent. The analysis is the same as in claim 1.

Claim 43
Claim 43 of the '440 patent reads as follows:

A method as described in claim 42 wherein the second party is at a second party location
and the step of selling electromically includes the step of charging a fee via
telecommunications lines by the first party to the second party at a first party location
remote from the second party location.

Claim 43 of the '440 patent is invalid for double patenting in light of claims 1 and 4 of the

'573 patent. The analysis of cléim 43 is the same as claim 2.

Claim 44
Claim 44 of the '440 patent reads as follows:

A method as described in claim 43 wherein the second party has an account and the step
of charging a fee includes the step of charging the account of the second party.

Claim 44 of the '440 patent is invalid for double patenting in light of claims 1 and 4 of the

'573 patent. The analysis of claim 44 is the same as claim 3.

Claim 45
Claim 45 of the '440 patent reads as follows:

A method as described in claim 44 wherein the step of charging the account of the second
party 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.

Claim 45 of the '440 patent is invalid for double patenting in light of claims 1 and 4 of the

'573 patent. The analysis of claim 45 is the same as claim 4.
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Claim 46

Claim 46 of the '440 patent reads as follows:

A method for transferring desired digital video or digital audio signals comprising the
steps of: placing a second party control unit having a second memory by the second
party at a desired second party location determined by the second party; forming a
connection through telecommunications lines between a first memory of a first party and
the second memory of a second party, said first memory having said desired digital video
or digital audio signals; incurring a fee by the second party to the first party for the use of
telecommunications lines, the desired digital video or digital audio signals in the first
memory; transferring the desired digital video or digital audio signals from the first
memory of the first party to the second memory of the second party through
telecommunications lines while the second memory is in possession and control of the
second party; and playing the digital video or digital audio signals stored in the second
memory with the second party control unit.

Claim 46 of the '440 patent is invalid for double patenting in light of claims 2 and 5 of the
'573 patelit. The analysis is the same as in claim 1 except for replacing the analysis of
"electronically selling" with "incurring a fee."

Claim 47

Claim 47 of the '440 patent reads as follows:

A system for transferring digital video signals from a first party to a second party at a
second party location comprising: a first party control unmit having a first memory
having a plurality of desired individual video selections as desired digital video signals,
and means or a mechanism for the first party to charge a fee to the second party for
access to the desired digital video signals at a location remote from the second party
location; a second party control unit having a second party control panel, a receiver
and a video display for playing the desired digital video signals received by the receiver,
said second party control panel connected to the video display and the receiver, said
receiver and video display operatively controlled by the second party control panel, said
second party control unit remote from the first party control unit, said second party
control unit placed by the second party at a second party location determined by the
second party which is remote from said first party control unit, said second party choosing
the desired digital video signals from the first memory with said second party control
panel; and telecommunications lines connected to the first party control unit and the
second party control unit through which the desired digital video signals are electronically
transferred from the first memory to the receiver while the second party control unit is in
possession and control of the second party after the desired digital video signals are sold
to the second party by the first party.
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Claim 47 of the '440 patent is invalid for double patenting in light of claim 5 of the '573
patent. | |

See claim 12 for “first party control unit.”

See claim 19 for “means or mechanism for the first party to charge a fee.”

See claim 1 for “second party control unit.”

See claim 8 for “second party control panel.”

See claim 18 for “video display.”

See claim 9 for “playing.”

Claim 48

Claim 48 of the '440 patent reads as follows:

A system as described in claim 47 wherein the second party control unit includes a
second memory which is connected to the receiver and the video display, said second
memory storing the digital video signals that are received by he receiver to provide the
video display with the digital video signals.

Claim 48 of the '440 patent is invalid for double patenting in light of claim 5 of the '573
patent.

See claim 1 for “second party control unit.”

See claim 18 for “video display.”

Claim 49
Claim 49 of the '440 patent reads as follows:

A system as described in claim 48 wherein the first party control unit includes a first
party hard disk having a plurality of digital video signals which include the desired
digital video signals, and a sales random access memory chip electronically connected
to the first party hard disk for storing a replica of the desired digital video signals of the
first party's hard disk.

Claim 49 of the '440 patent is invalid for double patenting in light of claim 5 of the '573

patent. The analysis of claim 49 is the same as in claim 13.

Claim S0
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Claim 50 of the '440 patent reads as follows:

A system as described in claim 49 wherein the second party control unit includes a
second party hard disk which stores a plurality of digital video signals, and a playback
random access memory chip electronically connected to the second party hard disk for
storing a replica of the desired digital video signals as a temporary staging area for
playback.

Claim 50 of the '440 patent is invalid for double patenting in light of claim 5 of the '573

patent. The analysis of claim 50 is the same as in claim 14.

Claim 51
Claim 51 of the '440 patent reads as follows:

A system as described in claim 50 wherein the first party control unit includes a first
party control integrated circuit which controls and executes commands of the first
party and is connected to the first party hard disk, the first party sales random access
memory, and the second party control integrated circuit through the
telecommunications lines, said first party control integrated circuit and said second party
control integrated circuit regulate the transfer of the desired digital video signals; and a
first party control panel through which the first party control integrated circuit is
programmed and is sent commands and which is connected to the first party control
integrated circuit.

Claim 51 of the '440 patent is invalid for double patenting in light of claim 5 of the '573

patent. The analysis of claim 50 is the same as in claim 15.

Claim 52
Claim 52 of the '440 patent reads as follows:

A system as described in claim 51 wherein the second party control unit includes a
second party control integrated circuit which controls and executes commands of the
second party and is connected to the second party hard disk, the playback random access
memory, and the first party control integrated circuit through the telecommunications
lines, said second party control integrated circuit and said first party control integrated
circuit regulate the transfer of the desired digital video signals; and a second party
control panel through which the second party control integrated circuit is programmed
and is sent commands and which is connected to the second party integrated circuit.

Claim 52 of the '440 patent is invalid for double patenting in light of claim 5 of the '573

patent. The analysis of claim 52 is the same as in claim 16.
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Claim 53
Claim 53 of the '440 patent reads as follows:

A system as described in claim 52 wherein the second party control unit includes an
incoming random access memory chip connected to the second party hard drive and the
second party control integrated circuit, and the first party control unit through the
telecommunications lines for temporarily storing the desired digital video signals
received from the first party's control unit for subsequent storage to the second party hard
disk.

Claim 53 of the '440 patent is invalid for double patenting in light of claim 5 of the '573

patent. The analysis of claim 53 is the same as in claim 17.

Claim 54
Claim 54 of the '440 patent reads as follows:

A system as described in claim 53 wherein the second to party control unit includes a
video display umit connected to the playback random access memory chip and to the
second party integrated circuit for displaying the desired digital video signals.

Claim 54 of the '440 patent is invalid for double patenting in light of claim 5 of the '573

patent. The analysis of claim 54 is the same as in claim 18.

Claim 55
Claim 55 of the '440 patent reads as follows:
A system as described in claim 47 wherein the means or mechanism for charging a fee

includes means or a mechanism for charging a fee via telecommunications lines by the
first party to the second party at a location remote from the second party location.

Claim 55 of the '440 patent is invalid for double patenting in light of claim 5 of the '573

patent. The analysis of claim 55 is the same as in claim 19.

Claim 56

Claim 56 of the '440 patent reads as follows:
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A system as described in claim 55 wherein the second party has an account and the
means or mechanism for charging a fee includes means or a mechanism for charging
the account of the second party.

Claim 56 of the '440 patent is invalid for double patenting in light of claim 5 of the '573

patent. The analysis of claim 56 is the same as in claim 20.

Claim 57
Claim 57 of the '440 patent reads as follows:

A system as described in claim 56 wherein the means or mechanism for charging the
account includes means or a mechanism for charging a credit card number of the

second party.
Claim 57 of the '440 patent is invalid for double patenting in light of claim 5 of the '573

patent. The analysis of claim 57 is the same as in claim 21.

Claim 58
Claim 58 of the '440 patent is invalid for double patenting in light of claim 5 of the '573
patent. Claim 58 of the '440 patent reads as follows:

A method for transmitting desired digital video signals stored in a first memory having a
plurality of individual video selections as digital video signals of a first party at a first
party location to a second party at a second party location so the second party can view
the desired digital video signals comprising the steps of: placing by the second party a
receiver, and a video display connected to the receiver at the second party location
determined by the second party which is remote from the first party location; charging a
fee by the first party to the second party at a location remote from the second party
location so the second party can obtain access to the desired digital video signals;
connecting electronically via telecommunications lines the first memory with a receiver
of the second party while the receiver is in possession and control of the second party;
choosing the desired digital video signals by the second party from the first memory of
the first party so desired video selections are selected; transmitting the desired digital
video signals from the first memory with a transmitter in control and possession of the
first party to the receiver of the second party while the receiver is in possession and
control of the second party at the second party location determined by the second party;
and displaying the desired video signals received by the receiver on the video display in
possession and control of the second party.
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The highlighted differences between claim 58 of the '440 patent and claim 5 of the '573
patent do not make it patentably distinct. The entire purpose of the innovation disclosed in the
‘573 patent is multiple video selections. It is obvious that the seller would sell a “plurality of
individual video selections.” Moreover, the "plurality of video selections” was obvious in view
of Gallagher at 1:5 (recorded data), 1:6-8 (digital data), Figs. 2 & 3); Freeny at 1:10-14
(information embodied in material objects), 6:32-37 (data in digital format), Figs. 1, 3); Schwartz
at 10:20-25 (playback facility, playback functions). The "sales random access memory chip" was
also obvious in view of Gallagher at 1:81-84 (database includes a buffer store); Freeny at Fig.2,
22:12-13 (“the control manufacturing unit 72 may be an Apple III computer”); Schwartz at 7:39-
41 (“RAM Buffer Module”).

Next, the limitation of displaying the digital signals was obvious in view of Gallagher at
Abstract, p.1 (“user unit includes playback apparatus.”), 1:19-22 (unit with means of
recalling/processing data), 1:32-35 (storage media)); Freeny at Figs.1, 3, 22:29-30 (unit may be
an Apple III computer); Akashi at 2 (computer monitor), 4 (data recorded using
recording/reproducing device); Schwartz at 6:23-29 (storage medium can be magnetic disk),
6:40-46 (“Player module”), 7:39-41 (playing module). The limitation of having a "video
display" was obvious in view of Gallagher at 1:87-92 (apparatus for visual reproduction), Fig. 3;
Freeny at 13:14-17 (input line), 22:9-13 (Apple IT monitor), Figs. 1,2); Akashi at 2 (computer
monitor, TV monitors), 4 (using monitor screen), Fig. 1); Schwartz at 7:5-10 (integrated circuit),
- 10:20-25 (playback facility), Figs.5 &v 6. In Hair's description of the invention, he admits that
video display units were well-known where he states that "the following components are already

commercially available: ...the Video Display Unit 70." '573 Patent, 4:16-20.

Claim 59

Claim 59 of the '440 patent reads as follows:

A method as described in claim 58 wherein the step of charging a fee includes the step of
charging a fee via telecommunications lines by the first party to the second party so the
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second party can obtain access to the desired digital video signals stored on the first
memory.

Claim 59 of the '440 patent is invalid for double patenting in light of claim 5 of the '573

patent. The analysis for claim 59 is the same as claim 2.

Claim 60
Claim 6 of the '440 patent reads as follows:

A method as described in claim 59 wherein the second party has an accéunt and the step
of charging a fee includes the step of charging the account of the second party.

Claim 60 of the '440 patent is invalid for double patenting in light of claim 5 of the '573

patent. The analysis for claim 60 is the same as claim 3.

Claim 61
Claim 61 of the '440 patent reads as follows:

A method as described in claim 60 wherein the step of charging the account of the second
party 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.

Claim 61 of the '440 patent is invalid for double patenting in light of claim 5 of the '573

patent. The analysis for claim 61 is the same as claim 4.

- Claim 62
Claim 62 of the '440 patent reads as follows:

A system for transferring digital audio signals from a first party to a second party at a
second party location comprising: a first party control unit having a first memory
having a plurality of desired individual songs as desired digital audio signals, and
means or a mechanism for the first party to charge a fee to the second party for access
to the desired digital audio signals at a location remote from the second party location; a
second party control unit having a second party control panel, a receiver and
speakers for playing the desired digital audio signals received by the receiver, said
second party control panel connected to the speakers and the receiver, said receiver and
speakers operatively controlled by the second party control panel, said second party
control unit remote from the first party control unit, said second party control unit placed
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by the second party at a second party location determined by the second party which is
remote from said first party control unit, said second party choosing the desired digital
audio signals from the first memory with said second party control panel; and
telecommunications lines connected to the first party control unit and the second party
control unit through which the desired digital audio signals are electronically transferred
from the first memory to the receiver while the second party control unit is in possession
and control of the second party after the desired digital audio signals are sold to the

second party by the first party.

patent.

Claim 62 of the '440 patent is invalid for double patenting in light of claim 2 of the '573

See claim 12 for “first party control unit.”

See claim 19 for “means or a mechanism for the first party to charge a fee.”
See claim 1 for “second party control unit.”

See claim 8 for “second party control panel.”

See claim 1 for “speakers.”

See claim 9 for “playing.”

The only other differences between claim 62 of the '440 patent and claim 2 of the '573

patent do not make it patentably distinct. First, the limitation of having "plurality of desired

individual songs" was obvious in view of Gallagher at 1:5 (recorded data), 1:6-8 (digital data),

1:87-92 (apparatus for audio reproduction), Figs. 2 & 3); Freeny at 1:10-14 (information

embodied in material objects), 6:32-37 (data in digital format), Figs. 1, 3); Akashi at 2 (recorded

music data transmitted to devise installed in personal computer); Schwartz at 10:20-25

(playback facility, playback functions). The "means or a mechanism for the first party to charge a

fee" was also obvious in view of Hellman at 5:57- 6:2 (billing user); Gallagher at 1:49-50 (“sale

to the general public via their user units.”); Akashi at 1 (“Automatic Music Purchase System”);

Freeny at Fig. 1, Col. 21:56-60 (communication/transmission over telephone lines)), 13:25-36 ‘

(communicate credit card number to charge sale).
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Claim 63

Claim 63 of the '440 patent reads as follows:

A method for transmitting desired digital audio signals stored in a first memory having a
plurality of individual songs as digital audio signals of a first party at a first party
location to a second party at a second party location so the second party can listen to the
desired digital audio signals comprising the steps of: placing by the second party a
receiver, and speakers connected to the receiver at the second party location determined
by the second party which is remote from the first party location; charging a fee by the
first party to the second party at a location remote from the second party location so the
second party can obtain access to the desired digital audio signals; connecting
electronically via telecommunications lines the first memory with a receiver of the second
party while the receiver is in possession and control of the second party; choosing the
desired digital audio signals by the second party from the first memory of the first party
so desired songs are selected; transmitting the desired digital audio signals from the first
memory with a transmitter in control and possession of the first party to the receiver of
the second party while the receiver is in possession and control of the second party at the
second party location determined by the second party; and playing the desired audio
signals received by the receiver on the speakers in possession and control of the second

party.
Claim 63 of the '440 patent is invalid for double patenting in light of claim 2 of the '573

patent.

See claim 1 for “speakers.”

See claim 9 for “playing.”

The only differences between claim 63 of the '440 patent and claims 2 and 5 of the '573
patent do not make it patentably distinct. First, the limitation of having "plurality of individual
songs" so the second party can "listen" was obvious in view of Gallagher at 1:5 (recorded data),
1:6-8 (digital data), 1:87-92 (apparatus for audio reproduction), Figs. 2 & 3); Freeny at 1:10-14
(information embodied in material objects), 6:32-37 (data in digital format), Figs. 1, 3); Akashi at
2 (recorded music data transmitted to devise installed in personal computer); Schwartz at 10:20-

25 (playback facility, playback functions). .
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C. Double Patenting Invalidity of the ‘440 Patent via the ‘734 Patent Alone, or
via Combinations of the ‘573 and ‘734 Patents.

In addition to being invalid for obviousness type double patenting in view of the

‘573 patent, the ‘440 patent can also be invalidated via the ‘734 patent alone, or via combinations

of the ‘573 and ‘734 patents. In the interest of efficient presentation to the Examiner, the

Requestor does not repeat the claim by claim analysis and arguments for these combinations but

rather provides the Examiner with a representative summary of the potential claim combinations,

as follows:

Claims of the Claims of the Combination of the

‘440 Patent ‘734 Patent ‘573 and ‘734 Patents
Claim 1 1,3 and 4 573 1 and 4 plus ‘734 1,3 and 4
Claim 2 1,3 and 4 573 1 and 4 plus ‘734 1,3 and 4
Claim 3 1,3 and 4 573 1 and 4 plus ‘734 1,3 and 4
Claim 4 1,3 and 4 573 1 and 4 plus ‘734 1, 3 and 4
Claim 5 1,3and 4 ‘573 1 and 4 plus ‘734 1, 3 and 4
Claim 6 1,3and 4 ‘573 1 and 4 plus ‘734 1, 3 and 4
Claim 7 1,3 and 4 573 1 and 4 plus ‘734 1,3 and 4
Claim 8 1,3 and 4 573 1 and 4 plus ‘734 1,3 and 4
Claim 9 1,3 and 4 ‘573 1 and 4 plus ‘734 1, 3 and 4
Claim 10 1,3 and 4 ‘573 1 and 4 plus ‘734 1, 3 and 4
Claim 11 1,3,4and 6 ‘573 1 and 4 plus ‘7341, 3,4 and 6
Claim 12 28 through 34 573 1 and 4 plus ‘734 28 through 34
Claim 13 28 through 34 573 1 and 4 plus ‘734 28 through 34
Claim 14 28 through 34 ‘573 1 and 4 plus 734 28 through 34
Claim 15 28 through 34 573 1 and 4 plus *734 28 through 34
Claim 16 28 through 34 ‘573 1 and 4 plus ‘734 28 through 34

- Claim 17 28 through 34 573 1 and 4 plus ‘734 28 through 34
Claim 18 28 through 34 ‘573 1 and 4 plus ‘734 28 through 34
Claim 19 28 through 34 ‘573 1 and 4 plus ‘734 28 through 34
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Claim 20 28 through 34 ‘573 1 and 4 plus ‘734 28 through 34
Claim 21 28 through 34 ‘573 1 and 4 plus ‘734 28 through 34
Claim 22 1 through 3 573 1 and 4 plus ‘734 1 through 3
Claim 23 11 ‘573 1 and 4 plus ‘734 11
Claim 24 4 through 11 ‘573 1 and 4 plus ‘734 4 through 11
Claim 25 4 through 11 ‘573 1 and 4 plus ‘734 4 through 11
Claim 26 4 through 11 573 1 and 4 plus ‘734 4 through 11
Claim 27 4 through 11 ‘573 1 and 4 plus ‘734 4 through 11
Claim 28 4 through 11 ‘5731 and 4 plus ‘734 4 through 11
Claim 29 11 ‘573 1 and 4 plus ‘734 11
Claim 30 11 ‘573 1 and 4 plus ‘734 11
Claim 31 4 through 11 573 1 and 4 plus ‘734 4 through 11
Claim 32 4 through 11 573 1 and 4 plus ‘734 4 through 11
Claim 33 4 through 11 573 1 and 4 plus ‘734 4 through 11
Claim 34 4 through 11 ‘573 1 and 4 plus ‘734 4 through 11
Claim 35 4 through 11 ‘573 1 and 4 plus ‘734 4 through 11
-Claim 36 1 through 4 573 1 and 4 plus ‘734 1 through 4
Claim 37 1 through 4 ‘573 1 and 4 plus ‘734 1 through 4
Claim 38 1 through 4 573 1 and 4 plus ‘734 1 through 4
Claim 39 1 through 4 ‘573 1 and 4 plus ‘734 1 through 4
Claim 40 1 through 4 ‘573 1 and 4 plus ‘734 1 through 4
Claim 41 1 through 4 ‘573 1 and 4 plus ‘734 1 through 4
Claim 42 1 through 4 ‘573 1 and 4 plus ‘734 1 through 4
Claim 43 1 through 4 573 1 and 4 plus ‘734 1 through 4
Claim 44 1 through 4 573 1 and 4 plus ‘734 1 through 4
Claim 45 1 through 4 573 1 and 4 plus ‘734 1 through 4
Claim 46 1 through 4 ‘573 1 and 4 plus ‘734 1 through 4
Claim 47 4 through 11 “573 1 and 4 plus “734 4 through 11
Claim 48 4 through 11 ‘573 1 and 4 plus ‘734 4 through 11
Claim 49 4 through 11 ‘573 1 and 4 plus ‘734 4 through 11
Claim 50 4 through 11 ‘573 1 and 4 plus ‘734 4 through 11
Claim 51 4 through 11 ‘573 1 and 4 plus ‘734 4 through 11
Claim 52 4 through 11 573 1 and 4 plus ‘734 4 through 11
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Claim 53 ~ 4through 11 573 1 and 4 plus 734 4 through 11
Claim 54 4 through 11 ‘573 1 and 4 plus ‘734 4 through 11
Claim 55 4 through 11 573 1 and 4 plus ‘734 4 through 11
Claim 56 4 through 11 573 1 and 4 plus ‘734 4 through 11
Claim 57 | 4through 11 “573 1 and 4 plus ‘734 4 through 11
Claim 58 19 : ‘573 1 and 4 plus ‘734 19
Claim 59 16 and 19 ‘573 1 and 4 plus ‘734 16 and 19
Claim 60 16 and 19 ‘573 1 and 4 plus ‘734 16 and 19

* Claim 61 ‘ 16 and 19 ‘573 1 and 4 plus ‘734 16 and 19
Claim 62 26 ‘573 1 and 4 plus ‘734 26
Claim 63 26 ‘573 1 and 4 plus ‘734 26

CONCLUSION

The prior art documents referred to above were not of record (except Freeny) in
the file of the Hair ‘440 patent. Since the claims in the Hair patent are not patentable over these
prior art documents, a substantial new question of patentability is raised. Further, these prior art
documents are closer to the subject matter of Hair than any prior art which was cited during the
prosecution of the Hair patent. These prior art documents provide disclosures and teachings not
considered during the prosecution of the Hair patent. Additionally, under double patenting. none
of the limitations of the claims of the ‘440 patent are patentably distinct over the claims of the
‘573 patent, and all of them would have been obvious to the person of ordinary skill in the art, in
1988.

In view of the above, it is respectfully requested that reexamination be granted
based upon the substantial new questions of patentability presented. It is further respectfully
requested that each of claims 1 through 63 be rejected over the prior art for the reasons specified

above.
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Dated: January 31, 2005 Respectfully submitted,
MARTINE P A & GENCARELLA, LLP

AIb&LS. Penilla (for third-party requester)
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Sunnyvale, CA 94085

(408) 749-6900
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APPENDIX A
. The Freeny Prior Art Reference - U.S. Patent No. 4,528,643 (“Freeny”)

Freeny, U.S. Patent No. 4,528,643, anticipates the Hair Patents based on an
inter\.fening decision by the Federal Circuit reversing the claim constructien of Freeny that Hair
and the Examiner relied upon to allow the ‘440 patent to issue. As explained in detail below,
notwithstanding Hair’s attempts to distinguish Freeny, the Examiner repeated]y _rej ected the ‘440
patent as obvious in light of Freeny. Subsequent thereto, and during the course of li.tigation
involving Freehy, a New York District Court construed Freeny in a manner that supported- Hair’s
inte@retation. Hair appealed the ﬁnal> rejection, relying on the District Court’s ruling that was in
support e‘f Hair’s interpretation of Freeny, and ultimately convinced the Examiner to withdraw
his rejections based on Freeny. However, after issuance of the ‘440 patent, the Court of Appeals
for the Fedefal Cifcuit reversed the very rﬁling by the District Court upon wﬁich Hair—'and'the‘
Examiner—had relied to procure allowance of the ‘440 patent. Accordingly, with the éomds
upon which Hgir ergued to overcome the Examiner’s ﬁnal rej ection eviscerated by the Federal
Circuit, Freeny stands to invalidate the ‘573 patent, especially eince it was never raised during its
prosecﬁtion.

U.S. Patent No. 5,966,‘440 to Hair, was filed June 6,, 1995, as applicatioﬁ ﬂo.
08/471,964 (“the ‘964 application”) and issuedA Octeber 12, 1999. During the prosecution of the
‘964 application in .December 1995, Freeny was cited by the Examiner in a notice of references
cited. In an office action dated January 4, 1996, the Examiner fejected all originally filed claims
1 through 31 as antAi‘cipated by Lightner and obvious over Ogaki in view of Lightner. Then, ina
May 7, 1996 Examiner Interview Summary Record, the Examiner stated that “[a]pplicant

explains the different concept between [] used invention and the teachings of prior art of record
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(Lightner, Ogaki 'et al and Freeny,' Jr.). Applicant will amend the independent claims to include
different concept disctlssed.” See ‘440 File Wrapcer, paper 4. In a July 3, 1996 amendment
rest)onsive to the January 4, 1996 office action and the examiher interview, Hair amended his
claims and stated that the “key distinction and limitation” of the claimed invention and Freeny is
that “the purchaser plays the information in the same e machine which receives the information.”
Id. at 58 (emphasis added) That is, “the second party control unit or apparatus or device or

' receiver which receives the signals has the capability of also playing the signals.” Id. at 57-58

| (empbhasis in original). 'Applicant ﬁthher argued that the “claimed invention combines the
transfer ﬁincticn with the playing function so a user does not have to go off somewhere else and
play the information.” fd. at 59. |
Thereafter, in an October 9, '1 996‘ofﬁce action, in respcnse to the amendrnent, the
Examiner once again rejected all of the clarms under 35 U.S.C. § 103 as being unpatentable over
Freeny. The Examiner stated that ‘.‘Freeny et al does not specifically teach the step of or a
mechanism for ‘playing through speakers of the second party control unit the digital video or
digital audio signals in the seccnd merhory.’” Id. at paper 7,.p. 3. “The step cf playing the video
or audio digital signals at the second party unit would have been an obvious matter of
optimization of design for optimizing verification of transferring the signal which is (sic) not
seen to add patentable weight to the claimed method.” Id. “It would have beerr obvious because
even though Freeny does not specifically teach the use of play-baclr feature, »one of ordinary skill
1n the art would obviously be able to recogmze that a system can record information such as that
of Freeny can also play said 1nformat10n which system has been well known in the recording
art.” Id.

Applicant _(Hair), in an April 9, 1997 response, argued that Freeny does not teach
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to play the audio or video signal, that there is no suggestion to play the copied signals, and that
only with the hindsight of applicant’s claimed invention and slieciﬁcation would one skilled in
the art find applicant’s claimed invention obvious over Freeny. See id. at 2-10.

Finally, the Examiner, in a July 10, 1997 final office action.,' re_peated.'the
obviousness rejection based on Fieeny, statin'gA:'v “Appliczint mainly argues t}iat Freeny does not
teach reproducing/playing-back after transférring of the signals and thus-the claimed iiiveiition
should be considered distinguishable over Freeny. The argument is not found to be persuasive_
because it woulci have béen obvious tci one of ordinziry vskill in the art, in liglit of the 'éaching of
- Freeny, that play-back/reproducing aﬁier transferring the signals, based on personal éommon
sense, wciuld have been olivious within a level of ordinary skill in the art to verify fhe quality of
the transferred signals since verification of integrity of sigﬁails/data/information, et¢. has been
well knciwn in thé art.” See id. at Paper 1 0, PP 2-3.

Hair, in a January 9, 1998 response, put forth a declaratiori aﬁempting to show
secondary consideration evidence of nonobviousness in an attempt to distinguish the teachings of:
Freeny to overcome the Examinei’s § 103 rej ection Based on Freeny. See id.. at Paper 13, p.5.v
Applicant reiterated his argument that Freeny teachiésb away from the claimed ini/ention because
Freeny does not provide for playback of the desired digital audio cir video signals from ihe
second memory. Hair further argued that (1) “the Examiner is using non-analogous art in
reéching for a basis of rejection of the claimed invention” id. at p. 5; and (2) “the Examiner is
using hindsight‘ from applicant’s own specification and claims fo take the teachings of Freeny
and then the argument that it would be obvious to add a playing mechanism to ihé teachings of
Freeny to arrive at applicant’s claimed invention.” Id. at p. 17. In response, the Exariliner issued _'

an advisory action, maintaining rejection of all claims and further stating that “link(s) is required
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to be established between the men'te of the claimed invention and the evidence of secondary
considerations (i.e., exhibits A, B, C).” Id., paper 15.
While th]S was occurnng in the Patent office, the owner of the Freeny patent
| brought suit for patent 1nfnngement against Compuserve, which resulted in a May 15, 1998
~ decision by a federal district court that construed various terms of the Freeny patent. See
Intefactive Gt]’i Express, Iﬁc. v. Compuserve Inc., 1998 WL 247485, 47 U.S.P.Q.Zd 1797
" (SDN.Y. 1998) (attached as Exhibit 1). | |
Back at the Patent Office, Hair appealed ﬁem the Examiner’s final rejection in
view of the Freeny patent by filing an appeal ‘brief on June 9, 1998, in which he quoted from the
| .District Court decision eonstruing the claims of Freeny. See ‘440 File Wra_pper, Paper 17, pp.
39-41_. In relying on the District Court decision, Hair stated: “Besides not teaching or |
| Vsuggestlng a playing capablhty, Freeny does not teach transferring digital video or digital audio
‘signals to a second memory usmg telecommumcatlons lines from a first memory, where the
second memory is in the possession and control of the second party, as well as additional
limitations which are not taught by Freeny.” Id. at 41. Hair‘furth.er stated to the Examiner,
“Appellant’s view is not simply argument but law determined on May 13, 1998, by the United

States District Court for the Southern District of New York in Interactive Gift Express . . ..” Id.

Relying on the District Court’s decision, Hair argued that his invention is'
distinguishable from Freeny on three grounds. Seeid.at41. F irsi, “Freeny teaches a point of -
sale location where a consumer goes to purchase material objects embodying predetermihed or
preselected information.” Id. “In appellant’s claim 1 , the second party already has the second
memory so the second party does not have the step of going anywhere te get the second meme'ry

nor does the second party have the step of purchasing the material object to get the information.”
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Id.

Second, “Freeny teaches a required step of transferring the information from the
ICM to the IMM before the information can be transferred to the consumer and before the
consumer even aﬁpears at the IMM t6 order the information.” Id. at 41-42. “Appellant’s
invention does not need this step.” Id. at 42.

Third, Hair argued that according to the District Court in Interactive szt Express,
Freeny does not teach real-time download of information, whereas appellant’s invention suppons
real-time downloading o‘finformationT Id |

Aﬁef the appeal, the Examiner deferred to the District Court’s decision, and
Hair’s arguments based thereon, and issued a notice of allowability on September 1.5,' 1998.

Subsequent to the issuance of the ‘440 Pateht, the Court of Appeals for the
Federal Circuit onl July 13,’ 2001 in‘ Interac?ice Gift Express, Inc. v. Compuserve Inc., 256 F.3d
1323 (Fed. Cir. 2001) (attached as Exhibit 2), decided an appeal in the Interactive Gift Express
case, reversihg the District Court judge and directly contradicting what Hair présented to the
Examiner as law. The Federal Circuit found error in fhe District Court’s conétruction of all the
claim terms of the Freeny patent that the District Court construed and Hair relied onto prbcure
issuance of the ‘440 patent. Id. at 1333. In particular, the Federal Circuit held that “a hbme can
bea point of sale location” and that the “functions of the IMM are all of a type thét can be
performed within a computer, and it is well within the reasonable expectation of a person skilled .
in the art. . . .” Id. at 1335 & 1339. This ruling effectively rembved Hair’s first argument. In
particular, a person operating their home computer as an IMM can request digital audio and
video signals for transfer from a first party computer to the home computer acting as an IMM.

Thus, according to the Federal Circuit, Freeny teaches that a consumer would already have the
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second memory ar rheir home and would not have to perform the eteps of going somewhere to
access the second memory and‘purchasing a material object to get the information downloaded to
thesecond memory of their ‘complrter.
The Federal Circuit also reversed the District Court’s ruling that Freeny does not

“cover real-time transactions where the requested item of information is transmitted to the IMM
at the time i.t is requested by the consumer.” Id. at 1342. The Federal Circuit held that “in the
specification [of the Freeny patent], two embodiments are disclosed which operate in real-time
and send ‘irlformation aﬁer a request is made.” Id. at 1343. “In both of these embodiments, the

| ‘providing’ of ‘inform'ation is performed after ‘receiving the request reproduction code.” Id.
Further, “[a] lthough the specification [of the Freeny patent] describes these two non- preferred
embodiments as impractical and uneconomical, respectively, it does not charactenze them as
inoperative nor is there anythjng in the specification which would nullify the effect of the
disclosure in supporting a claim construction that is not limited to the predelivery of information.
Id. Thus, the Federal Circuit’s ruling directly vitiated Hair’s remaining two arguments, that
Freeny does not disclose real-time transactions and that Freeny requires that information is
transferred to the seconri mernory before the consumer even appears at the IMM to order the
information.

Thus, the Federal Circuit’s ruling alone eliminated each and every basis under

which Hair distinguished the ‘440 patent clairns over Freeny. Consequently, Hair arrticipétes, or
at the very least renders the claims of the ‘440 patent obvious.

More recently, a Pennsylvania Disrrict Court construed various claims of the Hair
patent' and issued an order on a summary judgment motion relating to the Freeny reference. The

Pennsylvania District Court stated that “the Freeny Patent teaches away from the Hair invention,
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primarily because the device to which the information is downloaded is not the device on which
the consumer plays back the recording, an element which is cri'-tical to the Asserted Claims . . ..”
SightSound.com Incorporated v. N2K, Inc., CDnow, Inc., and CDnow Online, Inc;, Civil Action
No. 98-0118, at 52-53 (W.D. Penn. 1998) (attached as Exlﬁbit 3). The Coﬁrt further stated thgt
“material object ‘does not encompass the hard disk component of a home persoﬁal computer’
and the mateﬁal object must be offered for sale, and be purchasable, at the point of salé |
location.” Id. at 53. J

The Pennsylvahia District Court’s interéretation does not ch_ahge the fact that
~ Freeny anticipates éach and every limiiation of the Hair patent.' Spéciﬁcélly,‘ in reconciling the
Pennsylvania District Court’s ruling and the Federal Circuit’s ruling it is clear that Freeny
discloses that a consumer’s home computer can be a p'ointbof sale location (IMM) where a
consumer purchasés digit‘al'infofmation (digital audio or video sigilals) in real-time. That is, a
consurricr desiring to purchase digital audio/video signals with Freeny’s disclosed invention, c‘an
purchase information from a first party for transferring to the memory of the consumer’s home
-compute‘r after requesting the information, at which time the information woﬁld be resident in the
consumer’s home computer. Accordingly, at that mofnent, Freeny fully anticipates the Hair
patent. Freeny merely discloses the additional step of reproducing the information storéd in the

consumer’s home computer onto a “material object” such as a floppy disk or CD that is separate

and distinct from the computer’s hard disk, as the Pennsylvania District Court points out.

1 “While the Patent Office may accord deference to factual findings made by a district court, the determination of
whether a substantial new question of patentability exists will be made independently of the court’s decision on
validity and is not controlling on the Office.” MPEP § 2286 (“Because of the different standards of proof and
claim interpretation employed by the District Courts and the Office, . ... [wlhen the initial question as to whether
the prior art raises a substantial new question. of patentability as to a patent claim is'under consideration, the
existence of a final court decision of claim validity in view of the same or different prior art does not necessarily
mean that no new question is present.”) (emphasis added) (Citing In re Zletz, 893 F.2d 319, 321 (Fed. Cir. 1989);
In re Etter, 756 F.2d 852 (Fed. Cir. 1985)). , '
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Thus, under the Federal Circuit’s interpretation of the Freeny patent, Freeny
anticipates the claims of the ‘440 patent, or at the very least renders the claims obvious,
nof\withstandiﬁg the Peﬁnsylvania District Court’s ruling. Accordingly, Freeny raises substantial
niew questions of patentability with respect to the ‘440 patent. For this reason and because the
Freeny patent was not raised during the prosecution of the ‘573 patent, Freeny raises substantial
new questions'of patentability with respect to the ‘573 patent as well. Any argument that the
patentee in this Reexémination may make to overcome Freeny, in light of the above history, |

would run afoul of the Federal Circuit’s Decision in Interactive Gift Express and should be given

no weight.
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SYSTEM AND METHOD FOR
TRANSMITTING DESIRED DIGITAL VIDEO
OR DIGITAL AUDIO SIGNALS

CROSS REFERENCE TO OTHER PATENTS

This is a continuation of copending application(s) Ser. No.
08/023,398 filed on Feb. 26, 1993. This is a continuation
application of U.S. patent application Ser. No. 07/586,391
filed Sep. 18, 1990, now U.S. Pat. No. 5,191,573, issued
Mar. 2, 1993, which is a continuation application of U.S.

patent application Ser. No. 07/206,497, filed Jun. 13, 1988,

abandoned.
FIELD OF THE INVENTION

The present invention is related to a system and associated
method for the electronic sales and distribution of digital
audio or video signals, and more particularly, to a system
and method which a user may purchase and receive digital
audio or video signal from any location whlch the user has
access to telecommunications lines.

BACKGROUND OF. THE INVENTION

The three basic mediums (hardware units) of music:
records, tapes, and compact discs, greatly restricts the trans-
ferability of music and results in a variety of inefficiencies.

CAPACITY: The individual hardware units as cited above
are limited as to the amount of music that can be stored on
each.

MATERIALS: The materials used to manufacture the
hardware units are subject to damage and deterioration
during normal operations, handling, and exposure to the
clements.

SIZE: The physical size of the hardware units imposes
constraints on the quantity of hardware units which can be
housed for playback in confined areas such as in
automobiles, boats, planes, etc.

RETRIEVAL: Hardware units limit the ability to play, in
a sequence selected by the user, songs from different albums.
For example, if the user wants to play one song from ten
different albums, the user would spcnd an inordinate amount

15

2

Digital Audio Music on compact discs is a technological
breakl.hrough in audio quality, the method by which the
music is sold, distributed, stored, manipulated, retrieved,
played and protected from copyright infringements remains
as inefficient as with records and tapes.

COPYRIGHT PROTECTION: Since the invention of
tape recording devices, strict control and enforcement of
copyright laws have proved difficult and impossible with
home recorders. Additionally, the recent invention of Digital
Audio Tape Recorders now jeopardizes the electronic copy-
right protection of quality Digital Audio Music on Compact
Discs or Digital Audio Tapes. If music exists on hardware
units, it can be copied.

Thus, as is apparent from the above discussion, the
inflexible form in which the songs are purchased by an end
user, and the distribution channels of the songs, requires the
end user to go to a location to purchase the songs, and not
necessarily be able to purchase only the songs desired to be
heard, in a sequence the end user would like to hear. them.

20-This is not limited to just songs, | bul also includes, for.
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-of time handling, sorting, and cueing the ten different

hardware units.

SALES AND DISTRIBUTION: Prior to ﬁna] purchase,
hardware units need to be physically transferred from the
manufacturing facility to the wholesale warehouse to the
retail warehouse to the retail outlet, resulting in lengthy lag
time between music creation and music marketing, as well
as incurring unnecessary and inefficient transfer and han-
dling costs. Additionally, tooling costs required for mass
production of the hardware units and the material cost of the
bardware units themselves, further drives up the cost of
music to the end user.

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. Digital Audio Music is simply music converted
into a very basic computer language known as binary. A
series of commands known as zeros or ones encode the
music for future playback. Use of laser retrieval of the
binary commands results in distortion free transfer of the
music from the compact disc to the slereo system. Quality
Digital Audio Music is defined as the binary structure of the
Digital Audio Music. Conventional analog tape recording of
Digital Audio Music is not to be considered quality inas-
much as the binary structure itself is not recorded. While
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example, videos.

Accordingly, it is an objective of this invention is to
provide a new and improved methodology/system to elec-
tronically sell and distribute Digital Audio Music or digital-
video.

A further objective of this invention to provide a new and
improved methodology/system to electronically store and
retrieve Digital Audio Music or digital video.

Another objective of this invention is to provide a new
and improved methodology/system to electronically
manipulate, i.¢., sort, cue, and select, Digital Audio Music or
digital video for playback.

Still another objective of this invention is to offer a new
and improved methodology/system which can prevent unau-
thorized electronic copying of quality Digital Audio Music
or digital video. ’

SUMMARY OF THE INVENTION

Briefly, this invention accomplishes the above cited
objectives by providing a new and improved methodology/
system of electronic sales, distribution, .storage,
manipulation, retrieval, playback, and copyright protection
of Digital Audio Music. The high speed transfer of Digital
Audio Music as prescribed by this invention is stored onto
one-piece of hardware, a hard disk, thus eliminating the need
to unnecessarily handle records, tapes, or compact discs on
a regular basis. This invention recalls stored music for
playback as selected/programmed by the user. This inven-
tion can easily and electronically sort stored music based on
many different criteria such as, but not limited to, music
category, artist, album, user’s favorite songs, etc. An addi-
tional feature of this invention is the random playback of
songs, also based on the user’s selection. For example, the
user could have this invention randomly play all jazz songs
stored on the user’s hard disk, or randomly play all songs by
a certain artist, or randomly play all of the user’s favorite
songs which the user previously electronically “tagged” as
favorites. Further, being more specific, the user can elec-
tronically select a series of individual songs from different
albums for sequential playback.

This invention can be configured to either accepl direct
input of Digital Audio Music from the digital output of a
Compact Disc, such transfer would be performed by the
private user, or this invention can be configured to accept

‘ngnal Audio Music from a source authorized by the copy-

right holder to sell and distribute the copynghleﬁ matexe)a&I 43
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thus guaranteeing the protection of such copyrighted mate-
rials. Either method of electronically transferring Digital
Audio Music by means of this invention is intended to
comply with all copyright laws and restrictions and any such
transfer is subject to the appropriate authorization by the
copyright holder. Inasmuch as Digital Audio Music is soft-
ware, and this invention electronically transfers and stores
such music, electronic sales and distribution of the music
can take place via telephone lines onto a hard disk. This new
* methodology/system of music sales and distribution will
greatly reduce the cost of goods sold and will reduce the lag
time between music creation and music marketing from
weeks down to hours.

The present invention is a system for transmitting desired
digital video or audio signals stored on a first memory of a
first party to preferably a second memory of a second party.
The system comprises means or mechanism for electroni-
cally sclling the desired digital video or digital audio signals
preferably via telecommunications lines to the first party

“from the second-party. Moreover, the system preferably
comprises means or mechanism for connecting electroni-
. cally via telecommunications lines the first memory prefer-
- ably with the second memory such that the desired digital
video or digital audio signals can pass therebetween.
Additionally, the system comprises means or mechanism for
transmitting the desired digital video or audio signals from
the first memory with a transmitter in control and in pos-
session of the first party to a receiver preferably having the
second memory. While the receiver is in possession and in
control of the second party. The receiver is placed at a
second party location determined by the second party.
Preferably, there is also means or mechanism for storing the
digital video or digital audio signal in the second memory.

Further objectives and advantages of this invention will .

become apparent as the following description proceeds and
the particular features of novelty which characterize this
invention will be pointed out in the claims annexed to and
forming a part of this declaration.

BRIEF DESCRIPTION OF THE DRAWINGS

For a better understanding of this invention, reference
_should be made to the following detailed description, taken
in conjunction with the accompanying drawings, in which:

FIG. 1 is a pictorial flow chart which may be used in
carrying out the teachings of this invention for the purposes
of electronic sales, distribution, storage, manipulation,
retrieval, playback, and copyright protection of Digital
Audio Music; and '

FIG. 2 is a pictorial flow chart which may be used in
carrying out the teachings of this invention for the purposes
of electronic storage, manipulation, retrieval, and playback
of Digital Audio Music.

DESCRIPTION OF THE PREFERRED
: EMBODIMENT

Referring now to the drawings wherein like reference
numerals refer to similar or identical parts throughout the
several views, and more specifically to figure thereof, there
is shown.

Referring now to the FIG. 1, this invention preferably is
comprised of the following:

10 Hard Disk of the copyright holder

20 Control Unit of the copyright holder

20z Control Panel
20b Control Integrated Circuit
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20c¢ Sales Random Access Memory Chip

30 Telephone Lines/Input Transfer

50 Control Unit of the user
50a Control Panel
50b Control Integrated Circuit
50c Incoming Random Access Memory Chip
50d Play Back Random Access Memory Chip

60 Hard Disk of the user

70 Video Display Unit

80 Stereo Speakers

The Hard Disk 10 of the first party or agent authorized to
electronically sell and distribute the- copyrighted Digital
Audio Music is the originaling source of music in the
configuration as outlined in FIG. 1. The Control Unit 20 of
the authorized agent is the means by which the electronic
transfer of the Digital Audio Music from the agent’s Hard
Disk 10 via the Telephone Lines 30 to the user’s or second
party’s Control Unit 50 is possible. The user’s Control Unit
is comprised of a Control Panel 50a, a Control Integrated
Circuit 50b, an Incoming Random Access Memory Chip
50c, and a Play Back Random Access Memory Chip 50d.
Similarly, the authorized agent’s Control Unit 20 has a
control panel and control integrated circuit similar to that of
the user’s Control Unit 50. The authorized agent’s Control
Unit 20, however, only requires the Sales Random Access
Memory Chip 20c. The other components in FIG. 1 include
a Hard Disk 60, a Video Display Unit 70, and a set of Stereo
Speakers 80. : )

Referring now to FIG. 2, with the exception of a substi- '
tution of a Compact Disc Player 40 (as the initial source of
Digital Audio Music) for the agent’s Hard Disk 10, the
agent’s Control Unit 20, and the Telephone Lines 30 in FIG.
1, FIG. 2 is the same as FIG. 1.

In FIG. 1 and FIG. 2, the following components are
already commercially available: the agent’s Hard Disk 10,
the Telephone Lines 30, the Compact Disc Player 40, the
user’s Hard Disk 60, the Video Display Unit 70, and the
Stereo Speakers 80. The Control Units 20 and 50, however,
would be designed specifically to meet the teachings of this:
invention. The design of the control units would incorporate
the following functional features:

1) the Control Panels 204 and 50a would be designed to
permit the agent and user to program the respective
Control Integrated Circuits 20b and 50b,

2) the Control Integrated Circuits 205 and S0b would be
designed to control and execute the respective com-
mands of the agent and user and regulate the electronic
transfer of Digital Audio Music throughout the system,
additionally, the sales Control Integrated Circuit 20b
could electronically code the Digital Audio Music in a
configuration which would prevent unauthorized repro-
ductions of the copyrighted material,

3) the Sales Random Access Memory Chip 20c would be
designed to temporarily store user purchased Digital
Audio Music for subsequent electronic transfer via
telephone lines to the user’s Control Unit 50,

4) the Incoming Random Access Memory Chip S0c would
be designed to temporarily store Digital Audio Music
for subsequent electronic storage to the user’s Hard
Disk 60,

5) the Play Back Random Access Memory Chip 504
would be designed to temporarily store Digital Audio
Music for sequential playback.

The foregoing description of the Control Units 20 and 50
is intended as an example only and thereby is not restrictive
with respect to the exact number of components and/or its
actual design.
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Once the Digital Audio Music has been electronically
stored onto the user’s Hard Disk 60, having the potential to
store literally thousands of songs, the user is free to perform
the many functions of this invention. To play a stored song,
the user types in the appropriate commands on the Control
Panel 50a, and those commands are relayed to the Control
Integrated Circuit 505 which retrieves the selected song
from the Hard Disk 60. When a song is retrieved from the
Hard Disk 60 only a replica of the permanently stored song
is retrieved. The permanently stored song remains intact on

the Hard Disk 60, thus allowing repeated playback. The -

Control Integrated Circuit 50b stores the replica onto the
Play Back Random Access Memory Chip 504 at a high
transfer rate. The Control Integrated Circuit 506 then sends
the electronic output to the Stereo Speakers 80 at a con-
trolled rate using the Play Back Random Access Memory
Chip 50d as a temporary staging point for the Digital Audio
Music.
" Unique to this invention is that the Control Unit 50 also
serves as the user’s personal disk jockey. The user may
request specific songs to be electronically cued for playback,
or may request the Control Unit 50 to randomly select songs
based on the user’s criteria. All of these commands are

electronically stored in random access memory enabling the '

control unit to remember prior commands while simulta-
neously performing other tasks requested by the user and, at
the same time, continuing to play songs prev1ously cued.
Offering a convenient visual display of the user’s library
of songs is but one more new and improved aspect of this
invention. As the Control Unit 50 is executing the user’s

commands to electronically sort, select, randomly play, etc.,.

the Video Display Screen 70 is continually providing feed-
back to the user. The Video Display Screen 70 can list/scroll
all songs stored on the Hard Disk 60, list/scroll all cued
songs, display the current command function selected by the
user, etc. Further expanding upon the improvements this
invention has to offer, the Video Display Screen 70 can
display the lyrics of the song being played, as well as the
name of the song, album, artist, recording company, date of
recording, duration of song, etc. This is possible if the lyrics
and other incidental information are electronically stored to
the Hard Disk 60 with the Digital Audio Music.

"The present invention is a method for transmitting desired
digital video or digital audio signals stored on a first memory
of a first party preferably to a second memory of a second
party. The method comprises the steps of transferring money
via telecommunications lines to' the first party from the
second party or electronically selling to the second party by
the first party. Additionally, the method comprises the step of
then connecting electronically via telecommunications lines

-the first memory preferably with the second memory such
that the desired digital video or digital audio signals can pass
therebetween. Next, there is the step of transmitting the
desired digital video or digital audio signals from the first
memory with a transmitter in control and in possession of
the first party to a receiver preferably having the second
memory. While the receiver is in possession and in control
of the second party. The receiver is placed by.the second
party at a second party location determined by the second
party. There preferably is also the step of then storing the
desired digital video or digital audio signals in the second
memory.

In summary, there has been disclosed a new and improved
methodology/system by which Digital Audio Music or digi-
tal video can be electronically sold, distributed, transferred,

and stored. Further, there has been disclosed a new and’

improved methodology/system by which Digital Audio
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6

Music or digital video can be electronically manipulated,
i.e., sorted, cued, and selected for playback. Further still,
there has been disclosed a new and improved methodology/
system by which the electronic manipulation of Dlgnal
Audio Music can be visually displayed for the convenience
of the user. Additionally, there has been disclosed a new and
improved methodology/system by which electronic copy-
right protection of quality Digital Audio Mu51c is possible
through use of this invention.

Since numerous changes may be made in the above
described process and apparatus and different embodiments
of the invention may be made without departing from the
spirit thereof, it is intended that all matter contained in the
foregoing description or shown in the accompanying draw-
ings shall be interpreted as illustrative, and not in a limiting
sense. Further, it is intended that this invention is not to be
limited. to Digital Audio Music and can include Digital
Video, Digital Commercials, and other applications of digi-
tal information. ‘

For instance, the present invention is a system 100 for
transferring digital video signals from. a first party to a
second party. The system 100 comprises a first party control
unit 20 having a first memory having a plurality of desired
individual video selections as desired digital video signals.
The first party control unit 20 also has means or a mecha-
nism for the first party to charge a fee to the second party for
access to the desired digital video signals. The system 100
also comprises a second party control unit 50 having a
second party control panel 50a, a receiver and a video
display for playing the desired digital video or digital audio
signals received by the receiver. The second party control
panel 50a is connected to the video dlsplay and the receiver.
The receiver and the video display is operatively controlled
by the second party control panel 50a. The second party
control unit 50 is remote from the first party control unit 20.
The second party control unit 50 is placed by the second
party at a second party location delermmed by the second -
party which is remote from the first party control unit 20.
The second party chooses the desired digital video signals
from the first memory with the second party control panel
20a. The system 100 is also comprised of telecommunica-
tions lines connected to the first party control unit 20 and the
second party control unit 50 through which the desired
digital video signals are electronically transferred from the
first memory to the receiver while the second party control
unit 50 is in possession and control of the second party after
the desired digital video signals are sold to the second party
by the first party.

Preferably, the second party control unit 50 includes a
second memory which is connected to the receiver and the
video display. The second memory stores the digital video
signals that are received by the receiver for providing them
to the video display. The second party control unit 50
preferably includes a second party hard disk 60 which stores
a plurality of digital video signals, and a playback random
access memory chip 504 electronically connected to the

-second party hard disk 60 for storing a replica of the desired

digital video signals as a temporary staging area for play-
back. The second party control unit 50 includes a second
party control integrated circuit 50b which controls and
executes commands of the second party and is connected to
the second party hard disk 60, the playback random access
memory 50d, and the first party control integrated circuit
20b through the telecommunications lines. The second party
control integrated circuit 50b preferably includes the
receiver. Additionally, the second party control unit 50
includes a second party control panel 20a through whic!

pary P glgage 68‘1‘45
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second party control integrated circuit 20b is programmed
and is sent commands and which is connected to the second
party integrated circuit 50b. Preferably, the second party
control unit 50 includes an incoming random access memory
chip 50c connected to the second party hard drive 60 and the
second party control integrated circuit 50b, and the first
party control unit 20 through the telecommunications lines
for temporarily storing the desired digital video signals
received from the first party’s control unit 20 for subsequent
storage to the second party hard disk 60. Preferably, the
video display includes a video display unit connected to the
playback random access memory chip 50c and to the second
party integrated circuit 50b for displaying the desired digital
video signals.

The first party control unit 20 preferably includes a first
party hard disk 10 baving a plurality of digital video signals
which include the desired digital video signals, and a sales
random access memory chip 20c electronically connected to
the first party hard disk 10 for storing a replica of the desired
digital video signals of the first party’s hard disk 10. The first
party control unit 20 preferably includes a first party control
~ integrated circuit 20b which controls and executes com-
mands of the first party and is connected to the first party
hard disk 10, the first party sales random access memory
20c, and the second party control integrated circuit 20b
through the telecommunications lines. The first party control
integrated circuit 20b and the second party control integrated
circuit 50b regulate the transfer of the desired digital video
signals. The first party control unit 20 preferably also
includes a first party control panel 20a through which the
first party control integrated circuit-20b is programmed and
is sent commands and which is connected to the first party
control integrated circuit 205.

The means or mechanism for charging a fee includes
means or a mechanism for charging a fee via telecommu-
nications lines by the first party to the second party at a
location remote from the second party location. Preferably,
the second party has an account and the means or mecha-
nism for charging a fee includes means or a mechanism for
charging the account of the second party. Preferably, the
means or mechanism for charging the account includes
means or a mechanism for charging a credit card number of
the second party. Preferably, the means or mechanism for
electronically selling includes means or a mechanism for
electronically selling includes means or a mechanism for
charging a fee via telecommunications lines by the first party
to the second party at a first party location remote from the
second party location. Preferably, the second party has an
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account and the means or mechanism for charging a fee .

includes means or a mechanism for charging the account of
the second party. Preferably, the means or mechanism for
charging the account includes means or a mechanism for
receiving a credit card number of the second party. The
means or mechanism for receiving a credit card number

preferably is part of the control integrated circuit 20b. The .

telecommunications lines are preferably telephone lines 30.

The present invention also pertains to a method for
transmitting desired digital video signals stored in a first
memory having a plurality of individual video selections as
digital video signals of a first party at a first party location
to a second party at a second party location so the second
party can view the desired digital video signals. The method
comprises the steps of placing by the second party a receiver,
and a video display connected to the recciver at the second
party location determined by the second party which is
remote from the first party location. Next, there is the step
of charging a fee by the first party to the second party at a
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location remote from the second party location so the second
party can obtain access to the desired digital video signals.
Then, there is the step of connecting electronically via
telecommunications lines the first memory with a receiver of
the second party while the receiver is in possession and
control of the second party. Next, there is the step of
choosing the desired digital video signals by the second
party from the first memory of the first party so desired
digital video selections are selected. Next, there is the step
of transmitting the desired digital video signals from the first
memory with a transmitter in control and possession of the
first party to the receiver of the second party while the
receiver is in possession and control of the second party at
the second party location determined by the second party.
Next, there is the step of displaying the desired video signals
received by the receiver on a video display in possession and
control of the second party. The video display is connected
with the receiver. ‘

Preferably, the step of charging a fee includes the step of
charging a fee via telecommunications lines by the first party
to the second party so the second party can obtain access o
the desired digital video signals stored on the first memory.
Preferably, the second party has an account and the step of
charging a fee includes the step of charging the account of
the second party. Preferably, the step of charging the account
of the second party includes the steps of telephoning the first
party controlling use of the first memory by the second party.
Then, there is the step of 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. Preferably, the means or mechanism for the
first party to charge a fee includes means or a mechanism for
transferring money electronically via telecommunications
lines to the first party at a location remote from the second
memory at the second location. '

Although the invention has been described in detail in the
foregoing embodiments for the purpose of illustration, it is
to be understood that such detail is solely for that purpose
and that variations can be made therein by those skilled in
the art without departing from the spirit and scope of the
invention except as it may be described by the following
claims.

What is claimed is:

1. A method for transferring desired digital video or
digital audio signals comprising the steps of:
forming a connection through telecommunications lines

‘between a first memory of a first party and a second

memory of a second party control unit of a second

party, said first memory having said desired digital
video or digital audio signals;

selling electronically by the first party to the second party
through telecommunications lines, the desired digital
video or digital audio signals in the first memory; and

transferring the desired digital video or digital audio
signals from the first memory of the first party to the
second memory of the second party control unit of the
second party through telecommunications lines while
the second party control unit with the second memory
is in possession and control of the second party; and
playing through speakers of the second party control
unit the digital video or digital audio signals in the
second memory, said speakers of the second party
control unit connected with the second memory of the
second party control unit.

2. A method as described in claim 1 wherein the second

party is at a second party location and the step of selling

electronically includes the step of charging a fee via tele-
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communications lines by the first party to the second party
at a first party location remote from the second party
location.

3. A method as described in claim 2 wherein the second
party has an account and the step of charging a fee includes
the step of charging the account of the second party.

4. A method as described in claim 3 wherein the step of
charging the account of the second party 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.

5. A method as described in claim 4 including after the
transferring step, the step of storing the desired digital video
or digital audio signals in the second memory.

6. A method as described in.claim § including before the
transferring step, the step of electronically coding the
desired digital video or digital audio signals into a configu-
ration which would prevent unauthorized reproduction of
the desired digital video or-digital audio signals.

7. A method as described in claim 6 wherein the first
memory includes a first party hard disk having a plurality of
digital video or digital audio signals, and a sales random
access memory chip which tempo