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STATEMENT OF RELATED CASES
The Director of the U.S. Patent and Trademark Office (“Director” or
“USPTO”) is unaware of any other appeal in this proceeding from the Patent Trial
and Appeal Board (“Board”) that has previously been before this Court.
The Court’s decision in this appeal may affect SightSound Technologies, LLC
v. Apple Inc., No. 2:11-cv-1292 (W.D. Pa.), a district court action in which the patents at
issue, U.S. Patent Nos. 5,191,573 (the “’573 patent”) and 5,966,440 (the “’440 patent”),
are asserted. The district court action has been stayed pending the outcome of the
present appeal. See id., Order of Jun. 6, 2013, ECF No. 208.
Two issues that the Director will address in this brief—whether this Court has
jurisdiction to review the Board’s institution decision and, if so, whether the Board
acted arbitrarily in determining that the ’573 and ’440 patents are CBM patents—are
directly at issue in Versata Development Group, Inc. v. SAP America, Inc., Appeal
No. 2014-1194, which appears likely to be decided before this appeal. Additionally,
the issue of whether this Court has jurisdiction to review the Board’s institution
decisions in inter partes reviews was addressed in In re Cuozzo Speed Technologies, LLC,
Appeal No. 2014-1301, 778 F.3d 1271 (Fed. Cir. 2015). A petition for rehearing en
banc is pending in that appeal.

viii
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STATEMENT OF JURISDICTION
This consolidated appeal arises from two final decisions of the Patent Trial and
Appeal Board in transitional post-grant review proceedings for covered business
method patents (“CBM review”). The Board entered its final written decisions on
October 7, 2014. A1–134. Appellant SightSound Technologies, LLC (“SightSound”)
filed a notice of appeal of the final Board decisions on October 14, 2014, within the
time limits specified by 37 C.F.R. § 90.3(a)(1), (b)(1). This Court lacks jurisdiction to
review the USPTO’s decision to institute the CBM review, which is “final and
nonappealable.” 35 U.S.C. § 324(e); see also infra. This Court otherwise has appellate
jurisdiction over SightSound’s appeal of the Board’s final written decisions under 28
U.S.C. § 1295(a)(4)(A).

1
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STATEMENT OF THE ISSUES
The USPTO intervenes in this appeal to address a limited set of procedural
issues.
The Director’s determination whether to institute a CBM review “shall be final
and nonappealable.” 35 U.S.C. § 324(e). This brief addresses whether this Court has
jurisdiction to review the Board’s decisions to institute review of the ’573 and ’440
patents.
If this Court reviews the Board’s institution decisions, this brief addresses two
additional issues:
(a) Whether the Board acted arbitrarily when it found that the ’573 and ’440
patents are “covered business method patents” where those patents claim methods of
exchanging money for digital audio and video; and
(b) Whether the Board abused its discretion when it instituted review on
obviousness based on the CompuSonics references, the same prior art references that
Apple presented in support of its anticipation theory.

2
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INTRODUCTION
The USPTO intervenes to address SightSound’s challenge to the Board’s
institution decisions. SightSound filed its opening brief approximately three weeks
before this Court issued its opinion in In re Cuozzo Speed Technologies, LLC, 778 F.3d
1271 (Fed. Cir. 2015). While this Court’s jurisdiction to consider SightSound’s
challenge to the Board’s institution decisions might have been open to debate before
Cuozzo, it is not now. In Cuozzo, this Court held that it lacks jurisdiction to review the
Board’s institution decisions in inter partes reviews, which are subject to an identical
statutory appealability bar as CBM reviews. SightSound may not relitigate the Board’s
determination that the ’573 and ’440 patents are “covered business method patents”
or challenge the Board’s determination to institute a CBM review on obviousness
based on the CompuSonics references.
In the event that this Court were to consider SightSound’s challenge, the Board
did not act arbitrarily or irrationally when it found that the ’573 and ’440 patents are
“covered business method patents.” The Board simply applied the statutory and
regulatory definitions of “covered business method patent” to the claims. SightSound
attempts to read into the CBM definition additional limitations that do not exist in the
statute or regulations. Moreover, the Board did not abuse its discretion when it
instituted CBM review on obviousness based on the CompuSonics references. The
Leahy-Smith America Invents Act (“AIA”) and USPTO regulations authorize the
Board to institute a CBM review whenever a petition supports a finding that it is more
3
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likely than not that one or more challenged claims are unpatentable. Apple presented
the CompuSonics references with its petition, which was a sufficient basis for the
Board to find that it was more likely than not that the challenged claims of the ’573
and ’440 patents would have been obvious in light of the CompusSonics documents.
STATEMENT OF THE CASE
A.
1.

STATUTORY AND REGULATORY BACKGROUND
Administrative review of issued patents

Congress has long provided administrative mechanisms for third parties to ask
the USPTO to reconsider the validity of an issued patent. In 1980, Congress enacted
the first statute authorizing ex parte reexamination. See Pub. L. No. 96-517, 94 Stat.
3015 (1980) (codified at 35 U.S.C. ch. 30 (1980)). Congress specified that the USPTO
could grant a request for reexamination only if it raised “a substantial new question
of patentability.” 35 U.S.C. §§ 303, 304. From the outset, Congress insulated some
aspects of this administrative reconsideration process from judicial review. When the
USPTO denies an ex parte reexamination request because it determines “that no
substantial new question of patentability has been raised,” the USPTO’s
determination “will be final and nonappealable.” 35 U.S.C. § 303(c).
In 1999, Congress added an option for “inter partes” reexamination, which
allowed the third-party requester to participate in the reexamination and, after 2002,
any subsequent appeal. See Cooper Technologies Co. v. Dudas, 536 F.3d 1330, 1332 (Fed.
Cir. 2008); American Inventors Protection Act, Pub. L. No. 106-113, 113 Stat. 1501,
4
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Sec. 4601-4604 (1999) (codified as amended at 35 U.S.C. §§ 311–318 (2000)).
Congress authorized the USPTO to institute an inter partes reexamination, like an ex
parte reexamination, only if the request raised “a substantial new question of
patentability.” 35 U.S.C. §§ 311, 312 (2000). And Congress again barred appeals of
aspects of the USPTO’s decision to institute a reexamination, specifying that any
determination regarding the existence of a “substantial new question of patentability”
would be “final and non-appealable.” 35 U.S.C. § 312(a), (c) (2000).
2.

Post-grant review procedures under the AIA

In the AIA, Pub. L. No. 112-29, 125 Stat. 284 (2011), Congress substantially
expanded the USPTO’s procedures for reconsidering the validity of issued patents.
The AIA replaced inter partes reexamination with inter partes review, an adversarial
proceeding before the new Patent Trial and Appeal Board. See 35 U.S.C. § 311. The
AIA also changed the threshold showing necessary for the USPTO to institute an
inter partes proceeding; made all patents subject to such review regardless of the date
on which they were issued; broadened the estoppel provisions to which petitioning
parties would be subject; imposed strict timelines for completion of the review; and
permitted an appeal to this Court only from the Board’s final decision as to
patentability. See H. Rep. No. 112-98, at 46–47 (2011); Joe Matal, A Guide to the
Legislative History of the America Invents Act: Part II of II, 21 Fed. Cir. B.J. 539, 598
(2012).

5
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The AIA also introduced an entirely new procedure: “post-grant review.” A
petition for such review must be filed within nine months after a patent is issued, 35
U.S.C. § 321(c), but “[u]nlike reexamination proceedings, . . . the post-grant review
proceeding permits a challenge on any ground related to invalidity under section 282.”
H. Rep. No. 112-98, at 47–48; see also 35 U.S.C. § 321(b). As in an inter partes review,
any person other than the patent owner may petition to institute a post-grant review,
and the petitioner may participate in the proceedings and any ensuing appeal. See 35
U.S.C. §§ 311, 316, 319, 326, 329.
In an uncodified portion of the AIA, furthermore, Congress created a special
“transitional post-grant review proceeding for review of the validity of covered
business method patents.” AIA § 18. Although this CBM procedure is to “be
regarded as, and shall employ the standards and procedures of, a post-grant review,”
AIA § 18(a)(1), it authorizes the Director to institute a post-grant review of any
“covered business method patent” at any time during the term of the patent, without
regard to the normal nine-month window for post-grant review proceedings. See AIA
§ 18(a)(1)(B), (E), (d). Only a person who has “been sued for infringement of the
patent or has been charged with infringement under that patent,” however, may
petition the Director to institute such a CBM review proceeding. AIA § 18(a)(1)(B).
The AIA provides that the transitional post-grant review program for covered
business method patents shall expire after eight years. See AIA § 18(a)(3)(A). The

6
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committee report explained the need for this transitional program, observing that “[a]
number of patent observers believe the issuance of poor [quality] business-method
patents during the late 1990’s through the early 2000’s led to the patent ‘troll’ lawsuits
that compelled the Committee to launch the patent reform project 6 years ago.” H.
Rep. No. 112-98, at 54.
Only the Board’s final written decision as to patentability in a post-grant review
proceeding is subject to judicial review in this Court. See 35 U.S.C. §§ 328(a), 329.
Congress provided that the USPTO’s threshold decision whether to institute a postgrant review—the agency’s determination whether a particular request for review
satisfies the statutory criteria for commencement of a proceeding—shall be “final and
nonappealable.” 35 U.S.C. § 324(e) (“The determination by the Director whether to
institute a post-grant review under this section shall be final and nonappealable.”).
3.

USPTO rules for post-grant review

To implement the AIA’s new administrative review schemes, Congress provided
the USPTO with expanded rulemaking authority. See generally 35 U.S.C. §§ 316(a),
326(a); AIA § 18(a)(1), 18(d)(2). The AIA authorizes the USPTO to “prescribe
regulations . . . establishing and governing” inter partes and post-grant review
proceedings and to specify “the relationship of such review to other proceedings
under this title,” among other matters. 35 U.S.C. §§ 316(a)(4), 326(a)(4). Congress
also authorized the USPTO to issue regulations establishing the transitional program
for covered business method patents. AIA § 18(a)(1).
7
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Pursuant to these express statutory grants of rulemaking authority, the USPTO
has prescribed regulations governing inter partes, post-grant, and CBM proceedings,
as well as general rules of practice before the Board. See generally 37 C.F.R., part 42.
Among other matters, those rules delegate to the Board the Director’s authority to
determine whether to institute particular proceedings. See 37 C.F.R. §§ 42.108, 42.208,
42.300(a); see also 37 C.F.R. § 42.4.
The USPTO has also promulgated regulations specific to CBM review. The
regulatory definition of “covered business method patent” mirrors the statutory
definition of that phrase: “a patent that claims a method or corresponding apparatus
for performing data processing or other operations used in the practice,
administration, or management of a financial product or service, except that the term
does not include patents for technological inventions.” 37 C.F.R. § 42.301(a); see also
AIA § 18(d)(1).
B.
1.

FACTUAL BACKGROUND AND PROCEDURAL HISTORY
The patents at issue

The ’573 and ’440 patents claim methods of selling digital audio and video. See,
e.g., A294 col. 1:9–14; A296 col. 6:4–24; A319 col. 1:15–20; A403 col. 1:33–64. Both
patents tout payment as a core attribute of the claimed transactions. The
specifications explain that the transactions include “the steps of transferring money
via a telecommunications line to the first party from the second party.” A296 col.
5:33–35; see also A321 col. 5:46–48. Claims 1 and 4 of the ’573 patent recite the step
8
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of “transferring money electronically via a telecommunication line to the first party at
a location remote from the second memory . . . .” A296 col. 6:7–13, col. 6:40–45.
The ’440 patent expands on the payment concept with a fee-charging scheme.
The specification in the ’440 patent describes a scenario in which the user transmits a
credit card number to the agent and the agent charges the credit card account through
the integrated circuit in the agent’s control unit, or computer. A322 col. 7:34–55.
Claim 1 of the ’440 patent recites the step of “selling electronically.” A343 col. 1:32–
64. And claim 1 provides that the step of “selling electronically” includes the steps of
“charging a fee via telecommunications lines,” and that the step of “charging a fee”
includes the step of “charging the account of the second party.” Id.
The inventor named on the patents, Arthur Hair, emphasized the close
relationship between selling music and movies and facilitating payment. During
prosecution of the original application underlying the ’573 patent, Hair submitted a
declaration in which he stated that “[o]ne skilled in the art would know that an
electronic sale inherently assumes a transferring of money by providing a credit or
debit card number (since that is the only way for electronic sales to occur) coupled
with a transferring of a service or product.” See A437; A12363. Hair went on to say
that “[t]he 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.” Id.
9
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The petitions

SightSound sued Apple in the U.S. District Court for the Western District of
Pennsylvania, alleging that Apple’s iTunes Music Store infringed its patents. Apple
filed petitions for review of claims 1, 2, 4, and 5 of the ’573 patent and claims 1, 64,
and 95 of the ’440 patent under the transitional post-grant review program for
covered business method patents. See generally AIA § 18.
Apple asserted two theories of unpatentability in its petitions. First, Apple
argued that the claimed inventions were anticipated because a company named
CompuSonics previously made products that sold and transmitted digital audio and
video through telephone lines. See, e.g., A420; A459–71; A843; A889–903. Second,
Apple argued that the claimed inventions would have been obvious in view of a
combination of other references not at issue in this appeal. E.g., A471–77; A903–08.
A key element of Apple’s anticipation theory was that a single “CompuSonics
system” was disclosed to the public before the priority date of the ’573 and ’440
patents. A449; A881. Apple presented at least fifteen pieces of evidence to support
that argument. See A414–16; A837–39. The evidence included a 1985 Billboard
magazine article reporting on a CompuSonics-AT&T partnership to create an
“electronic record store” and related press demonstrations. A421(citing A5190); A844
(citing A9411). The Billboard article reported that the “electronic record store”
concept was well-known: “David Schwartz, the president of CompuSonics, is a strong
proponent of the ‘electronic record store’ concept, an idea that has been bandied
10
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about for some time, but which Schwartz says is now poised to ‘become a reality.’”
See id. Apple also cited diagrams that it contended depicted the CompuSonics system:

11
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See A451; A457; A887; A889; A12703–04. Apple also tendered two declarations.
David Schwartz, the founder of CompuSonics, explained the how the alleged
CompuSonics system was publicly disclosed. See, e.g., A562–66; A995–99; A12705–
11. Dr. John P. J. Kelly explained how the documents disclosing the alleged
CompuSonics system teach every limitation of the challenged claims. See, e.g., A561–
62; A995; see also, e.g., A5250; A5297–5305; A9471; A9518–27. Finally, Apple
provided claim charts in which it cited specific portions of the CompuSonics
references that it believed correspond to the challenged claim limitations of the ’573
and ’440 patents. A459–71; A889–902.

12
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In its preliminary responses, SightSound did not address the merits of Apple’s
unpatentability grounds. A526–36; A958–68. Rather, SightSound confined its
challenge to arguing that the Board lacked jurisdiction to institute review because the
’573 and ’440 patents were not “covered business method patents.” Id. While
SightSound acknowledged that the ’573 and ’440 patents claim the step of selling
digital and audio signals, SightSound contended that the patents do not claim
“financial products or services” within the definition of a “covered business method
patent” in the AIA. A512; A533–36; A939; A961–68.
3.

The institution decisions

The Board instituted review, finding that (a) the ’573 and ’440 patents are
“covered business method patents”; and (b) it was more likely than not that the ’573
and ’440 patents were unpatentable in view of the CompuSonics references that
Apple presented. A553–71; A986–1003.

A. The CBM determination
As a threshold matter, the Board found that the ’573 and ’440 patents are
“covered business method patents.” A553–60; A986–94. The Board came to that
finding by applying the definition of “covered business method patent” in the AIA
and the analytical rules in the USPTO’s regulations. See id.
The Board began its analysis by explaining that under the USPTO’s regulations,
the Board makes its determination by examining the language of the claims. A554;
A987 (both citing Transitional Program for Covered Business Method Patents—
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Definitions of Covered Business Method Patent and Technological Invention; Final
Rule, 77 Fed. Reg. 48,734, 48,736 (Aug. 14, 2012)). The Board further explained that a
patent need have only one claim directed to a covered business method to render a
patent eligible for CBM review. Id.
The Board then applied the definition of “covered business method patent” to
the claims of the ’573 and ’440 patents. A patent is a CBM patent if it claims “a
method or corresponding apparatus for performing data processing or other
operations used in the practice, administration, or management of a financial product
or service . . . .” AIA § 18(a); 37 C.F.R. § 42.301(a). The Board noted that claim 1 of
the ’573 patent recites “transferring money electronically via a telecommunication line
to the first party . . . from the second party,” and claim 1 of the ’440 patent recites
“selling electronically,” “charging a fee,” and “charging an account.” A554; A988.
The Board concluded that the claims are directed to covered business methods
because “[t]he electronic sale of something, including charging a fee to a party’s
account, is a financial activity, and allowing such a sale amounts to providing a
financial service.” Id.
SightSound contended that a patent must have a “nexus” with the financial
services industry to qualify as a CBM patent. A555; A989. The Board rejected that
contention, explaining that Congress did not limit the CBM definition to the financial
industry: “[t]he AIA does not require a ‘nexus’ to a ‘financial business,’ but rather a
‘method or corresponding apparatus for performing data processing or other
14
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operations used in the practice, administration, or management of a financial product
or service.’” Id.

B. Unpatentability grounds
Having found that the ’573 and ’440 patents are CBM patents, the Board
turned to Apple’s unpatentability contentions.
The Board instituted review on Apple’s anticipation ground based on the
CompuSonics references. The Board began its anticipation analysis by identifying the
CompuSonics references under consideration. A549–50; A982–83. The Board
provided an overview of the alleged CompuSonics system, citing, among other
evidence, a photograph of a CompuSonics device; diagrams of CompuSonics devices
that Apple cited in its petitions; and testimony from David M. Schwartz,
CompuSonics’s founder. A562–66; A995–99. The Board pointed to the 1985
Billboard magazine article, quoted in Apple’s petitions, describing an alleged
CompuSonics system. A566; A999. The Board also considered the expert testimony
of Dr. Kelly, who opined that the CompuSonics references described a system that
met every limitation of the challenged claims. A561–62; A995.
Then, the Board applied the CompuSonics references to the claim limitations
of the ’573 and ’440 patents. The Board relied on the claim charts, exhibits, and
testimony that Apple offered with its petitions, using the claim charts as a guide to
show how the CompuSonics references read on each challenged limitation of the ’573
and ’440 claims. A566–70; A999–1001. The Board noted that SightSound declined to
15
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rebut Apple’s anticipation arguments in its preliminary response. A570; A1001. The
Board concluded that the patents were more likely than not anticipated by the alleged
CompuSonics system. Id.
The Board also concluded that it was more likely than not that the
CompuSonics references supported another ground of unpatentability: obviousness.
A570–71; A1002–03. Although Apple did not expressly argue obviousness based on
the CompuSonics references in its petition, the Board determined—to the extent it
required separate consideration—that the CompuSonics references could support an
obviousness theory. Id. The Board thus relied on the same CompuSonics evidence
that Apple cited for its anticipation argument. Id. The Board also posited a
preliminary legal conclusion of obviousness: “[t]he publications all describe the same
system developed by CompuSonics. Combining their disclosures would be the
combination of prior art elements according to their established functions, within the
skill of an ordinarily skilled artisan, and yielding predictable results.” A570; A1002
(both citing KSR Int’l Co. v. Teleflex Inc., 550 U.S. 398, 416–18 (2007)).
The Board’s institution decision, in sum, articulated two statutory grounds on
which the review would proceed, but rested on the same body of evidence that Apple
presented.
4.

Further briefing and oral argument

After the Board instituted review, SightSound filed a full patent owner’s
response. A577–665; A1010–95. SightSound understood that obviousness was in
16
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issue in the CBM review, particularly the Board’s preliminary view that the claimed
inventions were an obvious combination of prior art elements according to their
established functions. A644; A1074. And SightSound contested the Board’s view,
devoting roughly twenty pages in each response brief to arguing that the claimed
inventions would not have been obvious even in view of the CompuSonics
references. A644–65; A1074–95.
SightSound argued that a person of ordinary skill in the art would not have had
reason to combine the CompuSonics references because CompuSonics was
concerned with a problem different than that of the claimed inventions. A645–47;
A1074–77. Specifically, SightSound argued, “CompuSonics focused on the size of the
audio and digital files themselves. . . . The [’573 and ’440 patents did] not treat the
size of digital files as the main limitation hindering electronic sales of digital audio and
video[;] . . . [they were] directed to changing the distribution of audio and video . . . .”
A645; A1075. Throughout its briefs, SightSound cited and attempted to rebut the
documentary and testimonial evidence about CompuSonics that Apple offered with
its petitions. A644–65; A1074–95. SightSound also argued that “overwhelming”
evidence of secondary considerations compelled a finding of non-obviousness and
offered its own evidence to support its secondary-consideration arguments. A651–65;
A1081–95.
Apple followed the patent owner’s response with a reply brief—the final brief
authorized under the rules—which meant the Board had at least three briefs (not
17
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including SightSound’s preliminary response), in addition to documentary evidence
and testimony, to consider by the time briefing was complete.
The Board conducted an oral hearing that ran nearly three hours. A713–813.
SightSound’s counsel engaged with the Board on multiple occasions about
obviousness and the CompuSonics references. E.g., A764–67; A774–89. At one
point, for example, the Board asked SightSound’s counsel to explain what
SightSound’s brief meant when it said that “the prior elements” of the claimed
inventions worked “according to the established functions and predictability.” A765–
66. SightSound’s counsel argued that, even though individual components employed
in the SightSound system might have been known in the art, the claimed methods as a
whole would not have been obvious. Id. SightSound’s counsel also argued that
CompuSonics could not be characterized as a single system—a rebuttal to a core
contention of Apple’s—and that an obviousness theory that stood on that
characterization was fatally flawed. A776–77. SightSound’s counsel also presented
arguments on secondary considerations. A778–89.
SightSound’s counsel complained that SightSound had not had an opportunity
to adequately brief the obviousness issues, although SightSound’s counsel conceded
that SightSound never moved for leave to file a surreply before the hearing. A777–78.
Nevertheless, after the hearing, the Board, sua sponte, granted SightSound the right to
file an additional brief addressing obviousness based on the CompuSonics references.
A1137–41. SightSound took up the Board’s invitation and filed a fifteen-page brief, in
18
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each CBM proceeding, devoted to obviousness. See generally A814–33; A1243–62.
SightSound repeated its argument that the CompuSonics system was not a single
system. A819; A1248. And SightSound once again challenged the view that the
claimed inventions were a combination of prior art elements according to their
established functions. A822; A827–28; A1251; A1256–57. SightSound argued that
the claimed inventions ran directly counter to the paradigm at the time, which was
embodied by the CompuSonics system, because the claimed inventions used nonremovable storage media, while CompuSonics used removable media. Id.
5.

The final written decisions with respect to patentability

The Board issued final written decisions, in which it concluded that the claimed
inventions would have been obvious to a person of ordinary skill in the art in light of
the CompuSonics references.
The Board found that Apple failed to carry its burden to prove anticipation
because a single “CompuSonics system” did not exist. A23; A90–91. While the
Board noted that the CompuSonics references were similar, the Board found that they
failed to show that a single CompuSonics system was disclosed to the public. Id.
The Board, however, determined that the CompuSonics references did render
the inventions claimed in the ’573 and ’440 patents obvious. The Board affirmed its
initial views, expressed in the institution decisions, that the claimed inventions were a
predictable use of prior art elements according to their established functions. A37;
A105. The Board supported its obviousness conclusion with evidence that had been
19
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presented at the petition stage and developed through trial. E.g., A31–32; A98–99.
As in its institution decisions, the Board concluded that the CompuSonics references
disclosed every limitation of the claims in the ’573 and ’440 patents based on the
claim charts that Apple presented in its petitions. Id. The Board found that expert
testimony that Apple offered bolstered the contents of the claim charts. See id. The
Board further found that a person of ordinary skill in the art would have had reason
to combine the teachings of the CompuSonics references. A37–42; A104–110.
The Board addressed SightSound’s contention, asserted in its briefing and at
argument, that CompuSonics taught away from using non-removable storage media
such as a hard disk. A40; A108. The Board rejected that contention because, on the
Board’s claim construction, SightSound’s claims encompassed removable media,
which CompuSonics used. Id. The Board addressed numerous other issues that had
been raised during briefing and at trial, such as secondary considerations and whether
the CompuSonics references were prior art. A29–31; A42–54; A96–98; A110–121.
The Board rejected SightSound’s contention that the Board exceeded its
jurisdiction in instituting review on obviousness based on the CompuSonics
references. A25–27; A92–94. The Board reasoned that, although Apple did not
articulate an obviousness argument based on CompuSonics in its petitions, Apple
presented sufficient evidence to support that ground, and the petitions therefore
“supported” the obviousness ground within the meaning of the CBM statute and
rules. Id.
20
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The Board ordered the challenged claims canceled. SightSound filed these
appeals, which this Court consolidated.
SUMMARY OF ARGUMENT
This Court lacks jurisdiction to consider SightSound’s challenge to the Board’s
institution decisions. This Court recently held, in Cuozzo, that Congress restricted this
Court’s scope of review to appeals of the Board’s final written decisions in AIA postgrant proceedings. The Board’s decision whether to institute review is final and nonappealable. This Court, therefore, lacks jurisdiction to consider SightSound’s
arguments that the ’573 and ’440 patents are not CBM patents and that the Board
should not have instituted review on obviousness grounds based on the CompuSonics
references.
Even if this Court were to consider SightSound’s arguments, the Board did not
depart from its authority in instituting review. The USPTO, pursuant to statutory
authority, promulgated regulations for determining whether a patent is a “covered
business method patent” under the AIA. The ’573 and ’440 patents fit comfortably
within the statutory and regulatory definitions of a “covered business method patent.”
The ’573 and ’440 patents are directed to methods for executing the purchase of
digital audio and video. They include claim limitations directed to the processing of
payment.
The Board, moreover, acted within its discretion when it instituted review on
obviousness based on the CompuSonics references. USPTO regulations authorize the
21
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Board to institute review whenever the statutory criteria for institution are met. Here,
the Board had ample evidence before it—the CompuSonics references—that it was
more likely than not that the challenged claims were unpatentable. The Board
ultimately found that Apple failed to show that the CompuSonics references disclosed
a single system that anticipated the ’573 and ’440 patents. The Board, however, acted
within the scope of its authority when it found that the same references supported
obviousness grounds of unpatentability. The Board afforded SightSound ample
opportunity to challenge the obviousness grounds, and SightSound availed itself of
that opportunity.
STANDARD OF REVIEW
This Court reviews its own jurisdiction de novo. See Litecubes, LLC v. N. Light
Products, Inc., 523 F.3d 1353, 1360 (Fed. Cir. 2008). Regulations issued by the USPTO
under a statutory grant of rulemaking authority are entitled to deference unless based
on an unreasonable construction of the statute, see Chevron, U.S.A., Inc. v. Natural Res.
Def. Council, Inc., 467 U.S. 837 (1984), and the USPTO’s interpretation of its own
regulations is “controlling unless plainly erroneous or inconsistent with the
regulation,” Auer v. Robbins, 519 U.S. 452, 461 (1997) (internal quotation marks
omitted); see also In re McDaniel, 293 F.3d 1379, 1382 (Fed. Cir. 2002) (“An agency’s
interpretation of its own regulations is normally entitled to considerable deference
and that interpretation ordinarily will be accepted unless it is plainly erroneous or
inconsistent with the regulation.”). The Board’s actions may not be set aside unless
22
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“arbitrary, capricious, an abuse of discretion, unsupported by substantial evidence, or
otherwise not in accordance with law.” In re Sullivan, 362 F.3d 1324, 1327 (Fed. Cir.
2004); 5 U.S.C. § 706(2)(A).
ARGUMENT
I.

THIS COURT LACKS JURISDICTION TO REVIEW THE DIRECTOR’S
DECISION TO INSTITUTE REVIEW OF THE ’573 AND ’440 PATENTS.
This Court lacks jurisdiction to review (1) the Board’s determination that the

’573 and ’440 patents are “covered business method patents”; and (2) the Board’s
decision to institute on obviousness grounds fully supported by the evidence that
Apple presented with its petitions. Those questions are relevant only to the USPTO’s
decision to institute the CBM review. Congress specifically provided, however, that
the USPTO’s decision “whether to institute” such a proceeding “shall be final and
nonappealable,” 35 U.S.C. § 324(e), and it authorized this Court to review only the
Board’s final written decisions as to patentability, see 35 U.S.C. §§ 329, 328(a).
Congress could hardly have expressed more clearly its intent to foreclose after-the-fact
relitigation of the USPTO’s decisions to institute a post-grant review. This Court
recently confirmed the statutory bar on review of the Board’s institution decisions,
holding that the AIA “is written to exclude all review of the decision whether to
institute review.” Cuozzo, 778 F.3d at 1276.
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A. The plain language of the AIA bars judicial review of the Director’s
decision whether to institute a transitional post-grant review.
Congress specified that a CBM review “shall be regarded as, and shall employ
the standards and procedures of, a post-grant review.” AIA § 18(a)(1). Congress
provided that a post-grant review, including a CBM review, shall proceed in two
distinct phases. See St. Jude Med., Cardiology Div., Inc. v. Volcano Corp., 749 F.3d 1373,
1375–76 (Fed. Cir. 2014) (noting the analogous “two-step procedure” for inter partes
review). First, after reviewing the petition filed by the requesting party and any
response submitted by the patent owner, the Director determines whether to
“institute[]” the proceeding. 35 U.S.C. § 324(a). Next, if the Director decides to
institute a review, the Board conducts that review on the merits. See 35 U.S.C.
§ 326(c). The result of this second phase is a “final written decision with respect to
the patentability” of the relevant claims, which may be appealed directly to this Court.
35 U.S.C. §§ 328(a), 329, 141(c). Congress specifically provided, however, that the
culmination of the first phase—“[t]he determination by the Director whether to
institute [a post-grant] review under this section”—shall be “final and nonappealable.”
35 U.S.C. § 324(e); see also Cuozzo, 778 F.3d at 1276.
A patent owner aggrieved by the Board’s decision in a CBM review proceeding
is therefore entitled to obtain this Court’s review of the merits of the Board’s
patentability determination. But the patent owner is not entitled to set aside the
Board’s decision on the theory that the USPTO erred in instituting the proceeding in
24
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the first place. That scheme sensibly ensures this Court’s review of the Board’s
patentability determinations while avoiding the waste and expense entailed in
relitigating threshold questions that do not bear on the proper scope of a patentee’s
exclusive rights.
Congress plainly expressed its intent to foreclose relitigation in this Court of
the USPTO’s decision to institute a post-grant proceeding. The only provision of the
Patent Act that allows an appeal to this Court from a post-grant review proceeding is
section 329, which authorizes judicial review of “the final written decision of the
Patent Trial and Appeal Board under section 328(a).” 35 U.S.C. § 329. Section 328(a),
in turn, addresses only the Board’s decision on the merits of patentability issues: It
specifies that the Board shall issue “a final written decision with respect to the
patentability of any patent claim challenged by the petitioner and any new claim
added under section 326(d).” 35 U.S.C. § 328(a). That decision—the Board’s
resolution of the patentability issues on the merits—is the only decision that this
Court has jurisdiction to review. See Cuozzo, 778 F.3d at 1276 (holding that this Court
lacked jurisdiction over challenge to inter partes review institution decision because
parallel “§ 314(d) prohibits review of the decision to institute IPR even after a final
decision”); see also St. Jude, 749 F.3d at 1376 (also holding that this Court lacked
jurisdiction over challenge to inter partes review institution decision because “[t]he
statute provides for an appeal to this court only of the Board’s decision at the second
step, not the Director’s decision at the first step”).
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In contrast, Congress specified that “[t]he determination by the Director
whether to institute a post-grant review under this section shall be final and
nonappealable.” 35 U.S.C. § 324(e). Section 324 is entitled “Institution of post-grant
review”; the USPTO’s determination “whether to institute a post-grant review under
this section,” id., is thus the juncture at which the agency decides whether the
statutory requirements for commencing a post-grant review proceeding have been
satisfied. By declaring that decision “final and nonappealable,” Congress
unambiguously expressed its intent to limit this Court’s review to the Board’s ensuing
decision on the merits. Indeed, there is no reference in the Patent Act to any form of
“appeal” in a post-grant proceeding other than in section 329. Thus, when Congress
provided that the USPTO’s threshold decision to institute a post-grant review shall be
“nonappealable,” it could only have meant to foreclose efforts to appeal that decision
to this Court.
Because the USPTO’s determination whether to institute a CBM review is
nonappealable, the various statutory requirements that Congress made relevant only
to the institution phase likewise cannot be relitigated in this Court. Congress
provided, for example, that the USPTO may “authorize a post-grant review to be
instituted” only where it determines that the petition demonstrates “it is more likely
than not that at least 1 of the claims challenged in the petition is unpatentable,” or
that “the petition raises a novel or unsettled legal question that is important to other
patents or patent applications.” 35 U.S.C. § 324(a), (b) (emphasis added). Similarly,
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“[a] post-grant review may not be instituted” if “the petitioner or real party in interest
filed a civil action challenging the validity of a claim of the patent” before filing a
petition for review. 35 U.S.C. § 325(a)(1) (emphasis added). And most relevant here,
for a proceeding brought under section 18 of the AIA, “[t]he Director may institute” a
CBM review “only for a patent that is a covered business method patent.” AIA
§ 18(a)(1)(E) (emphasis added).
By their plain terms, these provisions relate solely to the USPTO’s decision
whether to institute a CBM review. Indeed, Congress contemplated that the patent
owner would address these provisions in its preliminary response to the petition,
before the USPTO rendered an institution decision. See 35 U.S.C. § 323 (patent owner
may submit a preliminary response with “reasons why no post-grant review should be
instituted based upon the failure of the petition to meet any requirement of this
chapter”) (emphases added). And Congress provided that the USPTO’s resolution of
those questions—the agency’s determination “whether to institute” a proceeding,
based on the petition and the patent owner’s response—“shall be final and
nonappealable.” 35 U.S.C. § 324(e).
B. This Court settled the question of reviewability in Cuozzo.
While the plain language of the AIA leaves little doubt that this Court may not
review institution decisions, this Court confirmed that conclusion in Cuozzo. In that
case, an appeal from an inter partes review, the Board held the challenged claims
unpatentable as obvious. Cuozzo, 778 F.3d at 1275. The patent owner appealed to this
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Court after the Board issued its final written decision. Id. In addition to challenging
the Board’s final decision of obviousness, the patent owner challenged the Board’s
decision to institute review in the first instance. Id. at 1276. The Board had instituted
review on claim 10, an independent claim, and claims 14 and 17, which depended
from claim 10. Id. at 1275. The Board cited two references, Evans and Wendt, when
it instituted review of all three claims. Id. The petitioner, however, did not assert
Evans or Wendt against claim 10 or Wendt against claim 14 in the petition. Id. The
patent owner argued that the Board improperly instituted review of claims 10 and 14
because the Board relied on art not asserted as grounds for review of those particular
claims in the petition. Id. at 1276.
This Court held that it lacked jurisdiction to entertain the patent owner’s
challenge to the institution decision. Id. The Court examined the plain language of
the AIA and concluded that section 314(d), which is identical to section 324(e),
insulates institution decisions from review. Id. The Court noted the title of that
provision—“No Appeal”—and its text providing that an institution decision is both
“nonappealable” and “final.” Id. (quoting 35 U.S.C. § 314(d)). The Court also relied
on section 319—inter partes review’s identical twin to post-grant review’s section
329—which authorizes “a party . . . dissatisfied with the final written decision of the
[Board] under section 318(a) [equivalent to section 328(a) in post-grant reviews]” to
appeal. Id. (discussing 35 U.S.C. § 319) (emphasis added). And the Court noted
section 141(c), which authorizes dissatisfied parties in inter partes reviews and post28
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grant reviews to appeal to this Court from a “final written decision . . . under section
318(a) [or 328(a)] . . . .” Id. (discussing 35 U.S.C. § 141(c)). The Court’s analysis, in
sum, recognized that the plain language of the AIA means precisely what it says.
C. Congress’s historical treatment of appeals from USPTO
reexamination proceedings underscores the absence of any statutory
basis for SightSound’s challenge.
If the plain language of the AIA and Cuozzo were not enough, the legislative
journey to the enactment of AIA lends further support to the view that institution
decisions are unreviewable.
The original 1980 statute creating the ex parte reexamination procedure
provided a far narrower appealability bar. Congress made initiation of an ex parte
reexamination contingent upon the Director’s finding of a “substantial new question
of patentability,” and it provided—then as now—that “[a] determination by the
Director . . . that no substantial new question of patentability has been raised will be
final and nonappealable.” 35 U.S.C. § 303(a), (c) (emphasis added). In contrast to the
AIA’s post-grant review scheme, therefore, Congress foreclosed review only of a
negative determination—a decision not to institute a reexamination.
Nevertheless, even under that more permissive scheme, this Court held that it
lacked jurisdiction to review the USPTO’s decision to initiate an ex parte
reexamination. In In re Hiniker Co., 150 F.3d 1362 (Fed. Cir. 1998), this Court
explained that its jurisdiction was limited to review of the USPTO’s ultimate decision
as to patentability. Any error in the agency’s initial decision to commence the
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proceeding, this Court reasoned, was “washed clean” by the final determination,
which was all that Congress had authorized the Court to review. See id. at 1366–67.
The Court stressed that “[s]ection 303, the provision that Hiniker argues was violated
here, is directed toward the Commissioner’s authority to institute a reexamination, and
there is no provision granting [this Court] direct review of that decision.” Id. at 1367.
Likewise here, Congress has authorized this Court to review only the Board’s
final decision with respect to patentability. See 35 U.S.C. §§ 329, 328(a); St. Jude, 749
F.3d at 1376 (parallel appeal provision in 35 U.S.C. § 319 “is most naturally read to
refer precisely to the Board’s decision under section 318(a) on the merits of the inter
partes review”). As in Hiniker, “there is no provision” authorizing “direct review” of
the USPTO’s threshold decision to institute a proceeding. To the contrary, Congress
has expressly provided that the USPTO’s institution decision—not just a decision not
to initiate post-issuance review—“shall be final and nonappealable.” 35 U.S.C.
§ 324(e). By adding that explicit bar on judicial review, Congress could not have
intended to permit broader appeal rights than this Court permitted in connection with
ex parte reexamination.
This Court came to the same conclusion in Cuozzo after it applied Hiniker. 778
F.3d at 1277. The Court observed that Congress’s desire not to permit appeal rights
broader than those under the ex parte review scheme is especially clear because the
AIA explicitly bars review of decisions to institute. Id. Ultimately, the Court
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reasoned, “[t]he fact that the petition was defective is irrelevant because a proper
petition could have been drafted.” Id.
In addition to the ex parte review scheme, a comparison to the now-superseded
provisions for inter partes reexamination is similarly instructive. Under that scheme,
Congress required the Director to determine “whether a substantial new question of
patentability affecting any claim of the patent concerned is raised by” a request for
inter partes reexamination. 35 U.S.C. § 312(a) (2000). Additional statutory provisions
imposed other restrictions on the Director’s authority to commence an inter partes
reexamination. For example, former section 317 barred a third-party requester from
seeking reexamination if the requester had previously lost a civil action challenging
the patent’s validity. See 35 U.S.C. § 317 (2000). Nevertheless, Congress provided only
that “[a] determination by the Director under [section 312(a)] shall be final and nonappealable.” 35 U.S.C. § 312(c) (2000) (emphasis added). The appealability bar thus
foreclosed review only of the “substantial new question of patentability” issue,
without limiting the Court’s jurisdiction to review other restrictions on the
commencement of inter partes reexaminations.
In the AIA, by contrast, Congress provided without qualification that the
USPTO’s decision “whether to institute” a post-grant review is “nonappealable.” 35
U.S.C. § 324(e). Particularly when read against the far narrower appealability bars that
Congress employed in prior statutory schemes, it is clear that Congress intended to
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foreclose relitigation in this Court of any aspect of the USPTO’s decision to institute
a particular post-grant review proceeding.
SightSound argues that the “merger rule” should permit a party to a CBM
proceeding to appeal all non-moot interlocutory decisions on the theory that they are
merged into the Board’s final decision. SightSound Br. 43–44. This Court rejected
that argument in Cuozzo. The patent owner in Cuozzo, like SightSound, argued that
section 314(d), the inter partes review counterpart to section 324(e), simply postpones
review of the USPTO’s decision to institute a post-grant review until the Board issues
a final written decision. 778 F.3d at 1276. The Court, however, held that the AIA
explicitly bars appeals of institution decisions, whether at the time of institution or
after a final written decision: “We conclude that § 314(d) prohibits review of the
decision to institute IPR even after a final decision. On its face, the provision is not
directed to precluding review only before a final decision. It is written to exclude all
review of the decision whether to institute review.” Id.
Even if this Court had not spoken to the issue in Cuozzo, SightSound’s
contention could not be reconciled with the plain language of the AIA. As already
discussed, the only Board decision that Congress authorized this Court to review is
the Board’s “final written decision with respect to the patentability” of the claims at issue.
See 35 U.S.C. §§ 328(a), 329 (emphasis added). The USPTO’s threshold decision to
institute a post-grant review proceeding is not such a decision. See Hiniker, 150 F.3d at
1367. Indeed, many of the statutory factors relevant to the USPTO’s threshold
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decision to institute a post-grant review—such as whether the petitioning party
previously filed a civil action challenging the same patent, 35 U.S.C. § 325(a)(1)—lack
any nexus to the Board’s final written decision on patentability. And, in any event, no
canon of statutory construction can justify interpreting “final and nonappealable” to
mean “provisional and appealable later.”
Moreover, interpreting section 324(e) to permit appeal of the USPTO’s
institution decision as part of an appeal of the final patentability decision would
render section 324(e) entirely superfluous. The APA already permits challenges only
of agency actions that are “final.” 5 U.S.C. § 704. To be “final” within the meaning
of the APA, an agency action: (1) “must mark the ‘consummation’ of the agency’s
decisionmaking process” and “not be of a merely tentative or interlocutory nature”;
and (2) “must be one by which rights or obligations have been determined, or from
which legal consequences will flow.” Bennett v. Spear, 520 U.S. 154, 177-78 (1997)
(internal quotation marks omitted). An agency’s decision to commence a particular
administrative proceeding—a proceeding that may or may not result in any alteration
of the status quo—is not final agency action under the APA. See FTC v. Standard Oil
Co., 449 U.S. 232, 239-243 (1980) (FTC’s issuance of administrative complaint finding
“reason to believe” the defendant had violated the law was not final agency action).
Even in the absence of section 324(e), therefore, a party dissatisfied with the
Director’s decision to institute a post-grant review could not have challenged that
decision until the Board issued its final patentability decision. Cf. Cuozzo, 778 F.3d at
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1276 (“A declaration that the decision to institute is ‘final’ cannot reasonably be
interpreted as postponing review until after issuance of a final decision on
patentability.”). Had Congress intended to merely postpone judicial review until the
Board issued its patentability decision, as SightSound suggests, it would have had no
need to enact section 324(e). Cf. Morgan v. Principi, 327 F.3d 1357, 1361 (Fed. Cir.
2003) (“Congress is presumed to legislate against the backdrop of existing law.”).
This Court should not adopt a reading of section 324(e) that would render Congress’s
efforts to streamline judicial review of USPTO determinations entirely redundant of
APA strictures already in place.
SightSound strains to argue that section 324(e)’s appealability bar applies only
to a narrow set of “threshold findings ‘under’ section 324.” SightSound Br. 44.
According to SightSound, section 324(e)’s appealability bar should be read to apply to
only the determinations required under section 324(a) or (b)—whether a claim is
“more likely than not” unpatentable or that a petition “raises a novel or unsettled legal
question that is important to other patents or patent applications”—and has nothing
to do with other limitations on the institution of post-grant review proceedings. See
id.
That reading is untenable. Section 324, which is entitled “Institution of postgrant review,” is the only section of the Patent Act that grants the Director authority
to make the institution decision. Every institution decision is a decision under section
324. If Congress had intended in section 324(e) to bar appeals only of the USPTO’s
34
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determinations under subsection (a) or (b) of section 324, it would have referred to
those subsections explicitly, as it did in the immediately preceding provision. See 35
U.S.C. § 324(d) (requiring the USPTO to “notify the petitioner and patent owner, in
writing, of the Director’s determination under subsection (a) or (b)”).
If SightSound’s cramped interpretation of section 324(e) were correct,
moreover, that section would not bar an appeal even from the USPTO’s refusal to
institute a post-grant review based on a statutory ground outside section 324, a
proposition this Court has already rejected in the analogous inter partes review
context. See St. Jude, 749 F.3d at 1376 (concluding that 35 U.S.C. § 314(d)’s bar on
appeals of determinations “whether to institute an inter partes review under this
section” precluded appeal of the USPTO’s denial of a petition for failure to satisfy
criterion in 35 U.S.C. § 315(b); see also ZOLL Lifecor Corp. v. Philips Elecs. N. Am. Corp.,
577 F. App’x 991, 993 (Fed. Cir. 2014) (“[N]on-institution decisions fall outside of our
limited review authority.”). Under SightSound’s interpretation, for example, if the
USPTO denies a request for post-grant review because the petition is untimely (35
U.S.C. § 321(c)), because it seeks review on an improper statutory ground (35 U.S.C.
§ 321(b)), or because the petitioner previously filed a civil action challenging the
patent at issue (35 U.S.C. § 325(a)(1)), section 324(e) would not prevent the petitioner
from challenging that non-institution decision in court. Particularly given Congress’s
longstanding history of barring review of USPTO decisions declining to initiate post-
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issuance review proceedings, that result is impossible to ascribe to congressional
design.
In advocating for its narrow reading of section 324(e)’s appealability bar,
SightSound cites Hiniker in a curious manner. SightSound Br. 44 (quoting Hiniker, 150
F.3d at 1366–67). According to SightSound, merely precluding review of
determinations under section 324 (a) and (b) is sufficient to relieve this Court of the
burden of reviewing matters extraneous to patentability. Id. This Court, however,
concluded in Cuozzo that, for the appealability bar to yield its full benefit, it must
preclude review of any institution decision, not just a decision predicated on a
particular statutory subsection. 778 F.3d at 1276–77. Cuozzo confirms that
SightSound’s theory is wrong.
Finally, SightSound argues that if “Congress really had wished to create an
administrative star chamber acting as prosecutor, judge, and executioner, . . . it would
have said so explicitly.” SightSound Br. 45. As explained above, however, Congress
explicitly legislated counter to SightSound’s rhetoric. Congress provided in the AIA
that institution decisions are unreviewable, and the Court confirmed that fact in
Cuozzo. Like SightSound, the patent owner in Cuozzo argued that Congress could not
have intended to allow the USPTO to engage in ultra vires actions in which it
institutes review in flagrant disregard of the statute. 778 F.3d at 1277–78. The Court
addressed that concern by leaving open the possibility of a mandamus petition after a
final written decision—provided that such a petition meets the exacting standards that
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a writ of mandamus requires. See id. SightSound has not even attempted to meet that
burden. See infra Part II.
II.

SIGHTSOUND IDENTIFIES NO REVERSIBLE ERROR IN THE USPTO’S
ACTIONS.
Even if SightSound could relitigate the Board’s institution decisions now, the

Board’s determination that the ’573 and ’440 patents are “covered business method
patents” under the AIA and the USPTO’s regulations was not contrary to Congress’s
intent in creating CBM review. Moreover, the Board’s decision to institute review
based on obviousness in view of the CompuSonics references was not an abuse of
discretion.
As an initial matter, SightSound fails to acknowledge the appropriate standard
of review. SightSound does not challenge the USPTO’s authority under the AIA to
determine when a petition satisfies the “covered business method patent” requirement
or to promulgate rules governing the conduct of Board proceedings. Thus, if the
Board’s decision is reviewable on direct appeal at all, “the only issue here is whether
the [USPTO’s] discharge of that authority was reasonable,” a question that “falls
within the province of traditional arbitrary and capricious review under 5 U.S.C.
§ 706(2)(A).” Arent v. Shalala, 70 F.3d 610, 616 (D.C. Cir. 1995); see also Dickinson v.
Zurko, 527 U.S. 150, 152 (1999).1

1

Moreover, in light of Cuozzo, the “traditional arbitrary and capricious review”
is only the baseline. In Cuozzo, this Court held that the only conceivable route to this

Continued on next page.
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The Board’s actions here fall well within the scope of authority that Congress
granted the agency under the AIA. The Board’s actions come nowhere near
approaching an arbitrary action or abuse of discretion.
A. The USPTO’s interpretation of “covered business method patent”
was reasonable.
The Board found that the ’573 and ’440 patents are “covered business method
patents” because they claim “a method or corresponding apparatus for performing
data processing or other operations used in the practice, administration, or
management of a financial product or service . . . .” AIA § 18(a); 37 C.F.R.
§ 42.301(a). The Board based its determination on the plain language of claim 1 of
the ’573 patent and claim 1 of the ’440 patent. A554–55; A988. Claim 1 of the ’573
patent recites “transferring money electronically via a telecommunication line to the
first party . . . from the second party.” A554. The Board found that “[t]he electronic
transfer of money is a financial activity, and allowing such a transfer amounts to
Court’s reviewing an institution decision would be through a petition for a writ of
mandamus. 778 F.3d at 1277–78. The standard for granting a mandamus petition is
even higher than arbitrary-and-capricious review. See, e.g., In re Regents of Univ. of Calif.,
101 F.3d 1386, 1387 (Fed. Cir. 1996). “Judicial orders may be overturned by
extraordinary writ only when there has been a clear abuse of discretion or usurpation
of judicial authority in the grant or denial of the order.” Id. “The petitioner has the
burden of establishing that its right to issuance of the writ is clear and indisputable,
and that it lacks adequate alternative means to obtain the relief sought.” Id. (citing
Allied Chem. Corp. v. Daiflon, Inc., 449 U.S. 33, 35 (1980); Mallard v. United States District
Court, 490 U.S. 296, 309 (1989)). A mere showing that a lower tribunal’s action could
be reversed on direct review is insufficient to warrant the issuance of a writ. In re
Cordis Corp., 769 F.2d 733, 737 (Fed. Cir. 1985).
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providing a financial service.” A554–55. Similarly, claim 1 of the ’440 patent recites
the steps of “selling electronically,” “charging a fee,” and “charging the account of the
second party.” A988; see also A343 col. 1:32–64. The Board found that “[t]he
electronic sale of something, including charging a fee to a party’s account, is a
financial activity, and allowing such a sale amounts to providing a financial service.”
A988. It was hardly arbitrary or irrational for the Board to conclude that a method of
selling digital audio and video that encompasses “transferring money,” “selling,”
“charging a fee,” and “charging the account” of a party is a method for data
processing or other operations used in the practice, administration, or management of
a financial product or service within the meaning of section 18(a) of the AIA.
In challenging the Board’s determination, SightSound pivots from the plain
language of the claims and the statute and instead attempts to define a “covered
business method patent” to be something narrower than that identified in the AIA.
SightSound Br. 30. SightSound argues that, to relate to a “financial product or
service” within the meaning of section 18(a), “the invention as a whole must be
directed to the management of money, banking, investment or credit.” Id. That
contention is wrong on two counts: The AIA neither restricts a “financial product or
service” to the financial services industry, nor does it demand that the Board consider
what a patent owner self-styles as the “invention as a whole.”
Neither the AIA nor the USPTO’s regulations restrict the definition of a
“financial product or service” to the financial services industry. As noted in the
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background section above, Congress conferred authority on the Director to “issue
regulations establishing and implementing” CBM review proceedings. AIA § 18(a)(1).
Pursuant to that authority, the USPTO issued regulations addressing many aspects of
CBM proceedings, including the application of the AIA’s definition of “covered
business method patent.”
Before it became final, the USPTO’s proposed regulation for defining “covered
business method patent” drew comments from a number of stakeholders. The
USPTO proposed to implement a definition that mirrored the definition in the AIA:
“a patent that claims a method or corresponding apparatus for performing data
processing or other operations used in the practice, administration, or management of
a financial product or service, except that the term does not include patents for
technological inventions.” Transitional Program for Covered Business Method
Patents—Definitions of Covered Business Method Patent and Technological
Invention, 77 Fed. Reg. 48,734, 48,735 (Aug. 14, 2012); see also 37 C.F.R. § 42.301(a).
Several commenters suggested that the USPTO further elucidate one component of
the AIA’s definition—whether the claim in question is directed to a “financial product
or service”—outside the boundaries of the statute. See 77 Fed. Reg. at 48,735.
Proposals included defining the term according to a two-factor test; clarifying that
“the determination of a ‘covered business method patent’ would not be satisfied by
merely reciting an operating environment related to data processing or management
of a financial product or service”; and specifically referencing class 705 of the United
40

Case: 15-1159

Document: 34

Page: 50

Filed: 04/13/2015

States Classification System in the definition. Id. at 48,735, 48,736 (comments 2, 4,
and 5). Notably, some commenters urged the agency to expressly limit the definition
to the “products or services of the financial services industry,” as SightSound does
here. Id. at 48,736 (comment 3).
The USPTO declined to implement any of those modifications, including
limiting the definition to the financial services industry, because the proposals
threatened to steer the determination away from the actual language of the statute. Id.
at 48,735. The USPTO reasoned that Congress did not restrict “financial product or
service” to the financial services industry because Congress used broad language
referring to financial “products” and “services,” not specific language referring to
“industries.” Id. Had Congress intended to restrict the definition to a particular
industry, Congress could have done so, but it did not. Id. at 48,736 (noting that “the
legislative history reveals that ‘[t]he plain meaning of “financial product or service”
demonstrates that section 18 is not limited to the financial services industry’”)
(quoting 157 Cong. Rec. S5432 (daily ed. Sept. 8, 2011) (statement of Sen. Schumer,
contradicting statements made by other Members of Congress “attempt[ing] to
suggest a narrow reading of the definition” of “covered business method”)).2

2

SightSound suggests that the USPTO and the Board improperly relied on
Senator Schumer’s statements to “trump” SightSound’s narrow reading of the
definition. SightSound Br. 33. But it is SightSound, not the USPTO, that seeks to
read into the statutory text limitations that Congress conspicuously did not enact.

Continued on next page.
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Here, the Board followed the text of the AIA and the USPTO’s regulations
when it applied the definition of “financial product or service.” The Board’s, and the
USPTO’s, view that CBM patents are not limited to the financial services industry is
the product of a careful, reasoned rulemaking exercise in which the agency considered
and rejected the narrow reading of the statute that SightSound advocates. The
Board’s definition is commensurate with the scope of the statute and USPTO
regulations.3
SightSound, additionally, attempts to focus the inquiry on what it calls the
“inventions[s] as a whole.” SightSound Br. 30. SightSound contends that its
inventions “as a whole” are not directed to statutorily defined “financial products or
services,” but to “a multi-step, technological process for transmitting and storing
digital music and video.” Id. But USPTO regulations do not instruct the Board to
The legislative floor statements on which SightSound relies (Br. 33 & n.7) only
underscore that the statutory text itself imposes no such limitation.
3

Before the Board, SightSound argued that even if claims of the ’573 and ’440
patents are directed to a “financial product or service,” the patents qualify for the
“technological invention” exception to the CBM definition in AIA section 18(d)(1).
The Board found that the “technological invention” exception does not apply to the
’573 and ’440 patents. A558–60; A991–94. While SightSound states in the summary
of the argument in its opening brief that “the Board disregarded the fact that the
SightSound patents are not CBM patents, but instead claim a technological invention
that has no relevance whatsoever to a ‘financial product or service,’” SightSound Br.
26, SightSound does not independently argue elsewhere in its Brief that the Board
erred in finding that the “technological invention” exception does not apply. The
“technological invention” analysis is independent from the “financial product or
service” analysis. SightSound, therefore, has waived any challenge to the Board’s
determination on the “technological invention” exception.
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view patents at issue in light of how a patent owner characterizes them. When it
passed the regulations governing CBM review, the USPTO determined that the Board
would evaluate whether a patent is a “covered business method patent” by examining
the language of the claims. See id. at 48736 (comment 8); see also 37 C.F.R. § 42.301(b).
The USPTO also determined that a patent with one or more claims directed to a
covered business method is subject to CBM review, even if the patent contains other
claims. See id. The Board followed that approach here. The Board examined claim 1
of each patent at issue and found that it was directed to a financial product or service.
It was not arbitrary or irrational—and certainly not an usurpation of authority—for
the Board to focus its analysis on the claim language rather than SightSound’s selfserving characterization of its inventions.
B. The Board did not abuse its discretion when it instituted review on
obviousness based on the CompuSonics references.
In its petitions, Apple asserted that the CompuSonics references anticipated the
challenged claims of the ’573 and ’440 patents. The Board instituted review on that
ground. The Board also found that it was more likely than not that the CompuSonics
references rendered the claimed inventions obvious, even though Apple did not
expressly articulate an obviousness theory based on the CompuSonics references in its
petitions. A570–71; A1002–03. In its final written decisions, the Board found that
Apple failed to carry its burden of persuasion on the anticipation theory, but it did
find that Apple carried its burden on obviousness. A23–25; A90–92. Thus, the
43

Case: 15-1159

Document: 34

Page: 53

Filed: 04/13/2015

Board ultimately found unpatentability based on the same body of evidence that
Apple presented with its petitions, but the Board applied a legal rationale that Apple
did not expressly argue in the petitions.
The Board acted entirely within its discretion when it took that approach. As
an initial matter, the Board acted against a regulatory backdrop that supported its
decision. Beyond the minimums specified by statute, Congress delegated authority to
the Director to prescribe when post grant review, and therefore CBM review, will be
instituted. E.g., 35 U.S.C. § 326(a)(2) (allowing the Director to “set[] forth the
standards for the showing of sufficient grounds to institute a review under
subsections (a) and (b) of section 324”) & 35 U.S.C. § 324(a)(4) (allowing the Director
to “establish[] and govern[] a post-grant review under this chapter”).
Under that statutory grant of authority, the Director has promulgated
regulations that permit institution whenever the statutory criteria are met. See 37
C.F.R. § 42.208(c). Of particular relevance here, 37 C.F.R. § 42.208(c) provides that
sufficient grounds exist for the Board to institute review when the Board decides that
“the petition supporting the ground[s] would, if unrebutted, demonstrate that it is more
likely than not that at least one of the claims challenged in the petition is
unpatentable.” Id. (emphasis added). “Supporting the grounds” is broad: It means
that a petition and the evidence offered with the petition demonstrate that it is more
likely than not that at least one challenged claim is unpatentable. “Supporting the
grounds” does not restrict institution to cases where the “petitioner’s arguments” or
44
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the “statutory sections cited by the petitioner” demonstrate a likelihood of
unpatentability. As long as the petition and evidence support unpatentability under
the “more likely than not” standard, they provide a sufficient basis for institution.
Because the regulation is the product of the Director’s authorized exercise of
rulemaking authority, it is entitled to deference. Chevron, 467 U.S. at 842-43; see also
Cuozzo, 778 F.3d at 1282 (“Because Congress authorized the PTO to prescribe
regulations, the validity of the regulation is analyzed according to the familiar Chevron
framework.”).
Applying 37 C.F.R. § 42.208(c), the Board concluded that Apple’s petitions
“supported the ground of obviousness.” A26–27; A93. Because the Board was
interpreting the agency’s own regulation, its conclusion is entitled to deference. Auer,
519 U.S. at 461. The Board’s conclusion is also well supported by evidence in the
record. In each institution decision, the Board cited the evidence that it believed
supported an obviousness ground of unpatentability: the CompuSonics references
that Apple tendered; declarations showing that the CompuSonics references were
disclosed publicly (Schwartz) and that the CompuSonics references taught every
limitation of the challenged claims (Dr. Kelly); and Apple’s claim charts. See, e.g.,
A562–71; A995–1003; A5250; A5297–5305; A9471; A9518–27; A12705–11. The
Board cited a sufficient basis, grounded in the petitions and associated evidence, to
support institution on obviousness based on the CompuSonics references. Neither
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the statute nor the regulations required Apple to say the word “obviousness” in the
petitions.4
In addition to its flawed challenge to the Board’s application of the agency’s
regulations, SightSound contends that the Board’s instituting on obviousness was
otherwise unfair to SightSound and violated due process principles. SightSound’s
contentions are meritless. SightSound Br. 35–43.
First, the Board did not shift the burden to SightSound to prove patentability.
See SightSound Br. 42 (arguing that the Board “presumed” its patents obvious”). In a
post-grant review, “the petitioner shall have the burden of proving a proposition of
unpatentability by a preponderance of the evidence.” 35 U.S.C. § 326(e). That is
exactly what the Board required Apple to do. In its final written decisions, the Board
considered the evidence that the parties offered, and explained why Apple’s evidence
established obviousness by a preponderance of the evidence and SightSound’s
evidence failed to rebut Apple’s case. E.g., A27–54; A94–121. Moreover, the Board
found that Apple did not meet its burden as to anticipation. A23–24; A90–91. The

4

The Court should assign no weight to SightSound’s estoppel arguments,
SightSound Br. 40–41, which are policy arguments that have no basis in the AIA or
regulations. The estoppel arguments are also irrelevant and unnecessary to resolve in
this appeal. SightSound is not asserting estoppel against Apple. Nor could it, because
this is not an appeal from a successive petition before the Board or district court
action in which SightSound could have potentially asserted estoppel. Whether
SightSound—or a hypothetical party, for that matter—could assert estoppel in a
hypothetical proceeding in the future is not in issue here.
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Board’s distinguishing between the sufficiency of Apple’s evidence on each proposed
ground of unpatentability shows that the Board held Apple to its burden.
That the Board first posited in its institution decisions a potential obviousness
ground of unpatentability based on the CompuSonics references does not mean that
the Board shifted the burden of persuasion. The Board must set forth a sufficient
finding in its institution decisions that it is more likely than not that at least one
challenged claim is unpatentable. 35 U.S.C. § 324(a). The mere fact that the Board
recognized that Apple’s evidence was better suited to an obviousness ground of
unpatentability than an anticipation ground does not pose a problem. Indeed,
SightSound does not contend that the Board shifted the burden as to anticipation,
even though the Board posited a potential anticipation ground, just as it did with
respect to obviousness.
Second, the Board afforded SightSound ample opportunity to address the
proposed obviousness ground of unpatentability, and SightSound availed itself of
that opportunity. E.g., A577–65; A1010–95; but see SightSound Br. 42 (“SightSound
faced a Kafkaesque scenario of having to preemptively refute obviousness arguments
never articulated in Apple’s petitions.”). In its institution decisions, the Board
identified the CompuSonics references that it believed could support an obviousness
ground and preliminarily concluded that combining the CompuSonics references
represented “the combination of prior art elements according to their established
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functions, within the skill of the ordinarily skilled artisan, and yielding predictable
results.” A566–71; A999–1003; A570 & A1002 (both citing KSR, 550 U.S. at 416–18).
SightSound clearly understood the Board’s initial obviousness views, because it
responded to those views in its patent owner’s response. A577–65; A1010–95.
SightSound devoted roughly twenty pages in its response brief in each case to arguing
that the claimed inventions would not have been obvious even in view of the
CompuSonics references. A644–65; A1074–95. SightSound argued that a person of
ordinary skill in the art would not have had reason to combine the CompuSonics
references because CompuSonics was concerned with a problem different than that
of the claimed inventions. A645–47; A1074–77. Specifically, SightSound argued,
“CompuSonics focused on the size of the audio and digital files themselves. . . . The
[’573 and ’440 patents did] not treat the size of digital files as the main limitation
hindering electronic sales of digital audio and video[;] . . . [they were] directed to
changing the distribution of audio and video . . . .” A645–47; A1074–77.
Throughout its briefs, SightSound cited and attempted to rebut the documentary and
testimonial evidence about the CompuSonics references that Apple offered with its
petitions. A644–65; A1074–95. SightSound also argued that “overwhelming”
evidence of secondary considerations compelled a finding of non-obviousness and
offered its own evidence to support its secondary-consideration arguments. A651–65;
A1081–95.
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The patent owner’s responses were not SightSound’s last bite at the apple.
SightSound’s counsel engaged with the Board on multiple occasions about
obviousness and the CompuSonics references during trial. E.g., A765–67; A774–89.
SightSound’s counsel argued that, even though individual components employed in
the SightSound system might have been known in the art, the claimed methods, as a
whole, would not have been obvious. A765–66. SightSound’s counsel also argued
that CompuSonics could not be characterized as a single system—an argument with
which the Board ultimately agreed. A776–77. And SightSound’s counsel presented
arguments on secondary considerations. A778–89.
After the hearing, the Board permitted SightSound to file an additional brief,
even though SightSound was not entitled to one as of right under the Board’s rules.
SightSound filed a fifteen-page brief, in each CBM proceeding, devoted to
obviousness. See generally A814–33; A1243–62. SightSound repeated its argument that
the CompuSonics system was not a single system. A819; A1248. And SightSound
directly challenged the theory that the claimed inventions were combinations of prior
art elements according to the established functions. A822; A827–28; A1251; A1256–
57. SightSound argued that the claimed inventions ran directly counter to the
paradigm at the time, which was embodied by the CompuSonics system, because the
claimed inventions used non-removable storage media, while CompuSonics used
removable media. Id.
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The Board acted as any prudent judicial body would when it raised the
obviousness issue at institution. It ensured that the record was fully developed and
that the parties were heard before it rendered a decision. It is difficult to imagine
what else the Board should have given SightSound.5
Third, SightSound is wrong to cite case law from reexamination appeals to
suggest that the Board’s instituting CBM review on obviousness was unfair. See
SightSound Br. 57 (citing Rambus v. Rea, 731 F.3d 1248, 1258 (Fed. Cir. 2013); In re
Stepan Co., 660 F.3d 1341, 1345 (Fed. Cir. 2011); and In re Leithem, 661 F.3d 1316, 1319
(Fed. Cir. 2011)). In Rambus, Stepan, and Leithem, this Court reversed the Board for
affirming rejections in examination proceedings based on grounds that the Board
articulated for the first time on appeal. See id.
As explained above, the Board’s instituting CBM review on obviousness based
on the CompuSonics references was not “new” because Apple’s petitions supported
that ground of unpatentability. Moreover, the new-grounds-of-rejection rule does not
apply to a CBM proceeding. By their own terms, the new-grounds rules set forth in
37 C.F.R. § 41.50(b) and 37 C.F.R. § 41.77(b) do not apply to CBM reviews. Those
sections apply only to examination and reexamination. See 37 C.F.R. §§ 41.30, 41.31(a)

5 Although SightSound lodges a fleeting complaint about how the Board
“hamstrung” SightSound by denying its motion to take certain discovery, SightSound
Br. 68, SightSound offers no specific argument as to why that denial was an abuse of
discretion. SightSound has therefore waived any challenge to the denial of discovery.
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(limiting appeals under Subpart B of Part 41 to patent applicants and owners of
patents undergoing ex parte reexamination); id. §§ 41.60, 41.61(a)(1) (limiting appeals
under Subpart C of Part 41 to patent owners and third-party requesters in inter partes
reexaminations). Subparts A and B of Part 42—the subparts of title 37 of the Code
of Federal Regulations that govern the new AIA proceedings and inter partes
review—do not include a new-grounds-of-rejection rule.
Examination’s new-grounds-of-rejection rule is incompatible with the trial-like
structure of inter partes review. In examination, the Board’s role is limited to
appellate review of an examiner’s decision. See 37 C.F.R. §§ 41.31(a), 41.61(a); 35
U.S.C. §§ 134, 315 (as in effect prior to September 16, 2012). The new-grounds rule
thus cabins the Board to its appellate role and preserves the rejection-and-response
process of examination. It ensures that the patent owner is given notice why the
USPTO believes his or her claims are unpatentable and is allowed to respond—and
return to examination if desired. Thus, the remedy for an improper new ground of
rejection in an examination or reexamination proceeding is a remand to the agency.
CBM review, by contrast, involves neither examiners nor rejections, and there is
no possibility of a remand to the agency. Instead, it is the petitioner who must show
unpatentability by a preponderance of the evidence. See 35 U.S.C. § 316(e). That is
what Apple did here.
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CONCLUSION
The Court lacks jurisdiction to review the issues addressed in this brief. The
Court recently confirmed that conclusion in Cuozzo. Even if the Court does review
these issues, the Board’s actions were not arbitrary, capricious, or an abuse of
discretion. The decisions of the Board, therefore, should be affirmed.
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