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I. INTRODUCTION

Patent Owner Diogenes Limited (“PO”) submits this preliminary response to
the Petition for Inter Partes Review (“Petition”) of US 10,970,969 (“the ’969
patent”) (EX-1001), filed by DK Crown Holdings Inc. (f/k/a DraftKings, Inc.)
(“Petitioner”™).

Petitioner presents a single ground: obviousness of claims 1, 2, 8, 9, 13-16,
20-27, 29, and 30 (“the challenged claims™) over U.S. Patent Application Publication
No. 2008/0311981 (“Schugar”) (EX-1005) in combination with U.S. Patent
Application Publication No. 2008/0113765 (“DeWaal”) (EX-1004).

Petitioner’s combination suffers from a fatal defect—insufficient motivation
to combine. The DeWaal disclosures Petitioner relies on focus on a bonus game,
while Schugar is directed solely to a primary game—i.e., two game types that are
wholly distinct and not automatically combinable. Bonus games and primary games
can function together, but do not naturally align with one another, and thus a person
of ordinary skill in the art (“POSITA”) would not look to one to modify the other.
Vancura Declaration (EX-2001), 114, 51-54, 100-113; see generally EX-2002-2009

(bonus game disclosures naming PO’s expert as an inventor).

1 DeWaal was presented to the Office during prosecution of the *969 patent in an
Information Disclosure Statement (IDS).

1
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Petitioner wholly fails to even address or acknowledge that DeWaal is
directed to bonus games and Schugar is directed to primary games, let alone provide
a motivation to combine these distinct game types. As PO’s expert Dr. Vancura
explains, a POSITA would not have been motivated to combine DeWaal’s bonus
game with Schugar’s primary game, EX-2001, {{80-113, and in any event,
Petitioner’s failure to even attempt to provide a motivation to combine a bonus and
primary game is fatal to the Petition.

Thus, as set forth in more detail below, PO respectfully requests that the Board
deny institution because Petitioner failed to meet its burden of establishing a
reasonable likelihood of success that it will prevail in showing that the challenged
claims are unpatentable.

II. OVERVIEW OF THE *969 PATENT

The *969 patent is generally directed to “a new betting product developed for
a wide range of applications, including any event where betting may be utilized.”
EX-1001, 5:30-33. Players may make selections in a number of different legs of an
event, which “can include any of a variety of different discrete events,” such as, for
example, innings of a baseball game, a set in tennis, one or more at bats by a
particular player, or two sequentially occurring football games. Id. at 34:26-28.
Winning players of each leg “have an opportunity to solely obtain and/or share in

the proceeds of the stakes of all the other players ... and have the opportunity to win
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a prize,” such as “a Jackpot Pool (e.g., for all correct selections), potentially a Bonus
Pool (e.g., for one additional outcome the following week, game, or event) and/or a
possible Consolation Pool (e.g., for a subset of correct selections, or other pre-
defined forms of partial correctness, such as, for example: did a horse place for
consolation, rather than win for jackpot).” Id. at 34:35-53.

One unique aspect of the *969 patent’s invention is that, at any time after the
initiation of an event, any desired number of players who remain eligible for a prize
“may be offered a ‘buy-out’ or an opportunity to sell their tickets (in whole or
alternatively may be in part (i.e., a fractional amount) to the game operator or
through the game operator (or alternatively directly) to a third party (e.g., one or
more system operator(s), business entity or entities such as a merchant(s), one or
more other persons, other player(s), etc.).” 1d. at 35:15-23. For example, “the game
operator (or any other entity) may offer the player a fractional amount of the
potential Jackpot Pool to buy the ticket for the still pending game(s).” 1d. at 35:24-
26. This option provides the benefit of offering “the player the opportunity to cash
in and avoid the risk of being eliminated on a later leg or the final event.” Id. at
35:27-28.

This unique buy-out feature provides additional decisions for the player,
which creates added excitement and engagement during the legs—thus fulfilling the

need in the gaming industry “for new products to generate and maintain consumer
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interest.” 1d. at 1:51-52. The *969 patent further discloses a continuous ability to
trade or sell tickets back to the system operator, where the bet may be extremely
time sensitive, and that the buy-out may occur during live play, which further serves
to increase excitement. Id. at 23:9-12 (“It is further contemplated that the ability to
trade or sell tickets back to the system operator may be continuous, and also in these
circumstances, the bid may be extremely time sensitive”).

The 969 patent also provides servers, networks, and wagering hardware, such
as wagering input devices, as part of its invention that allow player interaction
through online betting. Id. at 6:39-47. As shown in Figs. 1 and 2, the 969 patent’s
system “includes a network, including a system controller, for example, such as
based on a central server system 12 being interconnected through the internet 10 to
a plurality of wager input devices such as wagering stations 14, wagering terminals
(including self-service wagering terminals) 16, and internet connected computing
systems 18, smart phones 20, tablet computers 22 and televisions 24 each of which
is representative of a plurality of each type of wager input device (e.g. wagering

stations 14A-N).” Id.
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Figure 3 further illustrates the process steps of the program and operation of
the central server system 12 associated with the pool wagering system and represents
an exemplary functional architecture of a program hosted or supported by the central

server system 12. 1d. at 9:63-64.
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Id. at FIG. 3.

“The core program is represented by the center block identified as the “Mid
Tier” program 402. The Mid Tier program 402 interacts with the respective customer
and website administrator input programs in the left side block identified as the
Website program 404, as well as the accounting programs in the right side block
identified as the Micro Tote program 408. The Mid Tier program 402 communicates

using an ‘Application Program Interface’ hereinafter ‘API,” allowing bi-directional

EAST\200930556.3



Patent Owner Preliminary Response
IPR2023-00266

communication to, and through, the Mid Tier program 402, as represented by the
Merchant API 406 as between the Website program 404 and the Mid Tier program
402, and the Tote API1 410 as between the Micro Tote program 408 and the Mid Tier
program 402, reference lines.” Id. at 9:65-10:11. “The Mid Tier program 402, as
shown in FIG. 3, may include a Merchant API 420 program, a Cash-in 422 program
and an Administration 424 program.” 1d. at 10:12-14.

The wagering terminals and other wagering input devices “allow a player to
place a wager on a series of (or separate discrete) sporting events” or other types of
events. Id. at 13:16-18. In so doing, “the player would select the winners... for each
particular sporting event.” Id. at 13:20-22. Thereafter, “the player would receive
either a printed ticket or an electronic ticket representing the selections and the
amount of the bet.” 1d. at 13:23-25. “The controller or server system 12 would...
determine any payout requirements... in the event of a successful selection of all of
the events.” Id. at 11:25-30.

In accordance with the buy-out option, “[w]hen the player decides to end the
game play, he can select the cash out button at which time the player may receive
cash or other payout mechanisms such as tickets or credit slips redeemable by a
cashier (or other suitable redemption system) or funding to the player's electronically
recordable identification card or the player's online account.” Id. at 27:16-21. In

one embodiment, “the player may be offered the option of cashing out a percentage
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of the potential Jackpot Pool, for example by depressing the cash out button the
players sells 10% or 25% of the potential Jackpot Pool for the amount offered on the
display.” Id. at 27:5-9. An “authorized player or manager may then elect to cash
out the ticket by selecting the ‘cash out’ icon” that is displayed. Id. at 43:44-46.
Figure 5 shows an exemplary logic of the software subroutine program of the

central server system including the unique buy-out feature described above:

FIGURE 5
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As shown, steps involve the central server receiving information on the
wagering event, e.g., sports matches, counting active tickets based on the number of
winning players, pricing the active tickets, determining an attributed price and offer
price for the ticket, and communicating the offer price to the active ticket holder.
See id. at 24:24-46. Players who do not accept a buy-out proceed with the remainder
of the game and hold the opportunity to win a jackpot if the player’s ticket happens
to be a winning ticket. See id. at 29:40-42. Likewise, players who partially buy-out
will proceed with the game and hold the opportunity to win a portion of the jackpot
should the player win. Seeid. at 17:11-19.

Additionally, if a player retains at least a portion of a ticket that is successful,
the player is entitled to play a bonus game, where the player may make an additional
selection and be eligible for an additional prize. See id. at 35:51-55. In certain
examples, the player will be allowed one or more selections, “but will only win the
fraction of the Bonus Pool that he holds in the winning ticket.” 1d. at 23:25-26. But,
in other examples, “a player may be allowed to decouple a ticket,” such that “the
remaining parts of the ticket,” such as the bonus pool, are unaffected. Id. at 23:27-
35. In either case, the bonus game leading to the bonus pool and/or prize is triggered
after the primary or base game has concluded, i.e., after the player has obtained a
“winning ticket,” which is consistent with how a POSITA would understand a bonus

game to work. See EX-2001, {101.
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The claims of the 969 patent capture further unique features of a system
including cash out. See EX-1001.

III. SUMMARY OF REFERENCES IDENTIFIED BY PETITIONER

Petitioner relies on two references: Schugar and DeWaal. A brief discussion
of each reference is provided below.

A.  Schugar

The Petition relies on Schugar as the primary reference. Schugar is titled
“Wagering Game That Allows Player To Alter Payouts Based on Equity Position”
and published on December 18, 2008. Schugar is directed to a wagering game that
“allows a player to borrow money against the player's position in a game already in
progress.” EX-1005, 1[0020]; see also EX-2001, 1170-79. A POSITA would have
understood and continue to understand that Schugar’s disclosure “is solely directed
to a primary game.” EX-2001, {70.

Schugar notes that when a player “is playing a game in which the player can
be ‘winning’ before the game is over, the player may wish to have a way to cash in
on the winning state before completing the game.” EX-1005, {[0077]. That player
“may find it attractive to be able to accumulate (or ‘bank’) a portion of a positive
expectation situation for later redemption.” ld. In this manner, “even if the player
ultimately loses his or her wager, the player has not lost everything because the
banking has been performed.” 1d. “This can be prompted by an automatic pop-up

10
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window which allows the player to choose whether he wishes to bank some or all of
his recent gains in expectation for later redemption (with a return of the game state
to the prior or other position with lesser expected value than the current state).” 1d.
at 1[0092]. A player can bank his or her positive expectation “for later retrieval when
the player is playing a same or different game at a later point in time.” 1d. at [0093].

Like the *969 patent, Schugar draws a distinction between its primary base
game and bonus games, noting that, in one specific example, “a further bonus game
can be initiated.” Id. at 1[0130]. Schugar only discusses the ability to bank a positive
expectation in a primary game. There is no disclosure of the bonus game including
this feature. EX-2001, 77.

Further, the bonus game of Schugar is only discussed in the context of a
primary or base game in which ‘““a hunter piece is hunting two hunted pieces” and
“the hunted pieces escape.” EX-1005, 1[0130]; EX-2001, §77. There is no disclosure
of a bonus game in relation to any embodiments in which the primary game is a
sporting event. EX-2001, {77.

B. DeWaal

The Petition relies on DeWaal as the secondary reference. DeWaal is titled
“Gaming System and Method Providing Venue Wide Simultaneous Player
Participation Based Bonus Game” and published on May 15, 2008. DeWaal is

generally directed to “a multi-round bonus event to a plurality of players wherein

11
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each players’ input(s) determine, at least in part, an award, if any, provided to that
player for the bonus event.” EX-1004, §[0009].

DeWaal describes the bonus as a “secondary game” that occurs separately
from a “primary” or base game and offers different incentives to players. EX-2001,
151.

DeWaal discloses that the primary or base game may be “any suitable reel-
type game, card game, cascading or falling symbol game, number game or other
game of chance susceptible to representation in an electronic or electromechanical
form, which in one embodiment produces a random outcome based on probability
data at the time of or after placement of a wager” including a “slot game with or
more paylines,” a “video poker” game, a “keno” game, and a “bingo” game. EX-
1004, 111[0064]-[0065], [0076]-[0078], [0089]; EX-2001, {51.

The bonus game may be “reel/slot games, card games (e.g., poker, blackjack),
lottery games, selection games, offer and acceptance games, wheel games, dice
games, free spin games, competition games, skill games, perceived skill games or
games that include one or more rounds of game play.” EX-1004, 1[0108]; EX-2001,
151.

Importantly, DeWaal only discusses offering “selection games™ only as a type
of bonus game. See e.g., id. at §[0013], [0108], [0119], [0127], [0128], [0132],

[0163], [0166]. Further, DeWaal defines a “selection game” as “non-skill based”

12
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game. Id. at § [0013]; EX-2001, 1112. In contrast, sports betting is a game of skill.
EX-2001, f112.

Accordingly, DeWaal does not disclose a system that can implement a
“selection game” as a primary game or provide an “award to quit” in a primary game.
Id. at J111. Further, DeWaal does not disclose that either the base/primary game or
the bonus game can be a sporting event. Id. at §112.

DeWaal also draws a distinction between primary and secondary games. See
id. at [0003]-[0004]; see also EX-2001, 1151-69. In a base or primary game, the
player receives an award based on the correct selection of symbols. EX-1004,
[0075]. Examples of primary games include poker, multi-hand video poker, and
keno. See id. at J[0076]-[0078]. In addition to winning credits or other awards in
a primary game, DeWaal discloses that “the gaming device may also give players
the opportunity to win credits in a bonus or secondary game or bonus or secondary
round,” that “enables the player to obtain a prize or payout in addition to the prize
or payout, if any, obtained from the base or primary game.” Id. at [0079]. DeWaal
explains that bonus games are advantageous because “a bonus or secondary game
produces a significantly higher level of player excitement than the base or primary
game because it provides a greater expectation of winning than the base or primary
game and is accompanied with more attractive or unusual features than the base

or primary game.” ld. (emphasis added).

13
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Thus, DeWaal discloses that primary and bonus games are distinct. Unlike
primary games, secondary or bonus games “usually provide an additional award to
the player” and “usually do not require an additional wager by the player to be
activated.” Id. at §9[0004], [0079]. Secondary or bonus games “are generally
activated or triggered upon an occurrence of a designated triggering symbol or
triggering symbol combination in the primary or base game.” Id. In other words,
bonus games, such as those disclosed by DeWaal and the *969 patent, are typically
triggered by events in the primary game. See EX-1001, 18:15-19 (“Those players
who correctly select scores and winners of each leg will share the maximum of either
the guarantee, or the stakes of all the others (less any applicable deductions) and also
gain entry into a bonus pool.”). For example, “a bonus symbol occurring on the
payline on the third reel of a three reel slot machine may trigger the secondary bonus
game.” EX-1004, 1[0004]. Bonus games may also be “similar to or completely
different from the base or primary game,” but in either case, are distinct games. Id.
at 1[0079].

DeWaal further discloses that bonus games provide additional excitement to
players above that of a primary game: “Part of the enjoyment and excitement of
playing certain gaming machines is the occurrence or triggering of the secondary or

bonus game (even before the player knows how much the bonus award will be). In

other words, obtaining a bonus event and a bonus award in the bonus event is part

14
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of the enjoyment and excitement for players.” 1d. at [0003]. The bonus game may
include a number of rounds and players can win an additional award associated with
each bonus round. Id. at §[0018]. If the player picks a designated selection in one
of the rounds, the central controller offers that player to either quit the bonus event
and keep the total award accumulated in the bonus event or continue the bonus event
and play a subsequent round. See id. If the player chooses to quit, the central
controller provides (or causes that player to be provided) with the accumulated
award. See id. The offers to quit are offered between rounds of the bonus event.
See id. at 1[0158].

IV. CLAIM CONSTRUCTION

Patent Owner agrees, for the purposes of this preliminary response, that that
the claim terms can be afforded their plain and ordinary meaning. See Phillips v.
AWH Corp., 415 F.3d 13030 (Fed Cir. 2005) (en banc). Patent Owner reserves the
right to fully proffer its own constructions for any claim terms in its Patent Owner’s
Response under 37 C.F.R. 8 42.120 should an inter partes review be instituted.

V. PETITIONER HAS NOT ESTABLISHED A REASONABLE
LIKELIHOOD OF SUCCESS

Petitioner’s arguments that Schugar and DeWaal meet the limitations of
claims 1, 2, 8, 9, 13-16, 20-27, 29, and 30 fails to demonstrate a reasonable

likelihood of success of unpatentability of any claim of the *969 patent.

15
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First, a POSITA would not have been motivated to combine Schugar and
DeWaal and Petitioner’s allegations regarding motivation to combine these
references and the different embodiments within DeWaal are insufficient. Second,
DeWaal fails to meet certain claim limitations. Third, the facts support discretionary
denial under Sections 314(a) and 325(d).

A. Petitioner Fails to Provide a Sufficient Motivation to Combine

Petitioner’s ground is deficient because a POSITA would not have been
motivated to combine Schugar and DeWaal and Petitioner’s motivation to combine
allegations are insufficient. An IPR petition alleging obviousness is required to
show a motivation to combine, and Petitioner has failed to adequately allege a
motivation to combine because Petitioner failed to provide a motivation to combine
the differing embodiments of Schugar’s primary game with DeWaal’s bonus game.

The differences between a bonus game and a primary game are well known
in the art, as demonstrated by the 969 patent, Petitioner’s references, and other
references cited herein. EX-2001, 151-69, 83-113. The 969 patent, for example,
differentiates between a primary game containing a “jackpot pool” and a bonus game
or “bonus pool.” EX-1001, 17:50-52 (“In addition, in certain examples, games may
include a Consolation Pool and/or a Bonus Pool in addition to a jackpot.”).
Specifically, a bonus game or consolation game may be offered in addition to a

regular jackpot, where “[t]hose players who correctly select scores and winners of

16
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each leg will share the maximum of either the guarantee, or the stakes of all the
others (less any applicable deductions) and also gain entry into a bonus pool.” Id.
at 19:63-67 (emphasis added). In other words, a player gains entry to the bonus
game only after winning the base game. See also id. at 19:67-20:3 (“The Bonus
Pool may be won or shared by any individuals that successfully choose one or more
correct score(s) the following week, or a nominated time or similar.”), id. at 21:11-
16 (“In a first embodiment of the system and product, with respect to each ticket
purchased the split following the takeout (e.g., set at 25%) may be as follows: 75%
to fund the Jackpot Pool, 15% to fund the Bonus Pool, and 10% to fund the
Consolation Pool(s). Other splits may be desirable and are expressly
contemplated.”), id. at 21:24-28 (“The following week, winners would get the
opportunity to select a correct score (for each successful ticket) from a featured
match to be in with a chance of winning the Bonus Pool. Anyone who correctly
predicts that correct score would therefore net a share of the Bonus Pool.”), id. at
21:29-31 (“Should the Jackpot Pool and Bonus Pool not be won for a few weeks,
then those pools may build up to very significant amounts.”).

Petitioner’s own references also acknowledge the differences between a bonus
and primary game. For example, DeWaal discloses that, unlike primary games,
secondary or bonus games “usually provide an additional award to the player” and

“usually do not require an additional wager by the player to be activated.” EX-1004,
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[0004]. Secondary or bonus games ‘“‘are generally activated or triggered upon an
occurrence of a designated triggering symbol or triggering symbol combination in
the primary or base game.” Id.

DeWaal further discloses that a bonus game offers different incentives from
primary games. See also EX-2001, 1151-69. Specifically, DeWaal discloses that
bonus games provide additional excitement to players above that of a primary game:
“Part of the enjoyment and excitement of playing certain gaming machines is the
occurrence or triggering of the secondary or bonus game (even before the player
knows how much the bonus award will be). In other words, obtaining a bonus event
and a bonus award in the bonus event is part of the enjoyment and excitement for
players.” EX-1004, f[0003].

For these reasons, a POSITA would have understood that certain game types
are more suited for bonus games, rather than primary games, because of how the
games function differently. EX-2001, §100. In fact, DeWaal explicitly lists different
types of games that would be compatible with its primary game and bonus game.
For example, DeWaal discloses that the primary or base game may be “any suitable
reel-type game, card game, cascading or falling symbol game, number game or other
game of chance susceptible to representation in an electronic or electromechanical
form, which in one embodiment produces a random outcome based on probability

data at the time of or after placement of a wager” including a “slot game with or
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more paylines,” a “video poker” game, a “keno” game, and a “bingo” game. EX-
1004, 11]0064]-[0065], [0076]-[0078], [0089]; EX-2001, Y51.

The bonus game may be “reel/slot games, card games (e.g., poker, blackjack),
lottery games, selection games, offer and acceptance games, wheel games, dice
games, free spin games, competition games, skill games, perceived skill games or
games that include one or more rounds of game play.” EX-1004, [0108]; EX-2001,
151.

Schugar also draws a distinction between its primary base game and bonus
games by noting that a bonus game can be triggered by a base game when the
primary game ends (e.g., results in a tie). EX-1005, 1[0130] (“If the hunted pieces
escape, then the game results in a tie or a further bonus game can be initiated.”).
Despite Schugar’s reference to a bonus game, Schugar makes no attempt to state or
imply that its banking disclosure is equally applicable to a bonus game.

The differences between a primary and bonus game are further apparent by
directly comparing the differences in how DeWaal’s game and Schugar’s game
function. In DeWaal, the “secondary or bonus games usually provide an additional
award to the player.” EX-1004, 1[0004] (emphasis added); EX-2001, {152, 101.
Any player that accepts the “offer to quit” in exchange for the “additional award”

between rounds is paid the award and is eliminated from the bonus event. EX-1004,
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[0142]. On the other hand, “[i]f the player rejects the offer, the player is advanced
to the subsequent round.” Id. at §[0162].

In contrast, Schugar teaches an offer of an award that the player can accept if
he or she also reverts to a previous game position. EX-1005, 1[0084]. For example,
“the player wishes to bank his or her $15 expected profit, the game state can return
to the previous state (e.g. the puck is at +2 with a $10 wager on the left side).” 1d.
at [0082]. This arrangement would not work for DeWaal. EX-2001, §101. As
mentioned above, DeWaal only offers its “award to quit” in the bonus event (i.e.,
only after a primary or base game is concluded). A player cannot revert in DeWaal
because the primary or base game is already over. Further, the entire purpose of the
“award to quit” in DeWaal is to end the bonus round, not continue playing. If the
player wishes to continue playing, he or she has to reject the “award to quit.”

Moreover, nothing in DeWaal and/or Schugar suggest that base and bonus
games are equivalent or combinable. Accordingly, Petitioner has not shown a
motivation to combine these references with a reasonable expectation of success.
E.g., Tris Pharma, Inc. v. Actavis Lab’ys FL, Inc., No. 2021-1495, 2022 WL
2525318, at *4-6 (Fed. Cir. July 7, 2022) (holding that there was no motivation to
combine with a reasonable expectation of success).

Other references, such as patented inventions to PO’s expert, Dr. Vancura,

further describe the differences between a bonus game and a primary game. See EX-
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2001, 1185-99. For example, U.S. Patent No. 7,073,793 (“Vancura I’) (EX-2002),
filed in 2003, discloses a system and method for a “survey-based casino game as a
bonus game for an underlying casino game.” EX-2002, Abstract; EX-2001, {85.
Vancura | discloses, like the other references discussed above, that the bonus game
Is played on top of or in addition to an underlying game. See EX-2001, 86. This

arrangement is clearly shown in FIG. 2:
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EX-2002, FIG. 2 (annotated).
As shown, the underlying game 212 stops at 218 before the bonus game play

begins 222. 1d.; EX-2001, §86. Vancura | further explains that:
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[A] knowledge-based bonus game is provided in combination with an
[underlying] game of chance. A wager is received from a player to play
both the underlying game of chance and potentially the knowledge-
based bonus game. The underlying game of chance is played and the
underlying game of chance has a first house advantage based upon the
received wager. Play of the knowledge-based bonus game occurs at a

given statistical frequency.

Id. at 2:43-50; EX-2001, 87. In other words, the base game is played by initiating
a wager, while the bonus game is played at a given frequency in combination with
the primary game. See EX-2001, {88.

Vancura | further explains that certain game types are more suitable to be
played as bonus games rather than primary games: “A knowledge-based casino
game, under the teachings hereof, works well as a bonus game to a conventional
underlying casino game of chance.” EX-2002, 4:40-42; EX-2001, 11106
(“Generally, base games do not make good bonus games, and bonus games do not
make good base games.”).

Numerous other bonus game disclosures, including those naming PO’s expert
as an inventor, further confirm and solidify the different incentives and other well-
known distinctions between bonus games and base games. See EX-2001, 192. PO’s
expert, Dr. Vancura, has over 25 years of relevant gaming industry experience and

multiple patents in this area, including many patents on bonus games that
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demonstrate that bonus games and primary games do not naturally align. A selection
of those patents discussing bonus games is provided below:

e U.S. Patent 7,284,756 (“Vancura II’) (EX-2003) describes the need for certain
forms of bonus games in “an underlying game such as a slot machine.” EX-
2003, 1:33-35; EX-2001, 193.

e U.S. Patent 7,172,505 (“Vancura III’) (EX-2004) teaches that bonus games
are “games within a game” that typically “provide[] a break from the
traditional reel-spinning base-game portion of the wagering experience.” EX-
2004, 1:29-31 (emphasis added); see EX-2001, 194. Moreover, Vancura |11
describes that “[o]nce in the bonus game, the player is treated to an
experience” that is unique from the base game, such as where “no additional
wager is required, and yet the player is generally assured of winning an
award.” EX-2004, 1:32-34; EX-2001, 194. The bonus game also plays “quite
differently than the base game.” EX-2004, 1:34-36; EX-2001, 194. “For
example, it may involve the player choosing from among several objects
(WMS Filthy Rich, Atronic Sphinx, IGT Little Green Men, etc.), a game of
strategy (Mikohn Yahtzee, Mikohn Battleship), spinning a physical wheel
located in the top-box (Anchor Wheel of Gold, IGT Wheel of Fortune),
dropping a ball through a Pachinko forest (Mikohn Boingo), or other

possibilities (Anchor Pinball, Barcrest Run for the Money, etc.).” EX-2004,

23

EAST\200930556.3



Patent Owner Preliminary Response
IPR2023-00266

1:36-43; EX-2001, 194. A bonus game “is generally initiated via a special
combination of so-called trigger symbols within the base game.” EX-2004,
1:44-45; EX-2001, 194. Moreover, “a major goal of most players is to achieve
the bonus game ... [and] since the typical base game is simply a ‘wager and
wait’ affair, the player missing out on the bonus game is also missing out on
player interaction and missing out leads to additional discouragement.” EX-
2004, 2:22-28; EX-2001, 194.

e U.S. Patent 6,918,834 (“Vancura IV”) (EX-2005) teaches that “[c]asino
bonusing games are increasingly popular when placed in operation with
underlying casino gaming machines such as, for example, slot machines.”
EX-2005, 1:11-13 (emphasis added); EX-2001, 195. Such bonus games “not
only attract players but provide additional gaming excitement.” EX-2005,
1:13-14; EX-2001, 195.

e U.S. Patent 6,645,071 (“Vancura V) (EX-2006) teaches that “[w]hen utilized
as a bonus game, a player tends to play underlying games longer, because with
each play the player draws closer to solving the puzzle in the bonus game.”
EX-2006, 2:9-12; EX-2001, 196.

e U.S. Patent 6,033,307 (“Vancura VI”) (EX-2007) teaches that “[i]t is well
known in the gaming industry that bonus games attract and keep players at a

gaming machine.” EX-2007, 1:16-17; EX-2001, 197. The bonus game “is
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typically another gaming machine or a random selection device which is

enabled by a bonus qualifying signal from an underlying or primary gaming

machine.” EX-2007, 1:17-21; EX-2001, 97.

e U.S. Patent 8,795,055 (“Vancura VII”’) (EX-2008) identifies that “[a] need
exists in the casino gaming industry to create methods of playing features or
bonus games, as often players are motivated to play slot machines to get into
the bonuses themselves.” EX-2008, 1:18-22; EX-2001, 198.

o U.S. Patent 8,496,524 (“Vancura VIII”) (EX-2009) states that “[s]lot
machines having an underlying casino base game with an accompanying
bonus game are also well known.” EX-2009, 1:22-24; EX-2001, 199. In
particular, “a bonus game manifested as a ‘game within a game’ is popular...
Typically, bonus games are triggered, or activated, based on the random play
of the underlying base game.” EX-2009, 1:24-27 (emphasis added); see also
EX-2001, 199.

Reviewing these references, among others, a POSITA would have understood
that “[bJonus games operate inherently differently from primary/base games.” EX-
2001, 183. Specifically, bonus games offer different incentives from base games in
that “they typically require no additional wager, offer different gameplay, have a
positive expected value for the player, and the player enjoys “earning” a reward that

IS risk-free.” Id.
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PO’s expert explains that in typical slot machines, for example, “the overall
game comprises a primary game, which is the game initiated as a result of making a
wager (e.g., primary game comprises the slot reels that initiate spinning upon a
wager being placed) and one or more bonus games. The base game occurs with each
wager. A bonus game, however, randomly and infrequently occurs, typically results
in awin for the player and is constructed such that a range of win amounts (including,
as a design choice, zero) is possible. A base game always yields an average win less
than the wager. In contrast, a bonus game, on average (or, as a design choice,
always), yields a win significantly greater than the wager.” 1d. at §87. “A bonus
game is an additional game mathematically layered onto (or into) the primary/base
game,” and that base games and primary games occur with different frequencies and
different mathematical probabilities. Id. at 1188, 91-94.

Based on the evidence cited above, a POSITA would have understood, and
continue to understand, that Petitioner’s argument that the games in DeWaal and
Schugar “naturally align” is simply wrong. Id. at §105. More specifically,
Petitioner’s argument that “[t]he four-round bonus event [i.e., a selection game]
taught by DeWaal naturally aligns with the four-quarter sporting event taught by
Schugar,” Petition, 21, is similarly incorrect. EX-2001, 11 4, 102, 107.

Petitioner is further incorrect that a POSITA would have “implemented

Schugar’s method of conducting a sport wagering event on DeWaal’s system
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hardware and thin-client configuration.” Petition, 22; EX-2001, 1113. The only
type of bonus games DeWaal discloses are “selection games,” e.g., EX-1004,
[0013], [0108], [0119], [0127], [0128], [0132], [0163], [0166], which DeWaal
defines as a “non-skill based” game, id. [0013]; EX-2001, 11111-113. DeWaal
notably does not include any disclosure of sports wagering games or any disclosure
of how a bonus event could even work with a sporting event, and neither DeWaal
nor Schugar discloses a motivation to combine a bonus event system to a sports
betting system. DeWaal also explicitly discloses that the system hardware and
software is configured to pick winning outcomes of the selection game. EX-1004,
[0013] (“A central controller of the gaming system designates at least one of the
available selections in each round as a designated selection (i.e., a winning
outcome).”). Accordingly, DeWaal does not disclose a system that can implement
a “selection game” as a primary game or provide an “award to quit” in a primary
game. EX-2001, 1109-113.

In contrast, the outcome of a sporting event (i.e., Schugar’s primary game) is
skill-based. See EX-2001, §112. Thus, the selection games disclosed by DeWaal
are not “like Schugar’s sport wagering events where bettors can choose or select
potential winning outcomes,” as alleged in the Petition. Petition, 22; EX-2001, 1112.
In other words, the games are inherently different because one is skill based and the

other is not. See EX-2001, §112. As such, a POSITA would not have looked to the
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hardware and software components of DeWaal (which are configured to run a non-
skill based game) to implement Schugar’s method of conducting a sport wagering
event (which is skill based) as the two different types of games have entirely
different functionalities. EX-2001, 19112-113.

Thus, due to the differences between a bonus game and a primary game, as
well as the differences between a non-skill based game and a game of skill described
above, “[a] POSITA would not have looked to DeWaal to modify a primary/base
game and would not have looked at Schugar to modify a bonus/secondary game.”
EX-2001, 11009.

And to the extent that a bonus game could be combined with a primary game,
or how a system configured to operate non-skill based games can be combined with
a system that offers games of skill, Petitioner was required to provide a proper
motivation to combine these different gaming embodiments and has failed to do so.
Petitioner’s failure to provide a motivation to combine Schugar with DeWaal in view
of the large number of clear differences between primary and bonus games that were
well known in the art and described in Petitioner’s own references is fatal error.
Petitioner’s motivation to combine arguments are simply insufficient to support its

ground.
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B.  Petitioner Mixes Embodiments of Schugar Without Providing a
Motivation to Combine

Petitioner relies mainly on the embodiment of Schugar described in
paragraphs [0121]-[0131] and Figure 6 to support its allegations. However,
Petitioner cites outside of this embodiment in several places—covering several
elements in each of the 969 patent’s independent claims. See, e.g., Petition, 27
(citing EX-1005, [0072]), 28 (citing 11[0072], [0106]), 29 (citing 1[0109), 30
(citing f[0007]), 31 (citing f[0105]), 32 (citing 1[0092]), 33 (citing [0054]), 34
(citing 19[0071], [0087], [0090], [0110]), 35 (citing 11[0054], [0092]), 36 (citing
19[0054], [0057]), 37 (citing Fig. 1, 1[0077]), 40 (citing 11[0089]-[0092]), 41 (citing
19[0092], [0071]), 42 (citing f[0084]), 46 (citing 1[0004], [0041], [0084]), 48
(citing §[0072]), 53 (citing Fig. 1).

Petitioner provides no motivation to combine these different embodiments.
For example, Petitioner cites Figs. 1 and 6, but provides no motivation to combine

the embodiments despite the figures depicting different processes:
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Schugar discloses that “FIG. 1 is a flowchart illustrating one example of a wagering
game, according to an embodiment. A progression game is a game which has a
plurality of game states, each game state may have a different expected return for
the player based on the player's wagers and the current game state. The game is over
when the game reaches a terminating game state.” EX-1005, [0054]. And
regarding Figure 6, Schugar discloses “FIG. 6 is an exemplary flowchart illustrating
a method of using equity in a first wager in progress in order to fund a second wager,
according to an embodiment.” Id., [0021]. One difference between these

embodiments is that Fig. 6 illustrates using equity and Fig. 1 does not, but Petitioner
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combines the embodiments using equity with those that do not without providing a
motivation to combine.
Thus, Petitioner has failed to allege a motivation to combine different
embodiments in Schugar, and the Petition fails for this additional reason.
C. Petitioner Further Fails to Allege a Proper Motivation to
Combine Because Petitioner Relies on Material Allegedly

Incorporated by Reference by Schugar — Not Material Found in
Schugar Itself

Furthermore, Petitioner fails to properly allege a motivation to combine
because it relies on material not found in Schugar, but allegedly incorporated by
reference through a Schugar priority document to support its alleged motivation.
Petitioner argues that “[a]dditionally, by way of a priority application that Schugar
incorporates by reference in its entirety, U.S. Patent No. 7,909,694 (‘“°694 Patent”),
Schugar teaches that ‘any description of a component or embodiment herein also
includes hardware, software, and configurations which already exist in the prior art
and may be necessary to the operation of such component(s) or embodiment(s),” that
‘the embodiments described herein can be applied to any type of gaming machine,’
and that functionalities may be performed ‘at a central server and served to local
machines.’” Petition, 18.

In other words, Petitioner is treating a statement not disclosed in Schugar as
if it were disclosed in Schugar, merely because Schugar incorporates the larger *694

patent document containing that statement by reference. This alone, without more,
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Is insufficient because (1) the statement is not found in Schugar and (2) Schugar is
a continuation-in-part of the *694 patent and explicitly does not include the language
from the *694 patent Petitioner cites to and basis its position on. Thus, it appears
that the alleged incorporated statement was purposefully removed and not included
in Schugar when it was filed. Notably, Schugar’s prosecution history shows that the
Examiner found that Schugar’s priority document, the application that became the
’694 patent, was so different from Schugar that it did not support Schugar’s priority
date. See File History for Schugar (EX-2015), pp. 77-78. The Applicant made no
attempt to counter the Examiner’s priority date finding.

Moreover, the use of the term “herein” in the Statements Petitioner cites to,
“any description of a component or embodiment herein ...” and “the embodiments
described herein ....,” indicates that the descriptions apply only to the embodiments
described in the *694 priority patent. Nevertheless, Petitioner’s motivation argument
takes those statements and improperly applies them to the embodiments in Schugar,
yet Petitioner provides no motivation to combine this mix of embodiments between
different references. Moreover, in light of the Examiner’s finding that the *694
patent did not support Schugar’s priority date, the two patents clearly contain
different embodiments and thus any combination between the 694 patent and
Schugar would require an additional motivation to combine and a reasonable

expectation of success, which Petitioner has failed to provide.
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D.  Petitioner Fails to Show That Schugar Meets Any of Elements
1[g], 8[i]. 15[g], and 21[h]

Petitioner fails to show that Schugar meets any of elements 1[qg], 8[i], 15[qg],
and 21[h] — “determining an amount of the cash out offer” — in all challenged
independent claims because Petitioner stretches the meaning of Schugar’s disclosure
beyond any reasonable interpretation. Petition, 40-41. Petitioner argues that
Schugar discloses this element because Schugar “discloses a formula, depicted
below, for determining whether the current game state has a ‘positive expectation
(or positive expected profit) for the player,” and if so, the amount of the expected
value.” 1d., 40. As an example, Petitioner cites to paragraphs [0120] and [0126] of
Schugar and states that “a player betting on a Yankees baseball game was provided
with a cash out offer amount of $132 on an original $100 wager and a player betting
on a Patriots football game was provided with a cash out offer amount of $810 on
an original $100 wager.” Id.

But these examples stretch Schugar beyond its text. Schugar explicitly says
that those numbers ($132 on an original $100 and $810 on an original $100 wager)
are the expected values of the bettors’ wagers and then suggests that a portion of the
player’s equity in that number can be surrendered—but never suggests that these
values ($132 and $810) are the cash out offers as Petitioner argues. See EX-1005,
[0120] (“the expected value of the bettor's wager is now effectively $132. The bettor

may wish to use equity in his or her wager to place further wagers. The player may
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wish to use $1 of that amount and make a second wager, for example on a proposition
that the game will go into extra innings.”); [0126] (“Thus, the bettor has a 90%
chance of winning $900, thus the effective value of the original wager is now
0.90*900=%$810. The bettor can now surrender $10 of his original wager which is
effectively worth $81.”).

Thus, Petitioner stretches the meaning of Schugar and fails to adequately
allege that any of elements 1[g], 8[i], 15[g], and 21[h] are met.

E. The Board Should Exercise its Discretion to Deny the Petition
Under Sections 314(a) and 325(d)

1. DeWaal was previously presented to the Patent Office

DeWaal was cited by PO in an information disclosure statement (“IDS”)
during prosecution, which is sufficient for discretionary denial under Advanced
Bionics, LLC v. MED-EL Elektromedizinische Gerate GmbH, IPR2019-01469,
Paper 6 (PTAB Feb. 13, 2020). More specifically, and contrary to Petitioner’s
arguments, the Board established that “[p]Jreviously presented art includes art made
of record by the Examiner, and art provided to the Office by an applicant, such as
on an Information Disclosure Statement (IDS), in the prosecution history of the
challenged patent.” 1d. at 7-8; see also Peloton Interactive, Inc. v. Ifit Health and
Fitness Inc, IPR2022-00029, Paper 13, 13 (PTAB Apr. 22, 2022) (finding that the

Examiner’s initialing of references as having been considered during prosecution of
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the challenged patent demonstrates that the Examiner considered the references
under the first part of the Advanced Bionics framework).

Petitioner admits that DeWaal “was cited by Patent Owner during
prosecution,” Petition, 67-68, but nevertheless argues that denial is inappropriate.
However, the cases Petitioner cites to, Weber, Inc. v. Provisur Techs., Inc., IPR2019-
01467, Paper 7 at 9-13 (PTAB Feb. 14, 2020); Intuitive Surgical, Inc. v. Ethicon
LLC, IPR2018-01247, Paper 7 at 45-47 (PTAB Jan. 15, 2019), are outdated cases—
decided before the PTAB designated Advanced Bionics as precedential on March
24, 2020.

Here, Petitioner relies on DeWaal as a secondary reference. Although Schugar
was not cited by the Patent Office, the Petition relies on DeWaal for the very
Implementation of the vast majority of limitations, meaning that the Board would
spend substantial resources rehashing arguments that were previously considered by
the Patent Office. The Board should refuse to do so and deny institution.

2. Petitioner’s “Sotera-style” Stipulation Argument Does Not
Favor Institution

Under Section 314(a), the PTAB will consider exercising discretionary denial
when there is a parallel district court proceeding pursuant to Fintiv in certain
circumstances. See Apple Inc. v. Fintiv, Inc., IPR2020-00019, Paper 11 (PTAB Mar.

20, 2020) (precedential).
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However, consistent with Sotera Wireless, Inc. v. Masimo Corp., IPR2020-
01019, Paper 12 (PTAB Dec. 1, 2020) (precedential as to § I1.A), the PTAB will not
discretionarily deny institution in view of parallel district court litigation where a
petitioner presents a stipulation not to pursue in a parallel proceeding the same
grounds or any grounds that could have reasonably been raised before the PTAB.
Here, Petitioner makes the following purported stipulation:

Petitioner makes a Sotera-style stipulation not to pursue, in the co-
pending proceeding district court proceeding, any argument that the
Challenged Claims are invalid on any ground that was raised or could
have been reasonably raised in this IPR, should a Final Written
Decision issue here. See Memorandum, Interim Procedure for
Discretionary Denials in AIA Post-Grant Proceedings with Parallel
District Court Litigation at 3 (June 21, 2022).
Petition, 70.

However, the metes and bounds of this stipulation are unclear because it does
not inform the Board whether Petitioner intends to assert at the district court (1)
product art, even where the limitations of those products are defined by printed
publications; and/or (2) art that could reasonably have been presented in this IPR,
only combined with product art. Indeed, Petitioner has asserted in a letter to PO that
they intend to do exactly that if the Petition is instituted. EX-2010. Moreover, the
district judge in the litigation has taken the position that IPR estoppel does not apply

to product art, even if publications describing the product could have been raised
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in the IPR. Chemours Co. FC, LLC v. Daikin Indus., Ltd., C.A. No. 17-1612-MN,
2022 WL 2643517, at *1 (D. Del. July 8, 2022) (declining to apply IPR estoppel to
prior art products, regardless of whether those products were “cumulative” of prior
art patents or printed publications).

And the lack of IPR estoppel can also extend to product and publication
combinations. See Id. at n. 1 (patent owner asserted that estoppel applied to products
alone or in combination with publications and the court found no estoppel). Other
judges have come to different conclusions. See Wasica Fin. GmbH v. Schrader Int’l,
432 F. Supp. 3d 448, 453 (D. Del. 2020) (holding defendant estopped from asserting
product art where “all the relevant features” of the art were in a printed publication
that could have been raised in an IPR).

The Board should decline to institute review with the current state of
Petitioner’s vaguely represented Sotera-style stipulation. Under the current
stipulation, Petitioner may, at the district court, assert exactly the same prior art
presented herein—or any prior art that reasonably could have been raised, except
with a single limitation substituted with product art. And Petitioner could further
assert product art for any limitation, even if that product for that limitation is
described in printed publications that reasonably could have been raised in the

Petition. This violates the spirit of IPRs as alternatives to district court litigation.
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Under this scheme, there is no alternative—and Petitioner gets two bites at the
invalidity apple.

If the PTAB does decide to institute, it should only be with the understanding
that Petitioner’s agreement to not pursue in the district grounds that were raised or
“reasonably could have been raised” in the IPR includes relevant features of product
systems to the extent those features are described in printed publications. Regardless
of what the district court may allow, a Sotera stipulation is stronger than ordinary
estoppel—and is intended to streamline litigation.

VI. CONCLUSION

For each of the foregoing reasons, the Petition should be denied as to the

requested ground.

Dated: March 28, 2023 Respectfully submitted,

/s/ Gianni Minutoli

Gianni Minutoli

Reg. No. 41,198

DLA Piper LLP (US)

One Fountain Square

11911 Freedom Drive, Suite 300
Reston, Virginia 20190-5602

Tel: (703) 773-4045

Email: gianni.minutoli@dlapiper.com
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