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l. INTRODUCTION

Patent Owner (“InMusic”) requests Director Review of the Board’s Decision
Granting Institution of Inter Partes Review (Paper 10) of Claims 1-6 of U.S.
Patent No. 7,567,498 (Ex. 1001, “the 498 Patent™).

This request presents the issue of whether institution of an inter partes
review is appropriate after a district court has already found all challenged claims
invalid and, if so, when such institution should occur. While the Director clarified
in AviaGames that the Fintiv framework applies to the issue, panel decisions
remain irreconcilable, reaching inexplicably divergent conclusions on the Fintiv
factors. In her review in AviaGames, the Director left untouched the panel’s
analysis of Fintiv factors 1-4, which weighed in favor of denial. Yet, in direct
contrast, the present panel reached the exact opposite conclusion on each of these
factors with no factual distinction or even mention of AviaGames. If the present
panel’s decision is allowed to stand, then institution decisions for inter partes
review of an already invalidated patent will be random and panel dependent rather
than based on policy choices made by the Director

The Federal Circuit has explained that the Director’s guidance to the Board
“about how to make the institution determinations on her behalf” are “crucial for
ensuring that such determinations will overwhelmingly be made in accordance

with the policy choices about institution she would follow if she were making the
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determinations herself. . . .” Apple Inc. v. Vidal, 63 F.4th 1, 13 (Fed. Cir. 2023).
The Director should take the present opportunity to provide such guidance on this
Important issue of policy regarding patents already found invalid by an Article 111
court, so as to allow for the equal application of law and to prevent future abuses of
discretion under 35 U.S.C. § 314(a).

II.  FACTUAL BACKGROUND

Petitioners (“Sony”) filed a petition for inter partes review against the 498
Patent on December 1, 2022. See Paper 1. On March 13, 2023, the United States
District Court for the Southern District of New York found all claims of the *498
Patent invalid as ineligible under 35 U.S.C. § 101. See Ex. 2001. inMusic filed a
notice of appeal to the United States Court of Appeals for the Federal Circuit on
April 10, 2023. See Ex. 1027.

In its Preliminary Response filed on April 27, 2023 (see Paper 6 at 3-9),
inMusic argued that the Board should discretionarily deny institution under the
Fintiv factors.t After further briefing (see Papers 8, 9), the Board found factors 1-4
weighed against exercising its discretion to deny institution. See Paper 10 at 9-13.

Based on the balance of factors, the Board declined to “discretionarily deny

1 Apple Inc. v. Fintiv, Inc., IPR2020-00019, Paper 11 (PTAB Mar. 20, 2020)
(precedential) (“Fintiv”).
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institution under Fintiv, without reaching the compelling merits analysis.” Id. at
13-15.

This Request for Director Review is being filed within fourteen days of the
Board’s decision pursuant to both the Revised Interim Director Review Process
and 37 C.F.R. 8 42.71(d). This request regards an import issue of law and policy,
as well as an abuse of discretion.

I1l. ARGUMENT

A. A Board Split Has Developed on Whether to Institute After the
Challenged Patent Has Already Been Found Invalid

Over the past three years, multiple Board panels have confronted the issue of
whether to institute an inter partes review (or covered-business method review)
where the challenged patent has already been found invalid but appellate review
has not yet been exhausted. Most often, these cases have arisen when a district
court—before the institution decision—finds the patent invalid as ineligible under
35 U.S.C. 8 101. The Board’s decisions have unfortunately produced inconsistent
results, necessitating Director Review.

In particular, at least three Board decisions have discretionarily denied
institution after a finding of invalidity. See AviaGames, Inc. v. Skillz Platform Inc.,
IPR2022-00530, Paper 12 (PTAB Aug. 9, 2022); see id. at Paper 15 (PTAB Mar.
22, 2023); Snap Inc. v. Blackberry Ltd., IPR2020-00392, Paper 8 (PTAB July 13,

2020) (denying institution because the patent had already been found ineligible);

-3-
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and Comcast Cable Commc 'ns, LLC v. Rovi Guides, Inc., IPR2020-00800, Paper
10 (PTAB Oct. 22, 2020) (denying institution after an International Trade
Commission initial decision finding invalidity). Yet, other Board decisions,
including the present one, have reached the opposite conclusion. See Wyze Labs,
Inc. v. Sensormatic Elecs., LLC, IPR2020-01486, Paper 14 at 6-20 (PTAB Apr. 6,
2021); Stripe, Inc. v. Boom! Payments, Inc., CBM2020-00002, Paper 22 at 6-10
(PTAB May 19, 2020); and Microsoft Corp. v. Worlds Inc., IPR2021-00277, Paper
11 (PTAB Jun. 16, 2021) (all rejecting discretionary denial after ineligibility
findings).

The Director should grant Director Review here to resolve this Board split,
and issue binding guidance on how the Fintiv factors should be balanced where the
challenged patent has already been found invalid by a district court but appellate
review is not yet exhausted.

B. While the Director Issued Sua Sponte Director Review in
AviaGames, That Decision Did Not Resolve the Issue.

In AviaGames, as described above, the challenged patent was found invalid
under 35 U.S.C. § 101 (with appellate review not yet exhausted) prior to the
institution decision. See AviaGames, Inc. v. Skillz Platform, Inc., IPR2022-00530,
Paper 14 at 2 (PTAB Mar. 2, 2023) (Director Review). In response, the Board

conducted a Fintiv analysis, and discretionarily denied institution. Id. at 3. On
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August 26, 2022, the Director granted sua sponte Director Review—an act
typically reserved for issues of “exceptional importance”—and issued an opinion
on March 2, 2023. See id.

Notably, the Director did not overrule or dispute the Board’s balance of the
Fintiv factors in AviaGames. While the Director did not explicitly agree with the
Board’s weighing of the Fintiv factors, the Director did so implicitly. For example,
the Director recognized that § 101 is “a statutory ground that could not have been
raised before the Board,” and thus there can be no “duplication” or “inconsistent
results” as to eligibility. 1d. at 3. The Director also acknowledged that the
opportunity to appeal the district court’s decision had not yet been exhausted. Id. at
3-4. Yet, despite this, the Director did not overturn or overrule the Board’s overall
balancing of the Fintiv factors as weighing against institution. Instead, she faulted
the Board for not addressing the “compelling merits standard,” and remanded to
the Board. Id. at 4-6. On remand, the Board found the “compelling merits
standard” was not met, and maintained the discretionary denial. See AviaGames,

Paper 15.2

22 Relatedly, the Director also granted Director Review in Volvo Penta of the
Americas, LLC v. Bunswick Corp., IPR2022-1366, Paper 15 (PTAB May 2, 2023)
(Director Review). There, the Director rejected an argument that the Board lacks
statutory authority to institute under the circumstances, and confirmed that the
Fintiv analysis applies. Prior to Director Review, inMusic made the same statutory
argument in this proceeding.
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While the Board here and in AviaGames both found that Fintiv factor 5
weighed against institution, they reached opposite conclusions on factors 1-4.
Further, the present Board decision was reached without any mention, discussion,
or attempt to distinguish AviaGames. To the extent the Director adopted the
Board’s analysis in AviaGames, the Board’s decision here is contrary to the
analysis of AviaGames and should be vacated and remanded for reconsideration
consistent with the Director’s Review in AviaGames. Alternatively, Director
Review should be granted to provide guidance and resolve this irreconcilable
Board split.

C. The Director Should Follow the Approach of AviaGames and
Reject the Present Board’s Irreconcilable Analysis.

The Board’s decisions here and in AviaGames are completely inconsistent,
reaching conclusions that are polar opposites from each other. The Director should
grant Director Review and adopt the approach set forth in AviaGames. This is clear
when looking at each of factors 1-4.

1. Factor 1

The first factor examines whether the district court granted a stay or if
evidence exists that one may be granted if trial is instituted, because a stay “allays
concerns about inefficiency and duplication of efforts.” Fintiv, at 6. In AviaGames,
the Board explained that where “the District Court’s invalidity determination has

already been made, this factor seems inapposite or, if weighed, to favor denial of

-6 -
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institution.” AviaGames, Paper 12 at 12. In the present case, however, the Board
focused on the fact that inMusic filed a notice of appeal, stating “if the petition [in
this case] is granted the parties are unlikely to be forced to simultaneously
undertake both the IPR and an expensive [district court] trial” and an appeal has
the same effect as a stay” in preventing “inefficiency and duplication of efforts.”
Paper 10 at 10.

No sufficient distinction exists between the facts of this case and AviaGames
to explain the opposite conclusions that were reached. The only theoretical
distinction is that inMusic has filed a notice of appeal to the Federal Circuit, while
no notice has yet to be filed in the AviaGames district court case. But this fact
makes it more true—not less so—that institution should be denied here. In the
AviaGames district court action, two different patents were asserted—the *602
Patent (at issue in the IPR) and the *564 Patent. See Skillz Platform Inc. v.
AviaGames Inc., 2022 WL 783338, at *1 (N.D. Cal. Mar. 14, 2022). On a motion
to dismiss, the *602 Patent was found ineligible, but the *564 Patent was not. See
id. at 11, 25. So the district court action is still ongoing even until the present day.
No final judgment has been entered yet, and thus no appeal can yet be filed. See
Ex. 2003 (docket report for district court action).

Once the ’564 Patent has been resolved in AviaGames, final judgment will

be entered. Then, an appeal on the 602 Patent’s ineligibility ruling can be filed,

-7-
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just like an appeal was filed with respect to the patent-at-issue here. The fact that
the district court already invalidated the 602 Patent, however, means that no work
will likely be done on it until a notice of appeal is filed in the future. In that
respect, the district court’s decision in AviaGames acts as an even longer stay than
inMusic’s appeal does. While the Board was concerned about an expensive
[district court] trial” (see Paper 10 at 10), it did not consider the expense of a full
trial on inter partes review compared to the limited Federal Circuit appeal on § 101
already proceeding.

Moreover, it is not clear at all why inMusic’s appeal even acts as a stay or
prevents inefficiency, considering that briefing is currently ongoing before the
Federal Circuit. See inMusic Brands, Inc. v. Sony Corp. of Am., Case 23-1771
(Fed. Cir.). Indeed, a review of past Board decisions demonstrates the inefficiency
of not exercising discretion to deny institution, and provides a cautionary tale. In
Wyze, the Board issued a 46-page institution decision, and the parties proceeded
with trial for over five months. And then the Board terminated the IPR because the
district court’s § 101 finding was affirmed by the Federal Circuit. See IPR2020-
01486, Paper 31. Similarly, in Stripe, the Board again issued a 46-page institution
decision, and the IPR proceeded for almost 10 months, all the way through the oral
argument stage. And then, after all of that work by the parties and Board, the

Federal Circuit affirmed the § 101 finding and the Board terminated. See

-8-
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CBM2020-00002, Paper 49. In Microsoft v. Worlds, the Federal Circuit also
ultimately affirmed the ineligibility finding. See Worlds Inc. v. Activision Blizzard
Inc., Case No. 2021-1990, Dkt. 38 (Fed. Cir. Mar. 10, 2022) (Rule 36 affirmance).

2. Factor 2

Factor 2 looks at the “proximity of the court’s trial date to the Board’s
projected statutory deadline for a final written decision.” Fintiv, at 6. In
AviaGames, the Board recognized that where a motion to dismiss is granted with
prejudice, that effectively substitutes for trial and the district court case is over.
The AviaGames Board held that “[a]s the District Court has completed its
consideration of the 602 patent, we determine this factor weighs heavily in favor
of denying institution.” AviaGames, Paper 12 at 13.

The Board in the present proceeding, however, looked at the issue very
differently. Instead, it found that “[a]t this stage, there is no projected trial date,”
and “it seems unlikely that the district court proceeding, if remanded to the district
court by the Federal Circuit, will have a trial date prior to the statutory deadline for
rendering a decision in this IPR.” Paper 10 at 10-11. It then held that “there is little
chance of inefficiency or duplicative efforts between this IPR and the district court
proceeding,” and thus weighed factor 2 against discretionary denial. Id.

But the focus should not be on the physical act of a formal “trial” itself, but

on the conclusion of the district court action. The Board’s analysis here only makes

-9-
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sense if one assumes that the Federal Circuit will or is likely to reverse the district
court and a trial will occur in the future. Otherwise, conducting an inter partes
review on a patent that has already been found invalid is certainly inefficient and a
waste of resources for both the Board and the parties. While inMusic appreciates
the panel’s confidence in its chances on appeal, reversals of eligibility decisions at
the Federal Circuit are quite rare. See, e.g., Ex. 2002. Reversal, of course, is a
possibility in almost every single case where the Board denies institution under
Fintiv. In any given case, a district court might get it wrong. A district court might
even get it right but still reach a different conclusion than the Board would have—
considering the burdens of proof are different. But this argument, if anything, is
one to eliminate Fintiv; it is not a reason to institute where the challenged patent
has already been found invalid by a district court. Otherwise, the Board will spend
substantial resources on inter partes review that statistically will be mooted in
most cases by a Federal Circuit affirmance.

3. Factor 3

The third factor looks at the “investment in the parallel proceeding by the
court and parties,” and according to Fintiv, if “the district court has issued
substantive orders related to the patent at issue in the petition, this fact favors
denial.” Fintiv, at 9-10. Following the straight-forward language of Fintiv, the

Board in AviaGames explained that “[t]he District Court’s invalidity determination

-10 -
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1s a substantive order related to the 602 patent,” and therefore found factor 3
“weighs in favor of denying institution.” AviaGames, Paper 12 at 13. The Board
here, however, found there is “no evidence that the court or parties have invested
much in the district court case” (Paper 10 at 11), downplaying that the district court
found the patent invalid and completely resolved the entire case. Accordingly, the
Board’s analysis of the third factor here is entirely inconsistent with both
AviaGames and the precedential Fintiv decision.

4. Factor 4

Factor 4 of Fintiv looks at the “overlap between issues raised in the petition
and in the parallel proceeding.” Fintiv, at 6. Under this factor, the AviaGames
Board, while recognizing that § 101 cannot be raised in an IPR, explained that
under Fintiv, if “other circumstances weigh against redoing the work of another
tribunal, the Board may, nonetheless, exercise the authority to deny institution.”
AviaGames, Paper 12 at 14. The Board there thus determined that “in view of the
circumstances presented here—the challenged patent has already been found to be
invalid by another tribunal—we should exercise our authority to deny institution.”
Id.

The panel here focused on the fact that the district court invalidated the
challenged patent under § 101, while the IPR involves challenges under § 103. It

thus found “no overlap” between the proceedings and held that factor 4 “weighs

-11 -



Patent 7,567,498

against exercising [the Board’s] discretion to deny institution.” Paper 10 at 13. The
Board, however, ignored that a patent is equally invalid whether it is invalid under
8 101 or § 103, and thus failed to consider the “other circumstances” described in
AviaGames. The Board here also ignores that Sony never filed a Sotera stipulation,
and thus there is no basis to assert a lack of overlap between the two proceedings.
In the district court action, Sony did not waive or disclaim § 103 arguments. It
simply prevailed in invalidating the patent-at-issue under § 101 before obviousness
was reached in the case. Accordingly, the district court did not reach § 103 because
to do otherwise would be to render an advisory opinion.

Sony chose to move forward with the district court case in an expedited
fashion, by challenging § 101 on a motion to dismiss. Under the circumstances,
there is simply no reason to institute an IPR. Indeed, the Board often invokes
Fintiv to deny institution where a district court is scheduled to or likely to reach
trial before the Board. In none of those cases though does anyone actually know if
trial will be reached. District courts often grant summary judgment or judgment on
the pleadings. Likewise, the Board sometimes declines to discretionarily decline
because it will reach a final decision before the district court. But here, the Board
has effectively decided that the district court was too efficient and reached a final
judgment too quickly. The result simply does not make sense from a policy

perspective.
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The Board’s decision here also ignores the reason Congress created the inter
partes review process in the first place. IPRs were intended to be “an inexpensive
substitute for district court litigation” that “reduce[d] litigation costs.” Merck &
Cie v. Gnosis SPA, 820 F.3d 432, 434 (Fed. Cir. 2016) (O’Malley, J., concurring)
(quoting 157 Cong. Rec. S5319 (daily ed. Sept. 6, 2011)). Here, institution only
multiplies the proceedings, increases legal expenses for the parties, and wastes the
Board’s judicial resources. The district court litigation is already final and
therefore cannot be substituted for as Congress intended. As such, under the
circumstances, institution should be discretionarily denied.

The Director should adopt the approach of AviaGames, vacate the Board’s
decision here, and remand for a determination of “compelling merits” with
instructions to deny institution if such does not exist.

CONCLUSION

For the foregoing reasons, Patent Owner respectfully requests that the

Director grant Director Review.

-13-
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Respectfully submitted,

THOMPSON COBURN LLP

By __ /Anthony F. Blum/
Alan H. Norman, Reg. No. 32,285
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David B. Jinkins, Reg. No. 46,805
One US Bank Plaza
St. Louis, Missouri 63101
314-552-6000
FAX 314-552-7000
anorman@thompsoncoburn.com

Attorneys for Patent Owner inMusic Brands,
Inc.
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