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UNITED STATES PATENT AND TRADEMARK OFFICE

BEFORE THE PATENT TRIAL AND APPEAL BOARD

SQUARE, INC.,
Petitioner,

V.

4361423 CANADA INC.,
Patent Owner.

IPR2019-01649
Patent 9,016,566 B2

Before JAMESON LEE, ROBERT J. WEINSCHENK, and
KEVIN C. TROCK, Administrative Patent Judges.

WEINSCHENK, Administrative Patent Judge.

JUDGMENT
Final Written Decision
Determining All Challenged Claims Unpatentable
35US.C. §318(a)
Denying Petitioner’s Motion to Exclude
37 C.F.R §42.64(c)
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I. INTRODUCTION

A. Background and Summary

Square, Inc. (“Petitioner”) filed a Petition (Paper 2, “Pet.”) requesting
an inter partes review of claims 1-4 (“the challenged claims™) of U.S. Patent
No. 9,016,566 B2 (Ex. 1001, “the *566 patent™). 4361423 Canada Inc.
(“Patent Owner”) filed a Preliminary Response (Paper 8, “Prelim. Resp.”) to
the Petition. We instituted an inter partes review of the challenged claims
on April 27, 2020. Paper 11 (“Dec. on Inst.”), 21. After institution, Patent
Owner filed a Response (Paper 23, “PO Resp.”) to the Petition, Petitioner
filed a Reply (Paper 32, “Pet. Reply”) to the Response, and Patent Owner
filed a Sur-reply (Paper 33, “PO Sur-reply”) to the Reply. We held an oral
hearing on January 28, 2021, and a transcript of the hearing is included in
the record. Paper 42 (“Tr.”).

For the reasons set forth below, Petitioner has shown by a
preponderance of the evidence that claims 1-4 of the *566 patent are
unpatentable.

B. Real Parties in Interest

Each party identifies itself as the only real party in interest. Pet. 1;
Paper 4, 2.

C. Related Matters

The parties indicate that the *566 patent is the subject of the following
district court case: 4361423 Canada Inc. v. Square, Inc., No. 4:19-cv-04311
(N.D. Cal.). Pet. 1; Paper 4, 2.

D. The 566 Patent

The 566 patent relates to an apparatus, system, and method “for

commercial transactions using a transaction card via a communication
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device.” Ex. 1001, 2:19-29. Specifically, the *566 patent describes a
transaction apparatus, such as a portable point of sale (“POS”) device, linked
to a communication device, such as a mobile phone. Id. at 5:54-58, 6:1-6.

Figure 2 is reproduced below.
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FIG. 2

Id. at Fig. 2. Figure 2 shows an example of a transaction and
communication assembly. Id. at 7:22-27. The assembly includes POS
device 12 linked to mobile phone 14 via cable 30. Id. POS device 12
includes card reader slot 39. Id. at 7:34-37. The ’566 patent explains that a
user swipes a card through slot 39, a card reader captures information from
the card, and the card reader transfers the information to a microcontroller
unit (“MCU”). Id. at 7:45-46, 7:59-62. The MCU converts the information
into an analog audio signal and transmits it via cable 30 to mobile phone 14.
Id. at 8:1-7. Mobile phone 14 then transmits the information to a transaction

server. Id. at 8:8-9. The transaction server responds to mobile phone 14 by
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indicating whether a processor/issuer accepts or rejects the transaction. /d.
at 8:9-22.

E. llustrative Claim

Of the challenged claims, claims 1 and 3 are independent. Claim 1 is
reproduced below.

1. A portable smart card reader device for reading a
smart card having recorded information stored on an integrated
circuit incorporated into the card, the device comprising:

a sensor for reading said recorded information stored on
said integrated circuit incorporated into said card and for
producing an analog signal indicative of the recorded
information, said sensor including circuitry for converting said
analog signal to a format suitable for transmission to a jack of a
mobile communication device; and

an output jack adapted to be inserted into a jack
associated with said mobile communication device for
providing the converted signal indicative of the recorded
information to said mobile communication device for
transmission to a transaction server for further processing.

Id. at 12:4-17.
F. Evidence
Petitioner submits, inter alia, the following evidence:
Evidence Exhibit No.
Declaration of Bruce McNair (“McNair Declaration™) 1003
Proctor, US 2002/0091633 A1, published July 11, 2002
(13 29 1007
(“Proctor”)
Vrotsos, US 2005/0236480 A1, published Oct. 27, 2005
“ 23 1009
(“Vrotsos”)
Morley, US 7,810,729 B2, issued Oct. 12, 2010
“ ” 1010
(“Morley”)
Colnot, US 2007/0067833 A1, published Mar. 22, 2007
“ ” 1011
(“Colnot”)
Eisner, US 5,838,773, issued Nov. 17, 1998 (“Eisner”) 1012
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Evidence Exhibit No.

Second Declaration of Bruce McNair (“McNair Second
. o 1022
Declaration™)

Patent Owner submits, inter alia, the Declaration of Ivan Zatkovich
(Ex. 2004, “Zatkovich Declaration), and the Second Declaration of Ivan
Zatkovich (Ex. 2005, “Zatkovich Second Declaration™).

G. Asserted Grounds

Petitioner asserts that the challenged claims are unpatentable on the

following grounds:

Claims Challenged 35 US.C. § Reference(s)/Basis
1-4 103! Proctor, Vrotsos
14 103 Colnot, Vrotsos
14 103 Eisner, Vrotsos, Proctor
1-4 103 Proctor, Vrotsos, Morley

II. ANALYSIS

A. Legal Standards

A claim is unpatentable as obvious under 35 U.S.C. § 103(a) if the
differences between the claimed subject matter and the prior art are such that
the subject matter as a whole would have been obvious at the time the
invention was made to a person having ordinary skill in the art to which the
subject matter pertains. KSR Int’l Co. v. Teleflex Inc., 550 U.S. 398, 406
(2007). The question of obviousness is resolved on the basis of underlying
factual determinations, including 1) the scope and content of the prior art;

2) any differences between the claimed subject matter and the prior art;

! The Leahy-Smith America Invents Act (“AIA”), Pub. L. No. 112-29, 125
Stat. 284, 287-88 (2011), amended 35 U.S.C. § 103. Because the 566
patent has an effective filing date before the effective date of the relevant
amendment, the pre-AIA version of § 103 applies.

DOCKET

A R M Find authenticated court documents without watermarks at docketalarm.com.



https://www.docketalarm.com/

Nsights

Real-Time Litigation Alerts

g Keep your litigation team up-to-date with real-time
alerts and advanced team management tools built for
the enterprise, all while greatly reducing PACER spend.

Our comprehensive service means we can handle Federal,
State, and Administrative courts across the country.

Advanced Docket Research

With over 230 million records, Docket Alarm’s cloud-native
O docket research platform finds what other services can't.
‘ Coverage includes Federal, State, plus PTAB, TTAB, ITC
and NLRB decisions, all in one place.

Identify arguments that have been successful in the past
with full text, pinpoint searching. Link to case law cited
within any court document via Fastcase.

Analytics At Your Fingertips

° Learn what happened the last time a particular judge,

/ . o
Py ,0‘ opposing counsel or company faced cases similar to yours.

o ®
Advanced out-of-the-box PTAB and TTAB analytics are
always at your fingertips.

-xplore Litigation

Docket Alarm provides insights to develop a more
informed litigation strategy and the peace of mind of

knowing you're on top of things.

API

Docket Alarm offers a powerful API
(application programming inter-
face) to developers that want to
integrate case filings into their apps.

LAW FIRMS

Build custom dashboards for your
attorneys and clients with live data
direct from the court.

Automate many repetitive legal
tasks like conflict checks, document
management, and marketing.

FINANCIAL INSTITUTIONS
Litigation and bankruptcy checks
for companies and debtors.

E-DISCOVERY AND

LEGAL VENDORS

Sync your system to PACER to
automate legal marketing.

WHAT WILL YOU BUILD? @ sales@docketalarm.com 1-866-77-FASTCASE




