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‘. Claims 17, 18, and 19 of SA Paten: No 2002/2337 (the patent) aie valid anc

were infringed by the "MTN Moncy Banking unt! the ‘on/off functiorality was

disabled on 13 January 2012,

The defendants’ counterclaim is granted and the patent is revoked, subject to paragraph

3 below;

The revocation order granted in paragraph 2 above is provisional. It will become fully
operative in respect of the patent «f the patentee does not within one month file a notice
of an application 1o amend the patent. or having filed suck apolication, the patentes
withdraws 1t. If an application for amendment is made and not withdrawn, it shall be
decided at the hearing of such apolication whether or not the revocation order is to be

put in intc operation.

The defendants are ordered fc pay the plaintif’s costs n respect of the infringed claims
set out in paragraph 1 above, such costs to include thase consequent upan empiayment
of three counsel, to be paid by the first, second and third defendants, jointly and

severally, the one paying the others to be absolved.

The plaintiff is ordered to pay the defendants’ costs n respect of the counierclaim, such
costs to include those consaguent upon employment of two counsel, respectively in the
case of the first de’endant on the cne hand, and the secend and third defendants on the

other.’

[ undertaok to furnish reasons at a later gtage for the order. The following are the

A5 15,




(3] Thisis & potend infringament action iought in toims of @ 65 of the Patenis Act, 57
of 1978 (the Act). it concems the validity and alleged infringemsni of South African
Patent Number 2002/2337 in respect of an invention litlled ‘Transaction Authorization
System’ (the patent). The plaintiff, a dormant company, is the proprietor of the patent by
virtue of an assignmenl which was registered on 30 August 2006 The pricrity date of the

patent is 26 March 2001,

[4] The first defendant (Standard Bank) is a izading South African banking institution.
The second defendant (MTN) is the holding company of one of Africa’s leading cellular
phone networks. The third defendant is a wholly-owned subsidiary of MTN Mobile
Money Holdings (Pty) Ltd, which in turn is a jeint veniure between Standard Bank and

Mobile Telephone Netwarks Hoidings Ltd. The latter is a subsidiary of MTN.

Overview of the patent

[53] The invention seeks to curb the unauthorized use of bank account details, where
such details are used to conduct illegal fransactions without the authorisation of an
account holder, The object of the patent is said to be an added authorization 1o the
conventional bank authorization, in terms of which the user of the bank card may
‘enable’ and 'disable’ the bank account associated with the card, and only authorize the

trarsaction if the account is designated as ‘enabled’.




Ihe patent cpegilicalion

6] The invention relates to ca'a processing, more padtcularly, 1o a transaction
authorisation system, to a computer program on a carrier for causing a computer 1o
execute transacton authorisations, and to a methed of autharising a transaction. The
unauthorized transactions are said to be particularly prevalent in light of internet-based
transaclions or other transactions where a physical signature is not required or possible,
such as those initiated by personal computers, mobile phones, handheld computers eic,
where only the hank account details, such as a credit or debif card number, are reguired
fo autharize a transaction. Once such details are acquired in one way or the other, they

can be used illegally for any transaction not requiring a physical signature.

The conventional authorization method

[7] Itis stated in the specification that conventionally, when a transaction is perfarmed
using a bank account in which the account holder purchases goods from a merchant,
the merchant checks for authorization from an authorization institution or facility
responsible for the account, before completing the transaction. The authcrization
institution is typically in the form of a bank (e.g the acquiring bank, the bank that
manages the merchant's account, the card-issuing bank that manages the account
holder's bark account or credit card account), credit card associations and clearing
houses (such as Visa™, Master Card International™ or American Express™, or In

addition, the merchant itself. or any other authorised instifution or facility. The




auti:onizction indttulion then author zes the Tansaction based. on the ciedii limit or

avaitabla funds or othizr dida or rules associated with the bank account.

[8] The invention is said to be an added authorization process in that over and above
al! of these processes mentioned above, the authorizing institution, using the invention,
may access and/or interrogate the account status database to determine the status of
the bank account, and only authorize the transaction if the account is designated as
‘enabled’. Thus, even if there are sufficient funds in the account, the transaction or

request from a merchant is only allowed or authorized if the account has been ‘enabled’.

[9] fn terms of the invention, the status altering facility may be configured to allow an
account holder to specify that the account is to change status once a pre-selected

condition has been met. That pre-condition may either be:

(a) a specified time intervat during which the bank account will be designated as
‘enabled’ or 'disabled’. As an example. a card holder may cnabie his or her
account for preselected time interval of, say 10 minutes, ¥ hour etc to effect a

transaction, whereafter the account may automatically revert to ‘disabled’ status;

(b} a predetermined event, where for example, an account may be configured to
allow for one transaction cnly, whereafter the account will revert to its disabled

status, or
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(o) an amount foi which e ocooart holdey intends to dezignste the sooount @

enublad.

[10] The compleie specification of the invention has 25 ciaims, and it is described by

way of examples and with reference {0 accompanying diagrams.

[11] The complaint by the plaintiff against the defendants is that the defendants have
infringed claims 17, 18, 19, 20. 23 and 25 through the provision by ‘MTN Banking’ of the
‘MTN Mchile Money System’, in particular the 'on/off” and the “authorised’ function which
attaches to the internet transactions. {n support of its allegations of infringement the
plaintiff relies on: (i) the ‘Mobile Money Account Terms and Conditions as illustrated on
the "MTN Banking webpage'; (i) a transaction performed by Mr. Christo Nel;
(iii) screensnots from the MTN Banking website; and (iv) the MTN Banking training

manual.

[12] Initiaily the plaintiff sought an interdict restraining the defendants from infringing
the claims of the patent alleged to be infringed, namely claims 17, 17, 19, 20, 23 and
25, 1t alse sought an enguiry into damages and costs. The plaintiff alleges that the
(allegecly) infringing conduct of the defendants has caused, and is still causing it
damages. which it is unable to quantify, alternatively that the plaintiff s entitled to a
reasonablée royalty in terms of the provisions of s 85(8) of the Act. The defendants deny
these alegations and assart that the “functionality’ on which the plaintiff had relied was

disabled on 13 Januany 2012




[15] The defendanis cdinit annexure B te the plainiift's porticuiars of claim fo be o
copy of tha Muobile Money Account Terms and Conditions, and that annexwres *C1' o
‘C17" are copies of the screenshots from the MTN Banking training Manuat, However,
they deny that they have infringed any of the claims of the patent, and seek the
dismissal of the plaintiff's claims. In addition the defendants counterclaim for the
revocation of the patent on the basis that it is invalid and liable ta be revoked in terms of
5 61(1) {c) of the Act, an the ground that the invention concerned was not patentable in
terms of 5 25 of the Act, in that: (i) it was not new; (ii) it did not involve an inventive siep;
(i) it includes an ‘invention’ which consists of a scheme, rule or method for doing

business; and (iv) it includes an ‘invention’ which consists of a program for a computer.

[14] In support of their attack on the validity of the patent based on grounds of lack of

novelty and obviousness the defendants rety on four prior art documents, namely:
{a} US Patent No. 5,513,250 dated 30 April 1996 ("McAllister’);

(b} US Patent No. 5,648,117 dated 15 July 1997 (‘'Landry");

(c) US Patent No. 5, 826 241 dated 20 Cctaber 1998 (' Stein’); and

{d) US Patent No 6. 052,675 dated 19 April 2000 ('Checchic’)

The claims




[15] Dvowecicen subimissions ‘Gled on bediah of lhe plaintifis and confirmead osally from e
bar during ¢iosing argunrcat | was informed that for the purposes of infingement the
plaintiff would rely cnly on ctaims 17, 18 and 19. These are method claims. Claim 17 is
a ‘substantive’ claim whilst claims 18 and 19 are ‘dependent’ claims, in the sense that
they are dependent on claim 17 in that they incorporale all of the integers of claim 17

but are fimited by further integers. Claim 17 is stated as follows

(a) A method of authorizing a transaction,

(b} the method including selectively designating a bank account status as
enabled or disabled. on the instruction of an account holder issued from a
remote device,

{c) thereby to selectively transactions performed using the bank account;

{d) and recording the status of the bank account in an account status database.

[16] Claim 18 includes additional integers which require that the method includes
interrogating the account status database during a transaction involving the bank
account tc determine the status of the bank account and authorising the transaction if
the account is designated as enabled. Claim 19 includes an additional integer which
requires that the method includes authenticating the identity of the bank account hoider

before permitting the status of the bank account to be changed.

The evidence

(17 Four witnesses testified They are DrWwolfiam Johannes Bernd Rainers

(Cr Rainders), Mr Christoiiel Paul Net (Mr Mel), Mrivan Zaikovich, who 21! testifiec on



http://sur.uriission.v-

behalt of the plaletif Mo Dk Bioynse (Mic Biruynse) was the oil, wiihess callnd on
behali of the defendanis Doth Mo Zatcovich and M Bruyneg ware called as experts on
behalf of the respeclive adversaries. What follows is a summary of each witness’

evidence.

Dr Reiners

[18] He is one of the three inventors of the patent. | lis evidence was for background
purposes with regard to the patent itself, the drawing and fiting of the patent
specification, and atiempts to commercialise the invention. Inilially the inventors sought
to commercialise the palent through a company called E !ntact (Pty) Ltd Ultimately the
inventors assigned the invention to the plainliff company He testified that he
approached Standard Bank with the possibiity of exploiting the  invention. He had
approximately 30 meetings with various representatives of Standard Bank gver a period

of time from March 2001 to 2002.

[19] After having made presentations 1o its officiais. Standard Bank expressed interest
in the invention and requested to be issued with exclusivity nghts among the top four
banks in the country, which they did. The plaintiff also issuad a Request for Information
(RFY) to Standard Bank, at the latter's invitation, for the supply of an FElectronic
Payments System - Multi-channel virtual payments environment. Standard Bank never
reverted to him. On 10 August 2005 Standard Bank and MTN issued a media releass,
announcing tre introduction of the MTN Moebile Money product (MobiteManey)
In December 2005 MTN issued a media release, infroducing the Mcbile Money ca-d

snd afluding 0 some of 15 secanty features. After ihat it became clzar th:t Standard
g
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Uenk was nol goiny o earter info o relstionshdp with the plainil. The plaiciili tied to
commorcialise the invendion with Absa bul if fell through as the product was not seliable

anymore as Standard Bank already hald the advaniage in this regard.

Mr Nel

{20] M. Nel's evidence was merely to demoenstrate that the Mobile maoney account
functioned in the manner referred to in the screenshots and ‘Terms and Conditions'
referred to in paragraph [6] above. Having been issued with a Mastercard for use with

the money mobile account, he made a purchase at a health shop using the card.

Mr Zaltcovicih

[21] Mr. Zatcowich is a technology consuliant in a consultancy firm in Tampa, Florida,
United States of America. He qualfied from the University of Pittsburg in 1280 with a
Bachelor of Science (B.Sc) in 1980. From 1980 to date he has been invclved with a
variety of corporations, mostly in technology and data processing. He has alse been
involved in a number of projects. all invalving internet based systems. financial
transactions and authorization of electronic data exchange. Some of them are
particularly relevant to the current patent specification, for example the E-Trade Ontine
trading. which is a stock and security fransaction systens on the internat for trading
secunies and commodities. It is primarily a system of conducting fransactions to
merchant accounis which were listed on the E-Trade and with the authorisation of those

transactions. It involved a great deal of security in these types of trarsactions.

[22]  Up to the priority date on 26 March 2001 ha haa heen involved with financial

cleclronic transactions since the mud-90s. e has given evidsnce as an expert at rial




and desostion (neton) procgeding . in nuncious patoe! dis;uies i iz USA some of
which related @ the tedhinoloygy relovant 1 the patert i suil As a resul of his
experience and background he considerad himself as a person skilled in the art as at
the priority date on 26 March 2001 His experience and expertise was never seriously
placed in issue. | am therefore satisfied that he is qualified to express an opinion on the
issues in dispute in this matter. His detailed curriculum vitae is on record and | do not

intend to repeat the contents thereof

[23] The onus of proof on the issue of infringement is on the plaintiff and an the
defendants on the issue of validity (see Stauffer Chemical Co. and Another v Sasfan

Marketing & Distribution Co. (Pty) Lid and Others’

INFRINGEMENT

[24] In his evidence on infringement, Mr Zatcovich used two sources of information as
the basis for the opinion he expressed in refation to certain of the method claims of the
patent. Those sources are the MobileMoney terms and conditions, as well as the
product demo that was availabie on the MTN intermet website. He had downloaded if to
his laplop compuler, which had simulated the use of a cellphone to take a subscriber
through the steps of using the product. The downloaded product deme was the same as

the screen shats, which are annexures C1to C17 of the pleadings. He also determined

1
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from the product duna that s aceousit coule be uscd both for peint of sele freasactio ©

and for intermat transachions

(25] Comparing the contents of paragraph 5.3 of terms and conditions with integer
17(a) of claim 17, he expressed the opinion that the MobileMoney also provided
method of autherizing transactions. The basis for that opinion is that as soon as one
enters the main menu of the MobifeMoney one is presented with several optiors,
including 'Pay to’ and ‘Buy', which he testified, were methods of performing online hill
payments and purchases, respectively. Through a remote device convenient fo a
particular instruction, one is able to narrow the window to just enabling the account for

the time that the naxt purchase is made and no longer.

[26] With regard to integer 17(b), the first step to be performed using the MobileMoney
wauld be to select 'My Security’, which is an authorisation process, after which three
security options are given. The first one is to perform bank card security functions. The
second is to change one’s PIN and the third one is to access one’s web login. The next
step wou'd be fo select the bank card function, which presenis one with the bark card

authorization once the bank card had been activated.

[27]  After the card had heen activated, one would be ahle o enable the card by

selzcling ‘Card On' furchion. i the card |5 switchad off, no transaction can he made on




the cad, T or o transacton al a point of sale (PUS) one has to suthenticade hinnsch
using a PIN number. after which tho caid is turied ‘O’ Onne the card is swiped for tha
transaction, a lext message is sen’ to the cardholder's cellphone requestng him to
confirm the purchase. Once the transaction is complete, the card is automatically
disabled until the sms is responded to and the previous transaction confirmed.
Conversely, once the sms is confirmed by entering the PIN, the card is activated for the
next transaction. To disable the card deliberately, one would simply select ‘My Security’
cption and select the bank authorization functions and then proceed to ‘Card off', where
authentication of the cardholder in the form of a PIN would be requested. before the

card is swilched off. According to him, this is one of the features of the patent in sulit.

[28] Mr. Zatcovich opined that the MabieMoney's function of turning the card 'On’ or
‘Off 15 equivalent 1o the patent's function of designating the account as ‘Enabled’ or
‘Disabled’ In both instances this is perfocrmed on the instruction of an accourt hoider.
which signifies user authorisation as opposed to a bank authorization. This instruction is
issued from a remote device envisaged in the patent which is one accessible to where
the transaction is being performed, so as o enable the cardhalder to enahle it just prior

to the ‘ransaction and potentially disable it after conclusion of the transaction.

[29] As to integer 17(c), Mr. Za‘covich opined that this integer is present in the Maoney
Mobife method an the inference :hat the account is confirmed when one turns the card

‘On’ or ‘i, and if ona trigs 1o parform a tansaclion while the card is turnad ofi, the




transuchion is refused. On that inference, 1o hie opinion the syster would not waerk in
any way if ihe status was not stored in some form of date base associated with that

account number.

[30] TTurning to the so-called ‘Card not present transactions’, i.e transactions over the
internet, mail order or telephone order, he described the process that one would follow
to purchase an item over the infernet using the MobieMoney. This transaction would
essentially follow all the steps mentioned for a point of sale transaction, except that for
internet ransactions, one would be prompted to select ‘Bank card’ function, from which
one would proceed to authorization, during which an account holder is allowed to pre-
authorise any transaction he would like to do over the internet (This function replaces
the 'Card on’ function in respect of paint of sale transactions) A PIN number is entered,
after which a confirmation message would be received. The cardholder then is allowed
15 minutes within which to make one intemet, mail order or telephone order transaction,
using a computer terminal. Once the purchase is completed, the card is automatically

deactivated.

Claim 18

[31] This claim, it should be recalled, is a method as claimed in claim 17 in which the
method includes interrcgating the account status database during a transaction
invewvirg the bank zccount to determine the status of the hark account and authorizirg

fhe transaciion if the sccoant is designated as ‘enabled’. Mr. Zatcovich diesw paralle!




bewian Ui integars of this clainy ond the Mobifsoney, to tho extent that the latder
requied the aclivabon of the cid and performance of 2l the sieps necessary ot

authorization of a fransaction.

Claim 19

[32] Ctaim 18 is a method as ¢laimed in any one of clams 17 or 18 in which the
method includes authenticating the dentity of the bank accountholder before permitting
the sialus of a bank account ta be changed. Basing his premise on his definition of
‘authentication’, Mr. Zatcavich identified this in the MobiteMoney in that each time the
card is enabled or disabled it prompts for the PIN number to determine the identity of
the bank account holder, before permitting the status of the bank account to be

changed.

[33] Mr. Zatcovich also sought to distinguish the concept of 'authentication’ from
‘authorisation’ in the context of electronic transfers and banking systems. Authorisation.
he said, is to determine whether cne s allowed or not allowed to perform a particular
transaction. whereas authentication is oniy used to determine one's identidy in relation
to that transaction. Authorisation may come from one or more sources, such as the one
performed by a computer cr by a banking system, which .8 called banking authorization.
In anather form. cailed ‘user autharization” where the user is given the benefit of

identifying specific transactiors or functions which will or will not be allowed.  Mr.




Zaweich alsu raade an ovenviews ol o boede sieps of pefonning authoizoton of codi

care iransactions. as wel es ne virinus parties inve'sed in those steps.

[34] Nexi Mr, Zatcovich deall with the meaning of a ‘Bank Account’ as referred to in the
paterit specification, te tnclude a credit card account and the functions and transactions

associated with a credit card.

Mr. Bruynse

35} Mr. Dirk Bruynse gave evidence as an expert an hehalf of the defendanis. He
halds a B. Comm. degree (1994). He gained experience in information technology
system when he was employed as a commercial manager by Dunair, an air-conditioning
aftermarket company in 1995. The system used the irternet as a data carrier
mechanism and enabled deaters contracted to Dunair to access the system and arder
parts. From April 1998 to date he has been employed by various companies, mostly in
financial systems and information technology. Of particular relevance to the issues in
this matter, Mr. Bruynse was enployed by Teba Bank from February 2002 to
September 2005 where he obtatned financial and mobile network experiznce. During
this period, he oversaw a development team responsible for buiiding an entire

transaction processing system for Teba Bank.

[36] In October 2005 he was employed hy the thid defendant and is currently the head
of its Research and Develepment. He has been extensively involved with the

Mopiedd ey - the sudject matter ir dispute. In audion VI Bruynse has been invoived
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in various proosts, insluding ong whaie he was e payments systerns cxpe'l for
USAID where he was involved in providing an asse nent of the fechnical, regulatory
and business opportunities and ohstacle related ‘o mobile branchiess banking in

Palestine.

[37] After a detailed analysis of the patent specification, Mr. Bruynse also explained
some of the key features of the MebileMoney. In this regard he testified that the
Mobifernoney customer is provided with a bank account with the Standard Bank. The
customer can carry out transaclions using the funds in that bank account via an
associated ATM card or credit card, a cellular telephore or over the internet. All
transactions are routed through that bark account irrespective of whether they are

initiated by tne user's ATM card, credit card, his or her cellular telephone or the Internet.

[38] The ATM card can only be used for ATM transactions. The customer can use his
credit card for point of sale (POS) transactions, card not present (CPN) transactions and
automatic teller machine (ATM) transactions. The customer can use his cellular
telephone for cellular telephone banking transactions such as person to person
transfers, the purchase of air time or electricity and the payment of the bills The
custormer can also access his account through the internet and carry out internet
banking transaclions such as electronic funds transfers (EFTs) in relation to that

acconni,
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[R9] Uhe Moncyr obile has & nesiber of dilieronl transact “chamel viion ope rale
to pommit these diffsrent types of trnsucions, These dhisnels, which oporaic: @
gateways to the account holder's bank account, include:
(a) A card channel, which has a sub-channels channe! for the ATM card and
credit card, The credit card sub-channels, includes further sub-channels for
ATM fransactions and POS transactions. A CNP sub-channel for on-line
trancsactions (such as purchasing books from Amazen.com) also forms part
of the card channel but has its own gateway which operates independently
of the other card channels. In effect, it operates as its own channel;
(b} A cellular telephone banking channel for transactions carried out using the
account holder's cellular telephone; and

{c) Aninternet banking channel for transactions carried out while the user is

legged onto his bank account on the internet (e.g EFTs).

[40] Before a transaction is sent for authorisation by MobileMaoney. the transaction will
have to proceed through one of these channels and all the other pre-authorisation
checks have to have been successfully completed. If the chanrel is blocked the
transaction will be refused before it procesds to authorization. in MTN Banking, only the
card channel and the CNP sub-channel! can be blocked and un- blecked by the account
holder. (The cellular te'ephone banking and internet banking channal carnot be blocked

by the accgunt holder)




(1171 In order to block or unblock the card channe!, a customer zccosses a wieless
‘internet gateway’ menu on his telephone. This is the menu that appears as one of the
sreenshots (annexure C8 to the particuiars of claim. if the cuslomer selects ‘Card off
ihe card channel is blocked. If the channel is blocked, no transactions can be caried
out using that channel. Thus, a customer with a credit card would not be atle to carry
out ATM or POS transactions using the card once the card channel is blocked. If the
customer has an ATM card, the customer would not be able to carry out ATM

transactions once the channel is blocked.

[42]1 If the customer selecis "Authorisation” on the ahove-mentioned menu then the
CNP channel is un-blocked for 15 minutes {ihe defauit position for this particular
transaction being that the channel is blocked). The customer can thereafter carry out 2
CNP transaction. As soon as the transaction is complete or the 15 minute time period

expires, the channel reverts to the default pesition (wherein the channel is blocked),

[43] Mr. Bruynse emphasised that blacking a channel has no effect on the ofher
channelfs. Thus, switching 'off’ an ATM card or ¢credit card has no effect on the status of
the customer’s bank account, which remains active at all times. Thus, it is stll possible
for the customer to carry oul ather transactions using the bank account, for example
CHNP ransaciions (if tha chanrel has been unblocked by selecting ‘Authonsation’ on the

Gateway menud), BEFT transaciions on the intemnel or celiuter tolephonz Lank g
> / 4




franzaciicns. Indhis regand b used Mo Nes treosadans as on examiple. He e oted that
this was an urdinaey card tranzachon and Mr Heb's card would have 1o have buen ‘on’
(I &. the card channal unblacked) {or the transaction to proceed. Mr Nel ceuld, however,
have carried out other transaclions using his account even if the ca'd remained
swilched off, such as electronic funds transfers and cellular telephons banking

transaction.

[44] Furthermore, unblocking the relevant card channel does not ‘authorize a
particular transaction. In fact, switching the card 'on' serves only to partially pre-
authorise fransacticns. Checking to see that the card was switched ‘on’ is part of the
pre-authorisation check carried out by the card issuing retail bank (in this instance
Standard Bank). The conventional pre-autharization checks (checking to see that the
card is stopped, velocity checks etc) take place simultaneously with checking to see that
the card is switched on. Only if the card is switched on and all of these checks have
been completed successfully, will the iransaction be allowed tc proceed 1o

authorisation.

[45] On the basis of the above, Mr. Bruynse expressed an opinion that the
Mcobilernoney dees not enable the user to sefectively designating a bank accourt status
as enabled or disabled, on the instruction of an account holder issued frem a remote
device, which is integer 17() of *he patent n swit, He bascd s opinion with refercnce

W) the paiani gpecification’s delinition of 'enabled o disabled’. In this regand be alificd




theel the Mol demoney customars connot euihories boasactions using & credit < -ad or an
A card by lurming the credii card o the ATM card frorm their celular telephune or the
MTN internet banking website. Switching the card ‘on’ serves only to open the casd
channel. Only if this card channel is open, and the other pre authorisation steps are
completed successfully. will the transaction be permitted to proceed to authorization. He
opined therefore that even if the card channel is open, the transaction may nct be
authorized. The customer’s bank account is not therefore ‘enabled’ by the customer

switching ‘on’ his or her ¢redit or ATM card,

(48] Mr. Bryunse made the distinction that using the card 'onfoff’ function of the
MobileMoney to switch the relevant card 'off does not ‘disabie’ the customers’ bank
account. While ATM and POS card transactions are blockad when the card is switched
off, it is slill possible for the MTN customer to carry out CNP transactions on the
internet, or cellular telephone banking transactions using the bank account.
Consequently the MobileMonrey does not permit its custamers to designate the status of
their bank account as enabled or disabled. In the light of the above, integer 17{b} was

nol present in MohifeMoney

integers 17{v) and (d)
[47] Flowing from the above premise, Mr. Bryunse testified that integer 17(c) followed
as a consequence of the user's designation in integer 17(h), fhat is, it is a 1esult of

selectively dosignating a bank account status as ensbied or disabled hat transactyns




sy o aecount ane seleod ely auhoriad. As soch ho wndarstaod B thiid - iegoet
as meanng that a tremsaciion is author'zed of noi authosized depending on whsther the
uscr has designated his or hers account as either enabled or disabled. Mr. Bruynse
accordingly opined that inleger 17(c) was nol present in MobileMoney, because by
switching the credit card or the ATM card ‘on’, a customer does not selectively authorize
iransactions. Similarly, with regard 1o integer 17{d), he testified that it required that ‘the
status’ {i.c. whether the bank account is enabled or disabled) of the bank account be
recorded in an account status database. MobileMoney did not allow users to enable or
disable their bank accounts. As such the banking system does not record the status of
the bank account in an account status database Thus integer 17{d) was not present in

the MobileMoney.

Claims 18 and 19

[48] Mr. Bruynse {estified, with regard to claim 18 that the Moneymohile does not at
any peint interrcgate (or permit any third party to interrogate) an account status
database during a transaction to determine the status of the bank account. As to claim
19 he stated that the Moneymobile does not permit the status of the bank account to be

changed on the instruction of the customer.

[49] Mr. Bruynse also testified that the word ‘authorize’ has a technical meaning within
the banking environment and the term is used in accordance with this meaning in the
specification of the patent. The authorsation of a tiansaction lakes place after pre-

auticrisation. Once a transaction s authorized the funds are without more transferred
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fom the conount halder to the mochast. Simply pui, Mr Sruyase suogested that the
scrence in the MobifeManey is thal thare is pre-authorisat' on process followed by an
authorization process, and completion of the process by payment to a merchant.
According to the defendants, this seguence i3 important in distinguishing the
MonsyMobile from the patent in suit, in that the latter required additional authorization,
which, in the body of the specification and the diagrams, can only take place at the end

of the transaction.

[50] A number of issues emerged from the evidence of the two experts, on which they

expressed divergent views, | set out those that | find key in relation to the infringement.

(@) the meaning of authorization and autheorizing in the context of the patent
(b) the meaning of the phrase ‘selectively designating a bank account status as

‘enabled' or ‘disabled’
(c) the meaning of the term "account status database’

{d) whatis meant by a ‘bank acceunt’ as it used in the claim,
{c) when the bank account is designated as disabled, does this utterly block the
entire account?

{f) is the claim fimited to meilhods of authorising a single transaction or dees it aiso

inctude within its scope methods of authorising multip’e transactions?

{511 Before | consider these aspects, it 's necossary to reer briefly to the applicable

lFgel principles, which ane to 2 great exlent trite and weil-settled. A fun:lamaental




NITCHe of peiont bz s Toune in e well nown dichirn of Lorg Woasell in Lles oo and
Musical Inclustries v Lissen 58 RIPC 23 of 239, the princiale was adopted by the then
Appeliale Division in Steel Constructions (Ply) Lid v African Balignofies Consiruction

{Pty) Ltd” The dictam reads:

"... The claims must undoubledly be read as pad of the entire document, and not as a
separate document; but the forbidden field must be found in the language of the clzims
and not elsewhere. It is not permissible, in my apicion, by reference to some language
used in the earlier part of the specification, 1o change a claim which by its own language
is a claim for one subject-matter into a claim for another and a different subject-matier,

which is what you do when you aiter the boundaries of the forbidden territory...

. Aclaim s a portion of the specification which fulfills 2 separate and distinct function. It
and it aione, defines the monapaly; and the patentee is under a statutory obligation to

state in the claims clearly and distinctly what is the invention which he desires to protect.”

Patent interpretation

{52] To ascertain what it is that is ‘the invention’, and thus determine whether the
patent is valid and infringed, it is necessary first to construe the claims of the patent.
The leading case on the construction of patent specifications is Genfiruco AG V
Firestone SA (Pty) Lid" where the rutes of construction were formulated at 614A-616D,
and restated in Monsata Co v MDB Animal Health (Pty) Ltd (formerly MD Biclogics CC)*

as follows:

{a) A specification should be construed like any other document, subject to the

interpreter be'ng mindfut of the objects of a specification and its several parts;

TSSOl RA 215 F A 2200
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(03 The ol of inderp-slotion 5 to s ttain, nol wiat the vonior o patenios
mey bave had inomind, Lut what the language used in the gpeciication
means, i.e wha! the inlention was as conveyed by the specification, properly
construed;

(c) To ascertain that meaning the words used must be read grammatically and in
their ordinary sense;

{d) Technical words of the art or science involved in the invention must also be
given their ordinary meaning, i.e as they are ordinarily understood in the
particular art of science;

{e) If it appears that a word or expression is used, not in its ordinary sense, but
with some special connotation, it must be given that name since the
specificatton may occasionally define a particular word or expression with the
intention that it should bear that meaning in its body or claims, thereby
providing its own dictionary for iis interpretation;

(i {f a word or expression is susceptible of some flexibility n #s ordinary
connotation, it should be interpreted so as to conform with and nct to be
inconsistent with or repugnant to the rest of the specification as a whole that
certain words or expressions in the claims are affected or defined by what is

said in the body of the specification, the larnguage of the claims must then be

construed accordingly.

(In paras & and 10 of Monsato Harms JA put a gloss to the rules [aid down in Gentiruco

by adding two qualifications with regard to, first, the constracticn of ‘ordinary meaning'




of words,

definitions}).

end sccond, {he canfextnal reading of speciciiiaiion, inciuding the

[53] In recent years, there has been a shift away from literalism towards contexualism.

See for example Aktiebolaget Hassle and another v Triomed (Pty) Limited” where

Nugent JA at para 8 undertook useful review of the South African decisions (and the

adoption of the approach in Catnic Components Ltd and Another v Hill and Smith Lid®.

In Van-Deals 107 (Pty) Ltd v Sunsmart Products (Pty) Ltd the approach was set out as

foliows:

. (Wihat 1s sought by a purposive construction s to establish what were
intended to be the essential e\ements.' or the essence, of the invention, which
is not to be found by viewing each worg in isolation but rather by viewing them
in the conlexi of the irvenbion as a whole . 1t is of course frue that Catme did
not change the law relating tc construction, but it certainly restricted the scope
for contesting litiganis to indulge in metuculous verbal analysis’ of specifications
and claims-usually to an extent which would have been incanceivable ta the
ordinary skilled addressee reading the patent to ascertain the invertion and the
ambit of protection claimed. it also relieved the courts of the metaphorical
‘straitjacket’ of having to arrive at any interpretation of claims without having
free recourse (subject to the well-established limits)to the specification in order
to decide what the skilled addressee would have undersiood those claims fo

meant.’

[54] The question as to whetrer the defendant is infringing the asserted claims cf the

plaintifi's patent, involves a comparison belween the alleged infringing product and the

2903 17754 155 {SCA) paca 1.
TRATE RO IR L 20
TION8 LIS ST (SOA)




aciual woids of the asserted claims (see Siavter Chemical Co. v Safsen Marketng &
Dictribution Co. (Piy) Lid i is caly an infringement if cach of the esscential infiegeiz of a
particular ciaim s present in the alleged infinging product. The claim is fo be
purposively interpreted by a mind willing to understand and ‘not with an attitude of studied

obtuseness’.

[55] In order to construe the patent specification, the court will have to be instructed by
expert evidence in so0 much of the arl or science commonly known as at the priority date
as is nccessary. The purpose of this evidence is to place the court as near as may be in
the position of the interested, skilled members of the public to whom the patent is
addressed as at the relevant date, which in the present case is 26 March 2001. The
court must, in other words, be placed in the position of the national ‘addressee’ of the
patentin issue, This person has been judicially defined as the ‘typical representative’ or
‘ordinary skilled or qualified persons in the art’”- BM Group (Pty) Ltd v Beecham Group

Limited”.

The role of expert evidence

[BG] In Gentiruco, above, it was made clear that the evidence of an expert's opinion to
the meaning of a patent specification is inadmissible, For example, on the proof of
infringement it has been held in Johnson & Johnson (Pty) Ltd v Kimberly Clark

Corporation & Kimberly Clark of South Afriva (Ply) Lid that:

TlET)SA R A o vD kL
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foan el vitpess canned b bend o say whaiher hoe hios boer e
infrisgemant by the aclendant. In Seed v Higgins (1860) VI HEC 550 {: 1ER544)
Loid Campbel L C. saidd at 551 that the opnion of & scienbific witnes. “Thal cue
maching is a piracy of the other Is of no consequences whatever, for that is a

question rot in their province to decide. '™

(57]  On the issue of proof of infringement the following was said in Johnson &

Johnson, above, at 135C-136A;

"...an expert witness cannot be heard to say whether there has been an

infringement by the defendant

Generaily speaking, guidance 1s the main function of the expertin a patent

case. In Parkiston v Simon (1894) II RPC 493 (CA), Lord Esher MR said

at 506
‘| have always thuught that the value of the expert eviderce in such cases
as this is that they can point out to you things which you yourself would
not perhaps, without them, observe In two machines. They point out 1c
you things that you must carsider, but as to what their opinion is- whether
they consider that the one is an infringement of the other, or whether they
consider that the one is bad for want of novety-l nave always thought that
15 going beyond what they bave any right 1o do. and that their opinion uasn
hal 1s entirely subservient to the view of the tnbunal wnich is trying the

cage.”

CUROSS (1L P 6 at 135136




[Gai Dack to e el of the present case. Having wol oul tha propsi aporonch | daet

with the issues | have identified a5 key to the issus of infringement.

Authorisation

[58]  The plaintifl conlends that the werds "authorisation’ and ‘authorising' bear their
ordinary meanings. The defendants contend for an esoteric meaning. 1t would be
recalled that in his evidence, Mr. Bruynse testified thal the words bore technical
meanings within the banking art to mean that final authorisation fram the issuing bank to
the clearing bank. However, Mr. Bruynse's evidence is not borne by any of the relevant
documents. Clauses 5.3, 6.10.2 and 7.3 of the Meneymobilc ‘Terms and Conditions’
make it plain that the word ‘authorise’ denotes authorization by the card hoider and not
final” authorization by the issuing bank Clause 5 3 stales 'You must authorise your
transactions using your secret PIN .." Clause 6.10.2 provides that .. by entering your
PIN ... you also agree and confirm that you authorised the.. transaction...’
Mr. Zalcovich's evidence on this aspect was clear and to the point. In the specification
of the patent in suil, it is made clear that the transaction authorisation system allows an
accounit holder to designate a bank account as enabled to diabled. i.e to provide authorization

for any transactions performed using the account” McAllister, one of the priar art documents
used by the defendants for invalidity, apparently also uses the word ‘authorise’ in its

ordinary meaning.
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[60] During lhe cross-cxamination. M. Bruynse wen. as far as to suggest that it was
impossible to perform tha additional authorization of the invention anywhere else bu! as
a final step. Mr. Zatcovich, on the other hand, disagreed with this. He emphasized that
where in a patent specification sequence of operations is identified then the sequence is
very important. When the claims do not identify a very specific sequence of operaticns
{and he suggested the paten in suit is one such) one has to look towards the
specification as to whether an embodiment required a specific sequence in order to
perform the function. In hig opinion, in the context of the patent in suit it would not
matler if either of the conventional authorization or the patent authorization is performed
first. Mr. Zatcovich pointed cut that it would make na difference in should one choase to
do additional authorization before the standard authorization. | prefer Mr. Zatcovich's

reasoning in this regard.

161} 1t is noteworthy that this supposifion (of impossibility of any other sequence) was
raised for the first time by Mr. Bruynse during cross-examinalion. Although Mr.
Zatcovich was cross-examined at fength on this topic, it was never put to kim that any
other sequence was impossible.  Although in the body of the specification and the
diagrams the sequence puts additional authorisation as a final step, there is nothing to
suggest that it cannot be performed at any stage of the transaction. In any event, even if
this conclusion is wiong, | take a view that the sequence does not have a significant

functional impact on performing the authorization.
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621 M Bruynse, in saeking 1o distinguish betwean the patent and the Moneymaobila,
testified that the patent contemplales the complete and utter disablament of the baik
account associated with the transaction processing capability within the patent. On the
other hand, in the Moneymobile, the blocking of any of the three channels (card,
cellphone banking and internel banking) would not have an effect on the other
channels. During cross-examination he qualified this by stating that other transactions
like EFTs could take place, unless they were set up to be governed by the patent as the
final step of authorization of the transaction. However, he ultimately conceded that the
user of the patent had the option not fo set up such transactions in conjunction wih the
debit card. In other words, the user may allow a debit card to be subject to the patent
without freezing the underfying asscciated account. To this extent, therefore, there 1s

no significant difference hetween the invention and the MobileMoney.

Bank account and Account Status Database

[63] Mr. Bruynse's evidence was that the ordinary meaning of a bank account is (and
was at the priority date of the palent) the ledger account where an account holder's
transactions are recorded. Thus. if funds are withdrawn from the account holder's bank
account, the account is credited and if funds are deposited in the account, the account
is debited | think that the meaning cantended for on behaif of the defendants is too
literal and does not take into account the context of the patent. The patent makes it

abundantly clear that bank account’” refers not only o a banx account in the strict,




tegiler senise Lt oo w s cradi cara (Dang) accour ) and o deiat card (bl accowl
it alue abp.acs fran the specilication that a credit card cccount o a debit card azeount
may be associated with a (regular} bank account. In the definition of ris patent,
Mcallister defines a "bank account' alsc defires it to include a credit card. | therefore
take a view tha: a ‘bank account’ in the context of the patent ircludes credit card and
debit card accounts. It follows therefore tha! all data stored in relalicn to whether they
are enabled or disabled would be stored in an ‘account status database’ which |
understood to mean an electronic storage memory, recording whether the accourt is

enabled or disabled.

Have claims 17, 18 and 19 been infringed?

Claim 17

[64] This claim, it is to recalled, describes {a) a methed of authorizing a transaction {b) the
method including selectvely designating a bank account as erabied or disabled (¢} on the
instruction of an acceunt holder issued from a remote device (d) thereby causing to selectively

authorze transacticns performed using the bank account'.

Integer (a)

[65] 1| have dealt with the meaning of 'authorise’. and came to the canclusion that the
meaning ascribed thercto by the defendants is untenable. | have also accepted that the
other card transactions are not utterly hiocked once the account is disabled. | am

satstied that e ‘onjoll function of ithe MobideMoney similaly renders the acoounts




enzbicd or dhianled s Plowing frorn Ues the tonsedchions will ba “coihoriood’ or
unsuthori-ed” within the ordinary mesning of those words To that exient, | find that

integer 17(a) is present in the Mobilahoncy.

integer (b)
[66] Frem the totality of the evidence, it is clear that it is indeed the user who enables
or disables the bank account to authorize a transaction in terms of the invention, and

not the bank.

integer (d)

[67] In the manner the MobileMoney was demonstrated to function, | agree with Mr.
Zatcavich's inference that an account status database must necessarily be present so
as to record whether the card channel has been blocked or unblocked, taking into

account the meaning | accept of a ‘bank account'.

Claim 18

[68] Claim 18 includes all of the integers of claim 17 and adds the following integers:
‘(a) in which the method includes interrogating the account status database durirg which a
tfransaction involving the bank account to determine the status of the bank account, and (b)
author'sing the transaction f the account is designated as enabled’. Counsel for the plaintiff
contended that the MobieManey would interrogate the ‘sard channel database’, which,

if taken in the coniext of the meaning of tha concepts considered carlicr, would place
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| agres with this construction.

Ciaim 19

[69] Claim 18 is a method as claimed in claims 17 and 18, and includes the following
integer: ‘in which the method includes authentcating the identity of the bank zccount halder
before permitting the status of the bank account to be changed. From Mr. Zaicovich's
screenshot demenstrations, it is clear that before the MobileMoney card holder can
pioceed to the ‘on/off function on his or her cell phane, the user has to authenlicate

himself/herself,

[70] Cn a conspectus of the evidence, | am therefore satisfied, and find, that the
Moneymobile has the integers of claims 17, 18, and 19 of SA Patent 2002/2337 and has
thus infringed those claims. Before | leave this subject. | must record that during the
course of the trial it became commeon cause that the ‘onfoff function of the MobileMoney

was disabled on 13 January 2012,

INVALIDITY

Lack of novelty

[F1] Lack of novelty is a greund revocation in terms of s 25(1) (5) and (8) of the Act,

read with s G1{1){C). The relevanl pravisions of the s 25 read as follows




i Aoplieatneay, sub) ol Lo tha orovisions of fus seclion, bz oo i for any nove
wwenios wiich mvolves an inventive step ancd which s capalble of being uzad

ar apphad i frads or ndustry or agriculture

{5 Anirvenion shall be deemed to be new if it does not form part of the state of the

art immediately tefore the priority date of any claim to that invention.

(G} The state of the art skall comprised all matter (whether a product, a process,
information about either, or anything else} which has been made available to
the public {which in the Repubic or elsewhere) by wiitlen or oral description, by

use orin any other way.’

[72] In so{ar as the ground of revocation based on lack of novelty is concerned, it was
emphasised in Gentiruce, above, at 646H that the opinions of the expert witness that a
document does or does not anticipate a claim of the patent in suit must be disregarded,
as that is for the court to decide. Trollip JA went on to state the following general

principles at 648C-647A

{a) the cbjection of anficipation relates to the claims and not the description of

the invention in the body of the specification;

(b) the pariicular cfaim must be construed to ascertain its essential elements or

integers;

{c) for the purpose of the cbjection of anticipation the claim so construed is

assumead to be inventive;

{d} the prior printed publication or patent alleged to be anticipatory is then

construed;

{e) the two documents are then compared to ascertain whether the prior patent
was granted for, or the prior printed publication 'describes’ the same process

a3 that claimed;




{:} cogaiGo s pelo elion 0o sy pesniiin s noaadbied e e
w2 forin v words or recie the chaocianistics of Hoenee for it 1o dewonibe te
invenled process it must recite at leacl it's esseqtic! infegeis in such o way
that the same process is identifiabla or percaptinle and herce made known,
or the same or subslantially the same thing can be made, from that

description:

‘Substantially the same’ means 'practically the same’, the same ‘for the

=)

purposes of practical utilily, that s substance and not form must be

regarded;

(h) if on a comparison of the two documents it appears that the same or
substantiaily the same pracess is described in the above sense in both, the
claim has been anticipated and is not novel, conversely, if the description in
the prior document differs, even in a small respect, provided it 15 a real
difference, such as the non-recital of a single essential integer the objecticn

of anticipation fails;

{i} an allegedly anticipatory document is to be constructed at the date of is

publication ‘tc the exclusion of information subsequently discovered’

[73] The test for anticipation is the ane found in Hill v Evans®’ . which was formuiated
as follows:

*... {Tihe informaticn as to *he alleged nvention given by the prior publication must, for
the purposes of practical utility, be ecua to that by the subsequent patent. The invention
must be shown to have been hefore made known. Whatever, therefore, is essential to

the invention rrust be read from the prior pubfication.”

tsaty 2 oniay




P4 Cloar aied vrenic izt thiecions sre reqoired in o prion ant dosumes dufsco
Fiour Oxicing Compr oy Lid v Cair * Canacian Llsclnic Co v Fado Radio (ki ™ cud

Goneral lire & Rubber Co. v Firestane Tyre & Rubber Co Lid")

The prior art documents

[75] The defendants rely on four prior art documents for purposes of anticipation,
McAilister, Checchio, Landry and Stein. The last two documents 1elied upon
conditionally. depending on my finding whether the claims of the patent in suft include
within their scope, methods and systems by which customer pre-authorise transactions
(as the MTN system does) as opposed to authorise transactions as claimed in the

patent. | have already made that finding.

McAliister

176] McAllister describes a system and method for enhancing the security of use of a
fransaction device such as a credit card through a telephone systern wherain the
subscriber may establish through the telephone network a series of parameters which
must be satisfied in order to activale the credit card to permit validation by passage of
the card through the conventional point-of sale magnetic swiping device. The
parameters may include subscriber establishment of an activation time frame, an
activation area, a doilar mit on purchasing power, a temporary PIN valid subject to

satisfaction of the other parameters. and voice verification.
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7] According 19 one vorsion of e nivention in BisAldister, the credit card holdet
subseribes 1o the service to set up a PIN and/or a volce prin® or ternpizte to contro his
credit card use. Prior {o the use of the card the card holdar accesses the security
system by a landline lelephone (preferably his residence ielephane) and effects
verification by the pre-established PIN or voice template or both. Foliowing such
verification the card holder estabhishes or sets paramelers at leasl one and preferably

two or mare of the following parameters:

(a) A stated time frame during which the card will be activated, for example, for
the next three hours;

{b) A limited amount of the purchasing power of the card that time;

{c) A geographical area or location wherein the card will be activated

(d) A temparary PIN which the subscriber desires o have applicable under the
restrictions set out in (&) (b) (€) above;

(e} A voice verification using the pre-established template.

(78] The last two {(d) and (e)) are really not parameters, but forms of authentication,
and have nathing to do with enabling or disabling a bank account. Tre temporary PIN
resides in an authentication data base. Either of these (PIN or voice template) would be

used at the point of sale and not remotely

[79]  Mr. Zalcovich was adamant that McAllister cannot be used in respect of a single
transaction. Even if one only sets up the pa.amaeters on a ane Eme basis, one is still

“ound by a time f'ame. an amount i'mit, or a gzographical aea, and any one of ihose




PAETOSLG G o e nlisidon of any of Tdn cmngt s ecdly o alngle wansacuon Wi
Ginsharg, counsal for  MTN, poloa {'JiG{J(-)FWi'LiL’sH o Mt Zatcovieh during cross
examination thal McAllister was capable of enabling and disabling a singie transaction
using a .andline telephone. Reliance was placed for this proposition an a passage in the
MeAllister patent which reads as follows:
it will be understood that the subscriber may utilize any combination of the
aforegoing safeguards on a one-time basis or per day. per week, ar per

month scheduie',

[60] Counsef sketched a scenario during the cross-examination of Mr. Zatcovich in
which a subscriber. using his residence telephone (as a remote device) sets the
parameters using an amount limit and time, thus making it a single transaction. | think

Mr. Zalcovich's response n this regard is cogent:

“... (Tihe fact that we have to think very hard and be very clever as to bow
we are going to utilize these parameters. tells us that .. McAilister was not

intended to enasle or disable a single transaction.’

[81] Enabling by setting parameters such as time and money limits is not covered by
claim 17, which has an cbvicus limitation and claims the one embodiment described in
the patent specification allowing the user 1o selectively enable and disable the account.
The reading of the claim is plainly lirvited to a singie transaction. Tne subsequent use of

the plural ‘transactiors’ does nat, in my vew, detract from the clear thrust. Thus,
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popedy construed, Moillistzr doas nol disclose all the essential feafures of the paten:

in suit

[82] At the end of the day, it should be borne in mind that the overrichng functioning of
the patent in suit is added security and authorization for on-line transactions, something
which ts not described or envisaged in McAllister. In my view, far from advancing the
defendarts’ argument, Mr. Ginsberg's example simply demonslrates that McAlister
does not give ‘clear and unmistakable directions’ enabling a customer selectively to
disable & bank account after a single transaction has taken place. The reading of
Mcallister in this manner would, in my view, amount to indulging in ‘meticulous verbal
analysis to an extent which would have been inconceivabie to the ordinary skilled addressee

reading the patent to asceriam the nvention and the ambit of the protection claimed'

(see Vari-Deals 101, above}.

Checchio

[83] Checchio teaches a method and apparatus for pre-authorising transactions
inciuding provision of a communication device to a vendor and a credit card owner. in
particular, the invention concerns pre-authorising a credit card for a particular
transaction and subseguently initiating the autherized transaction at a vendor location
using the credit card via credit card authorization device Tha summary of Checchio
states the object of the invention as being to provide an authorization method and

apparatus wisich pre-stores transaction nformation aned allows vendors (o datermine
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bransacion.,

integer 17(b)

[84] The 41uthorization of a particular transaction in Checchio is not done by enabling
or disabling a bank accaunt. Checchio description envisages an authentication
database which stores delails to permit the future conduct of a single transaction. The
claims in Checchio arises from the fact that the purchaser has to determine the ID of the
vendor, the fransaclion amount and perhaps cerain other optional parameters
associated with a particular transaction. These details are stored in ‘an authentication
database’ and will in due course be used in order to authenticate a patlicular
transaction. This teaching is very different to that of the patent in suit. Integer 17(b) of

the patent in suit is therefore not present in Checchio.

Integer 17(d)
185] In Checchio the information is stored in an 'authentication database’ which by
definition is not an ‘account status database’ and is incapable of reflecting the status of

an account. This integer is similarly not present in Checchio.

(86] Overall, Checchio, like McAllister, does not give a ‘clear and unmistakable’

direclion to perform the steps of the method of claim 17 of the patent in suit




Glaima 186 and 19

[67] It follows that absent an accouni stalun database there cannot be ey

irterrogation, and accordingly, no status in the bark account can be changed.

Landry

{88] Landry describes a system and method of paying bills without requiring interaction
with the payer disclosed. [n terms of this system, both the payer and payee have to
subscribe to the system which is under the control of a third party, who operates the
system. The system includes a payer cantrol interface, a communication interface, a bill
generator, and a Transfer Communication Facilitater {TFC) message generator. The bill
generator generates bill records from the payer and payee information stored within the
system for recurring bills. The payer may alter the payment amount and date for the bill
as well as reverse payment of a bill already paid. The payer record status is used to
indicate the status of a payer within the syslem and confirm whether an obbgation
submitted by a payee may be paid or not. The payer status may be one of the values:
active, temporarily suspended, permanently suspended, closed or deleted. The
defendants relied on the Temporary Suspension’ and ‘Hold On Payer/Chiid Transfer
Record modes. for a contention that this system is capable of enabling and disabling of

the account status for autherising a transaction.

[89] The lalter mode, where a ‘hold’ is placed on a particular ‘Payer Child-Transfer

record, is an crcurrence reversirg a transaction after tho gonds had been defivered
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transactions from occuring i tha first plase.

Stein

{90] Stein concerns the purchase of informalicn over the internet and is designed to
prevent the broadcast of bank details over the internet. It is directed to authentication
and not authorization. It requires contact between and payer and a payee and the
verification of the payer's details prior to any payment being made. There is no account
status database in Slein nor is there any designation of the account as being enabled or
disabled. 1t is simply a process of verification rather that afteration of a bank account
status. It was suggested during the cross-examination of Mr. Zatcevich that the function
which permits the purchaser to say 'yes”, "no” or "fraud” in response to confirmation of a
single transaction, is equivalent of enabling ar disabling of the account as found in the
patent in suit. Mr. Zatcavich distinguished Stein by stating that it provided for a cerfain
portion of online transactions. very selected cnes for that matter. Perhaps the most
distingquishing factor is that the system in Stein is meant for buying information, and not
for making purchases. There is no discussion in the patent as to how ong could handle
physical transaclions, even if one accepts that it is conceivablic that one could buy, say
an electronic book, as suggested by Mr. Ginsberg. | therefore conciude that Stein dees

not have the essential integers of any ¢f the claims. and did not anticipate the invention.




s

o] To conehnde o iz aupec Pilnd that wone oo dne pres aol ez upon by the
dofendants ailicipated the invenlion in the patent in suit " he deferdants have failed to

discharge the onus resting on them.

Lack of inventive step.

[92] A paient may be revoked in terms of s 81{1) cf the Act on the ground that it is not
patentable under s 25, In terms of s 25(1) to be patentable the invention must be one

‘which involves an inventive step’
Section 25(10) of the Act provides that.

‘(10)  Subject to the provisions of section 38(6) an invention shail be deemed to
involve an inventive step f it 1s not obvious to a person skilled in the art, having
regard to any matter which forms, immediately before the priority date of the
invention, pan of the state of the art by virtue only of sub-section (6) (and
disregarding sub-sections (7) and (8)}."

(93] In relation to cbvicusness, it is the technical evidence by expert witnesses which
canstitutes the primary evidence in respect of (i) the nature of the step ¢laimed to have
neen inventive (i) the state of the art as al the priority date relevant to that step; and (i}
the respect or respeacts in which the step goes beycond or differs from that state of the
art: See Schlumberger Logelco v Coflexip SA'® where it was remarked as follows:

‘it is the technical evidence by expert wilnesses in respect of the nature of the step

cleimed to have been inventive. the state of the art as at the prionity date relevan: to

that step and the respect or respects in wivich tive step goes beyend ar differs
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evadinte g e flen oo adiag of P LosigeFichond case, o 0H-534 that the
Court corsidered the question of chviousness on that basis. The technical evider ~e
of thy wilnasses was considored without any reference to theti opinions as to
whethor tha invenlion was obvious. Expert witnesses who are either of the opinion
that the invention is obvious or that it is not obvious would almost invariably give the
primary technical evidence. In these circumstances it may sometimes be difficulf to
avold them expressing the corclusior that the step 1s either obvious or not chvious,
but that would do no harm so iong as Is bome in mind that that conclusion is

immaterial '

[94) The general approach on the issue of obviousness was recently stated by the

Supreme Court of Appeal in Ensign-Bickford (South Africa) (Pty) Lid and Others v AECI

Expiosives & Chemucals Lid™:

in

195 (1) A 70 [SCA) 701 20l

"As is poinied out in Roman Rolier CC and Anther v Speedmark Holdings (Pfy)
Ltd 1996 {1) SA 405 (A) at 413, in order to apply these provisions (of the Ac!) to a
particular case it is necessary to determine what the art or science to which the
patent relates is, who the person skilled in the art is and what the state of the ar
at the relevant date was. But the inguiry. in my view, must then proceed further.
After those facters have been determined, a more structured inquiry must be
undertaken, For this, it is appropriate to adopt tests formuiated in certain English
autherities. The tests proposed do not differ fiom some of the inquiries suggested
in the earlier practice in our courts but they are conveniently arrarged in a
suitable sequence in the case of Mdinlvcke AB and Ancther v Procter and
Gamble Lid and Others (No 5) (1994) RPC 49 (CA) at p115. Four steps are
identified. They include o restate in part what has been said above but may be
taken to conveniently list the inquiries to be made:

‘(1) What is the inventive step said to be irvolved in the patent in suit?

(2) \What was, at the priority date, the state of the art (as statuton’y

cefined) ~e'evant to that step?




——

I ’

{31 Inwhad respert doss the ston go binyond, or differ fror, thal state
of fte art?
(4} Haviwg regard to such devalopment o difference, would the taking

of this step be obvious to the skilled rman?

See also Ausplow (Ply) Lid v Northpark'” where the SCA cited with approval the test as

was resiruclured in Pozzoli Spa v BDIMO SA & Arioither'®, as follows:

“(a) Identify the notional ‘person skilled in the art’; (k) dentify the relevant comrcn
general knowledge of that person; (2} Identify the inventive concept of the claim or if
that cannot readily be done, construe it; (3) Identify what, if any, differences exist
between the matter cied as forming pan of the 'state of the art’ and the inventive
concept of the alleged invention as claimed zs construed; (4) Viewed without any
knowledge of the alleged invention as ciaimed, do those differences constitule steps
which would nave been obvious to the person sklled in the art or do they require any

degree of invention?

[95] In Northpark Trading v Ausplow (Pty) Ltd" at para 13 we were, once again,
reminded against the danger pused by hindsight in assessing whether a step is

inventive:
‘What with hindsight, seem plain ard obvious, often was not so seen at the tima.’

[96] | proceed to consider the facts against the factars mentianed above.
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[€7] Wwas submitted that Mr. Zelcovic . is not a parsor shilled n the art of the priority
date. | do not agree. Aiccording to the uncontroveried evidence, he has been invoived in
cormputer science software and system development for 30 years, 25 of which he
gained experience in authentication of electronic transfers In the fast 8 years he has
been involved with banking fransacticns. This is the art to which the patent in suit

relates.

The inventive concept

[98] Mr. Zatcovich testified that althcugh various attempts were made in the 1890°s
and early 2000's to devise a method for sending secured internet transactions, but
nathing really came of those efforis. This resulted in the prevalence of credit card frauvd
in three forms he identified. The patent in suit provides a simple and unigue method

through added security for online fransactions.

The differences between the invention and ‘pricr art’

[99] From the discussion ¢n novelty above, it is quite clear that each of the prior art
documents ciled, had each very disadvantaging fimitations. For example, to use
McAllister one has to have access to a landiine, which can be inconvenient, whereas
the present invention is suited for convenient cellphone use. For Checchio, one has to
know the identity of the vendor and the amount of the transaction. The hmitation, and
clumsinass, of this system was aptly demonstrated during the cross-examination of

Mr. Droynse, Mr Puckon postuiated s tip to Cape Town as an example. For him 1o




Vi Bl et o e i ihe Chacchiu costar ) he voutd booas hand e To 1o

cxattly what restavrani b woulid dine in, and the cxact amount for the moalt Landry

and Stein describe very different methods 1o the patent in suit.

inventive step?

[100] Mr Zatkovich testified that the invention would nat have been obvious to him, as
a skilled addressec, at the priority date. He testified that al the priority date he was not
aware of anyone in the industry who ever considered using such a simple solution for a

complex problem of the three forms of fraud.

(101 H s clear that Siandard Bank was particularly interested in the invention disclased
in the patent in suit. Counsel for the plaintiff pointed out that had the invention been so
obvious then, it s inconceivable that Standard Bank wauld have entertained Dr Reiners
an s¢ many occasions and even requested him for an RF|. | agree. The very fact that
Standard Bank requested exclusivity on the negotiations. suggests quite strongly that
il's technical advisors regarded the patent as inventive There is no explanation as to

why its officials did not even have the courtesy to revert to Dr. Reiners

[102] Considering the evidence of both expert witnesses, | am satisfied that at the
prierity date, the patent in suit invclved an inventive step. The defendants bore the onus
of proving that the claims are invalid on the grounds of obviousness. They have failed o

discharge that onus.




LA LUAL VALY

[103] lhave found claims 17, 16 and 19 io be valikl and infiinged. Nou submissions

have becn made on behall of the plaint'ff opposing the defendants’ counterclaim for

revocation of claims 1~ 16 and 20 — 25, The counterclaim should therefore be granted

far cevacation of those claims. There is therefore partial validity of claims. S 68 of the

Act provides as follows:

88

Relief for the infringement of partially valid specification

Where in any proceedings for infingement of a patent. the commissioner finds

that any claim in the complete specification in respect of which infringement is

alleged, is valid, bul that any other claim therein is invalid, the following

provisions shall, notwithstanding anything contained in secfion 66(5). apply.

namely -

(a) If a counterclaim for the revecation af the patent has been made n

(b

st

the proceedings on the ground of the invalidity of any claim m the
specification, the Commissioner may postpone the operation of any
arder issued thereeon for such time as may be required to enable the
patentee to effect any amendment of the specification pursuant to
the conditions impesed by the Commissioner, wha may attach such
other condition tc any order to be issued on the counterclaim as he

may deem fit: and

when the specification has been amended in terms of paragraph (a).
the Cammissioner may, subject to such order as to casts as he may
issue and as to the date from which damages shall be calculated.
grant relief in respect of any claim which it had, before the
amendment, being found to be valid and infringed, and in exarcisirg
his discretion he may take into censideration the conduct of the
satentee In inseding in the specification those claims which have
been found, before amendment, to be invalid or permiiong such

claims to remrair there




(T4 The defendanis arguen that in tomms of tie abova provisions, the plaindifi 3 e
entitied to any relief. They sought an ordzr dismissing the plainiifi's claim with cusls,
They placed reliance for such contention, on Defon Engineering Pty Ltd v McKelvey and
Others™, in which it was concluded that the court is not empowered ta grant relief on
infringement proceedings where one or more of the claims of a patent are invalid unless

and untt: the defect had been rectified by proper amendment.

(Sce also H. Lundbeck A/S and Another v Cipla Medpro (Pty) Ltd” and Ausplow Pty v

Northpark Trading Ltd and Others™).

[105] In Pfizer Lid and Another v Cipla Medpro (Ply) Lid and Others™ Botha J
expressed a view. albeit obiter, that the interpretation of s 68 in Deton Engineering
might be open lo doubt, having described counsel's argument before him (caontra Deton
Engineering), o be 'persuasive’. However, as the issue befare him involved a simple
application to correct clerical errers of the patent specification, which was ripe for
hearing, he considered the application without having to be seized of the task of

determining the correctness or otherwise of Deton Engineering.

[106] No argument was proffered that the conclusion in Deton Engineering is 'clearly
wrong' (for | can only deviate from it-if | find that to be the case). Counsel seemed to be

in agreement in principle on the correctness of the conclusion in that case. However,
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ceunsel for the plainifi soaght o distinguizh the situation in that case from the present,

far the plaictiff to escapo the effect of the judgrment in Detorr Enginecring.

[107] The distinclion is said to be this. In that case, where an interim interdict was
sought, there was no counterclaim for renovation, whereas in the present case there is
an action for final relief and a counterclaim for revocation. This, counsel submitted, was
a distinguishing factor 'which took the matter entirely out of section 68 of the Act’. What
is said to be a distinguishing factor between the present case and Deton Enginesring,
namely the absence of a counterclaim, was expressly considered by Van Dijkhorst J

‘not 1o affect the issue’.

[108] |am not entirely ¢artain what the cantention between counsel was in this regard,
far, they seemed to be in agreement as to the proposed order to make. Whatever the
position is, | must make an order that reflacts my findings, which also take takes into

consideration a clear discretion afforded to me in terms of s 68(a).

{108]  To sum up: | have feund that claims 17, 18 ard 19 are valid and are infringed by
the MobileMonzy. Tre patent survived the prior art relied upon by the defendant.
Similarly, | have found the patent to be inventive. The order | must make therefare is to
revoke claims 1-16 and 20-25. but suspend the operation af the revocation arder, in
order o afford the piaintiff an opportunity to appy ter an amendment of the

spccfication.




[0 Dmaliy, the izsue of casts This is aomatler which i within my discrotion, wiveh of -
course, must be exercised judiciouws ly having regard 1o aft the crcumstances. In this
regard | take into account prefiminary and interlocutory applications brought by lhe
defendants before and during the tial. 1In my view those were side-issues which
resulted in unnecessary wasted costs and cour time. [n the circumstances | am of the
view that a fair and equitable order with regard to costs is that the plaintifis are entitied
to the costs of proving infringement. The defendants are of course entitled to the costs
relavant to their counterclaim. The costs consequent on employment of three counse
{for the plaintiff) and two counsel (for each of the first defendant, on the one hand, and
the second and third defendants, on the other) are appropriate. There is no doubt that
this matter warranted empioyment of more than one counsel, given its importance lo the

parties and the invelved nature of the issues.

(1111 For all of these consideratons, | made the order referred to in paragraph 1

above.
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