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IN THE UNITED STATES DISTRICT COURT
FOR THE EASTERN DISTRICT OF TEXAS
MARSHALL DIVISION

PPS DATA, LLC,

Plaintiff,
V. CIVIL ACTION NO. 2:18-CV-00007-JRG

JACK HENRY & ASSOCIATES, INC.,

w W W W W W W W W wWw

Defendant

MEMORANDUM OPINION AND ORDER

Before the Court is Defendant Jack HenrAgsociates, Inc.’s (“*JHA”) Rule 12(c) Motion
for Judgment of Invalidity Under 35 U.S.C.1®91 (the “Motion”). (Dkt. No. 28.) Having
considered the same, and for the reasons satherein, the Court finds that the Motion should
be and hereby IBENIED.

l. BACKGROUND

On January 10, 2018, Plaintiff PPS Data, LLER'S Data”) sued JHA for infringement of
U.S. Patent Nos. 7,181,430 (the 430 Pditg 7,216,106 (the 106 Patent”); 7,440,924 (the
924 Patent”); 7,624,071 (the “07Ratent”); and 8,660,956 (the “’956tBat”) (collectively, the
“Asserted Patents”). (Dkt. No.(Complaint).) PPS Data has assdr22 claims of the '430 Patent,
13 claims of the "106 Patent, 16 claims of the '®24ent, 8 claims of the '071 Patent, and certain

claims of the 956 Patent against JMADkt. No. 30 at 1.) The '43Ratent has the earliest priority

1 Specifically, “PPS Data assert[s] tfolowing claims against JHA: Claints 2, 3, 4, 5, 6, 7, 8,
12, 15,1819, 20, 21, 22, 23, 24, 25, 26, 30, 33, and 3thef[']430 [P]atent; Claimg, 2, 3, 4, 5,
6,7,8,9, 10, 11, 12, and 15 of the [']106 [P]atent; Cldin®, 3, 4, 5, 6, 10, 11,2, 13, 14, 15,
16, 17, 21, and 22 of the []924 [P]atent; Claiilp, 3, 4, 5, 6, 10 ant of the [']071 [P]atent
...." (Dkt. No. 30 n.1 (emphasis adid€independent claims in bold).)
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date of the Asserted Patent€ompare’430 Patent at With '106 Patent at 1; '924 Patent at 1,
'071 Patent at 1; '956 Pateat 1. The '106, '924,071, and '956 Patents eaclaim priority to
the '430 Patent, and share a virtually identg@écification to that of the '430 PaténBee’106
Patent at 1; '924 Patent at 1, '071 Patentlat956 Patent at 1. JHA subsequently filed
counterclaims against PPS Data seeking, in patgclaratory judgment théte Asserted Patents
are invalid under 35 U.S.C. § 108geDkt. No. 10 at 13, 15, 16.)

The '430 Patent generally relates to metharut$ systems for remotely processing financial
instrument deposits through electronic interaction betwreephysical locatioof the instrument
and a financial institution.See’430 Patent at Abstract, 10-13. Claim 1 of the '430 Patént
recites:

1. A method fordepositprocessing at a central system a plurality of checks
deposited at a remote site with accamgng deposit information, comprising:

the central system receiving deposit imf@tion for a plurality of different
deposit transactions, with the deposit information including for each of the
different deposit transactions a deposit account designation, electronic
check data and check image data for at least one check to be deposited,
wherein the central system is separate from MICR capture, deposit
accounting, cash management, and ffratessing systems for a bank of
first deposit and whereinérdeposit account desigratifor each of at least

a subset of the plurality of the depds@nsactions is to a different bank of

first deposit;

the central system transmitting the electronic deposit data and optionally the
check image data for each differenpdsit transaction ahe subset of the
plurality of the deposit transactions to a respective different one of the banks
of first deposit;

the central system performing at [ease of sorting the received deposit
information and error checking thecesved deposit information before

2 The 106 Patent sets forth the additionagufes 8—10. The portions of the '106 Patent’s
specification that discuss these figures likewide additional disclosure to what is found in the
other Asserted Patents.

3 JHA contends that Claim 1 of the '430 Pat&atexemplary of all clans in the [A]sserted
[Platents” and thus demonstrates ttie Asserted Patents fails both steps\de. (SeeDkt.

No. 28 at 9, 27.) The Court discussie representative nature of Claim 1 of the '430 Patent below
at Part lIl.A.



transmission to any of the

MICR capture, deposit accounting, cash

management, and float processing systems of each of the different banks of
first deposit designated in the respective deposit account designations in the

deposit information; and

the central system transmitting electronic check data and the check image
data directly or indirectly to a rkar bank or a Federal Reserve Bank or a
correspondent bank in @ansmission having aansmission path that
bypasses the MICR capture, deposit accounting, cash management, and
float processing systems of the baok first deposit for that deposit

transaction.

'430 Patent at 18:17-51.

Magistrate Judge Payne isswmdorder construing disputedites of the Asserted Claims

on March 4, 2019, which this Cduras adopted over JHA'’s objemts. (Dkt. No. 55; Dkt. No.

68; see also Dkt. No. 62.) The followingnstructions are relemaito JHA’'s Motion:
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(Dkt. No. 55 at 27, 39.)

[l LEGAL STANDARD

A. Judgment on the Pleadings

Rule 12(c) provides that a itya may move for judgment ahe pleadings, after pleadings
are closed but early enought to delay trial. ED. R.Civ.P. 12(c). The standard for determining
a Rule 12(c) motion is the same as a Rule 12(b)(6) motion to disBGusdry v. Am. Pub. Life Ins.
Co, 512 F.3d 177, 180 (5th Cir. 2007). To surviviewde 12(b)(6) motion to dismiss, a plaintiff
must plead enough facts “to &at claim to relief thas plausible on its face.Ashcroft v. Igbal
556 U.S. 662, 678 (2009) (quotiBgll Atlantic Corp. v. Twomb)\650 U.S. 544, 547 (2007)). A
claim is “plausible on its face” when the pleadadts allow the court to “draw the reasonable
inference that the defendantiable for the misconduct allegedIgbal, 556 U.S. at 678.

A court must accept the complaint's factulegations as true and must “draw all
reasonable inferences in the plaintiff's favoL.érmand v. U.S. Unwired, In¢565 F.3d 228, 232
(5th Cir. 2009). However, the Court need nategot as true legal conawns couched as factual
allegations. Igbal, 556 U.S. at 678. To be legally sufficiethe complaint must establish more
than a “sheer possibility” that ¢hplaintiff’'s claims are true.ld. The complaint must contain
enough factual allegations to raseeasonable expectation that digery will reveal evidence of

each element of the plaintiffs’ clainormand 565 F.3d at 255-57. If it is apparent from the face

of the complaint that an insurmount@bar to relief existsand the plaintiff isot entitled to relief,



the court must dismiss the clairdones v. Bogkb49 U.S. 199, 215 (2007). Additionally, when a
Rule 12(c) motion is based on a challenge totanta validity under 35 U.S.C. § 101, the Court
may properly take note of “fundamental econognnicepts and technological developments.”
Affinity Labs of Texas, LLC v. Amazon.com,I888 F.3d 1266, 1270 (Fed. Cir. 2016).

In considering a motion to dismiss for failugestate a claim, a court considers only the
contents of the pleadings,cinding their attachmentsCollins v. Morgan Stanley Dean Witter
224 F.3d 496, 498 (5th Cir. 2000). A court mayitsatliscretion, exclude matters presented that
are outside of the pleadings; however, if the cdaes not exclude these matters, it must treat the
motion as one for summary judgment under Rule 5&. R.Civ. P. 12(d).

B. Patent Eligibility Under 35 U.S.C. § 101

Anyone who “invents or discoveey new and useful processachine, manufacture, or
composition of matter, or any new and usefabrovement thereof” may obtain a patent.
35 U.S.C. § 101. Since patenbfaction does not extend to claith&t monopolize the “building
blocks of human ingenuity,” claims directedléovs of nature, natural phenomena, and abstract
ideas are not patent eligiblélice Corp. Pty. v. CLS Bank Int'134 S. Ct. 2347, 2354 (2014).
The Supreme Court instructs courts to distinguish between clasmsetforth patent ineligible
subject matter and those tHettegrate the builohg blocks into something moreld.

First, the court “determine[s] whether the claiasssue are directed to a patent-ineligible
concept.”Id. at 2355. In doing so, the court must be waoyto over generalize the invention, as
“all inventions . . . embody, use, reflect, rest upmmapply laws of natutenatural phenomena, or
abstract ideas.”Alice, 134 S. Ct. at 2354 (omission in originpaln other words, the court must
distinguish between “ineligible ‘abstract-idbased solution[s] implemented with generic

technical components i conventional way’ from the eligi ‘technology-bas# solution’ and



‘software-based invention[] thamprove[s] the performance of dhcomputer system itself.”
Amdocs (Israel) Ltd. v. Openet Telecom, I8zl F.3d 1288, 1299 (Fed. Cir. 2016) (quoting
Bascom Glob. Internet Servs., Inc. v. AT&T Mobility |.B€7 F.3d 1341, 1351 (Fed. Cir. 2016))
(alteration in original).

If the challenged claims recite a patent-igidie concept, the court then “consider[s] the
elements of each claim both individually and ésordered combination’ to determine whether
the additional elements ‘transform the natureha& claim’ into a patentligible application.”
Alice, 134 S. Ct. at 2355 (quotindayo Collaborative Servs. Prometheus Labs., InG66 U.S.
66, 78-79 (2012)). This step is satisfied whbe claim limitations “involve more than
performance of ‘well-understoodputine, [and] conventional aciiies previously known to the
industry.” Content Extraction & Transmission LL\XC Wells Fargo Bank, Nat'l Ass'776 F.3d
1343, 1347-48 (Fed. Cir. 2014) (quotiAgice, 134 S. Ct. at 2359). The Federal Circuit has
explained that “[w]hile the ultimate determination of eligibility under § 101 is a question of law,
like many legal questions, there can be subsideaiyduestions which mube resolved en route
to the ultimate ledadetermination.” Aatrix Software, Inc. VGreen Shades Software, In882
F.3d 1121, 1128 (Fed. Cir. 2018). As such, “[tipgestion of whether a claim element or
combination of elements is walkhderstood, routine and conventibt@a skilledartisan in the
relevant field is a question of fact” that must “proven by clear andonvincing evidence.”
Berkheimer v. HP In¢881 F.3d 1360, 1368 (Fed. Cir. 2018).

Something is not necessarily well-understood, routine, and coamahsimply because it
is disclosed in a prior art referencExergen Corp. v. KAZ USA, In&o. 2016-2315, 2018 WL
1193529, at *4 (Fed. Cir. March 8, 2018). There are many obscure references that may qualify as

prior art but are insufficient to establish soneghis “well-understood, routine, and conventional



activit[ies] previously engaged in kscientists who work in the field."Mayq, 566 U.S. at 79.
Additionally, specific improvements described ipatent specification, “tthe extentthey are
captured in the claims, create a factual dispetmrding whether thenwvention describes well-
understood, routine, andimventional ativities.” Berkheimer 881 F.3d at 1369. However,
“[w]hen there is no genuine issue of material fagtarding whether the claim element or claimed
combination is well-understood, utine, conventioriato a skilled artisan irthe relevant field,
[patent eligibility] can be decided summary judgment as a matter of lanBerkheimey 881
F.3d at 1368.
II. DiscussION

To prevail on a § 101 challenge, the movant must show that the challenged claims first fail
the “ineligible concept” step and then also fail the “inventive concept” step éittestest. The
Court will first address the scope of JHA's § 1€Hallenge and then address the substance of

JHA's § 101 challenge.

A. Claim 1 of the '430 Patat is Representative

JHA argues that Claim 1 of th¢30 Patent “is exemplary oflalaims in the [A]sserted
[Platents” and thus demonstrates tiat Asserted Patents fail both step&\bfe. (SeeDkt. No.
28 at 9, 27.) “Each of the claims is analogousdope to the ‘system’ claims recited in each of
the .. . [A]sserted [P]atents.1d( at 9 (citing Dkt. Nos. 28-1430 Patent comparison claim chart),
28-2 (106 Patent comparison claim chart), 2824 Patent comparison claim chart), 28-4
(071 Patent comparison claim chart)).) In @sge, PPS Data argues that JHA overgeneralizes
Claim 1, but “for the purposes of opposing JdAM]otion . . . PPS Data will address JHA’s

allegations regarding [C]laim 1 of th#30 [P]latent.” (Dkt. No. 30 at Jee also idat ("*JHA’s



reliance on the ‘exemplary’ [C]laim 1 of the ['][43P]atent simply ignores . . . substantive claim
limitations that require physicarinting, processing, and hanutii of hard copy of check.”}.)
Having considered the parties’ submissions, @ourt is persuaded that JHA has not met
its burden to demonstrate that Claim 1 of the 'Bafent is representatiod the 106, '924, '071,
and '956 PatentsSee Perdiemco, LLC v. Industrack LUKo. 2:15-CV-1216-JRG-RSP, 2016
WL 5719697, at *7 (E.D. Tex. Sept. 21, 2016) (“Wie¢[the movant relies on a representative
claim in its § 101 analysis, it bears the buraérshowing that the othmeasserted claims are
‘substantially similar and linked to the same abstract ided/8}jsata Software, Inc. v. NetBrain
Techs., InG.No. 13-676-LPS-CJB, 2015 W£768938, at *4 (D. Del. Sept. 30, 2015) (“[A]s the
moving party, Defendants bear the burden to detmatesthat their asserted Section 101 defense
is well taken as to each claim.”). Although JHA'’s patent comparison claim charts (Dkt. Nos. 28-
1, 28-2, 28-3, 28-4) may be sufficient to demamtstrthat Claim 1 of each Asserted Patent is
representative of the other independent claims withirsdéingeAsserted Patenthe charts do not
automatically demonstrate that Claim 1 of the '#3Qent is representative of the claims in the
other Asserted Patents. In fact, JHA did nobypde the Court with a comparison chart for the
'956 Patent. CompareDkt. No. 28 at 9 (“[T]he '956 pate provides 11 claims, with a single
independent ‘system’ claim. Each of the claimanalogous in scope to the ‘system’ claims recited

in each of the other [A]sserted [Platentswijh Intellectual Ventured LLC v. Sprint Spectrum,

4 Although PPS Data does not lodge a fulsome olojedtt JHA’s assertions that Claim 1 of the
'430 Patent is representativeet@ourt has discretion whether to treat Claim 1 of the '430 Patent
as representative for purposes of this Moti@ee Berkheimer v. HP In@81 F.3d 1360, 1365
(Fed. Cir. 2018) (“Courtmaytreat a claim as representative in certain situations, such as if the
patentee does not present any nregiul argument for the distinctive significance of any claim
limitations not found in the represtative claim or if the partseagree to treat a claim as
representative.”) (emphasis added).



L.P., No. 2:17-CV-00661-JRG, 2018 WL 6804804 *at(E.D. Tex. Sept. 24, 2018) (“[H]igh-
level, conclusory statements candig be considered ‘analysis.™).)

Although the Asserted Patents in large gadre the same specification, Defendants make
no argument that the 430 Patent and tither Asserted Patents claim #@meinvention®
Accordingly, the Court finds that Defendants ha¢ met their burden to show that Claim 1 of

the 430 Patent is representativetiod other Asserted Patents.

B. Patent Eligibility of the ‘430 Patent

As an initial matter, JHA and PPS Data haweth attached matters outside the pleadings
to the Motion to support their respective positiorSeeDkt. No. 28 at 22—24 (citing U.S. Patent
Application No. 14/185,667); Dkt. Nos. 28-9 (NotmeAbandonment of U.Ratent Application
No. 14/185,667) see alsdkt. No. 30-1 (Expert Declaratiaf Dr. Michael Shamos on behalf of
PPS Data).) The Court exercises iscdetion to exclude those matteBeeFeD. R.Civ. P. 12(d).

JHA assert that the claims in the 430 Paftaiitat both the “ineligible concept” step and
the “inventive concept” step of thidice test. As to the “ineligible concept” step Alice, JHA
argues that the Asserted Pateats “directed to the abstracte@ of check da processing,
including receiving and transmitting electronic chedkrmation and images of paper checks, and
storing financial information extracted from theechks at a centré&cility, all using a combination
of known, conventional computerroponents.” (Dkt. No. 28 at 18.) The Asserted Claims “cover
nothing more than the manipulatiohfinancial data, i.e. duplicating checks in image form and

moving them from one place to another.” (Dkb. 28 at 15.) The independent and dependent

®> Despite the '924, '071, and '956 Patents beingesttip terminal disclaimers, JHA has neither
identified this issue as relevambr explained how this issuéfects the scope of the '924, '071,
and '956 Patents with respectdibher the '430 or '106 Patents.

® While U.S. Patent Application No. 14/185,667 maydlated to the Asserte@atents, it is not
part of the prosecution histoof the Assedd Patents.

9



claims of the 430 Patent “recite the gerietamputing steps of receiving and transmitting
information,” along with conventionand abstract processing step§edDkt. No. 28 at 11.)
Additionally, JHA argues that the aforementionezpstset forth in the '430 Patent “could easily

be done by, for instance, a bank teller who mails copies of checks to banks and who sorts and
reviews those checks.'Sée idat 16.) JHA also argues that “ttlaims of the [A]sserted [P]atents

are purely functional, and do not tedaiwto do anything,” and any “[g]ective data transmission,
conventional or otherwise, isilstdata transmission, and still sfpact.” (Dkt. No. 31 at 5, 6
(emphasis in original).)

For the “inventive concept” step dhlice, JHA argues that since the '430 Patent
“contemplate[s] the computedation of known check clearingractices, using conventional
hardware, in order to reduce paperwork and ditpeprocessing,” the 430 Patent “implicitly
concedel[s]” that the “underlyintheck clearing processes . . revévell-understood, routine and
conventional’ as of the Ap 2000 priority date.” $eeDkt. No. 28 at 17, 2fciting e.g., '430
Patent at 1:66-2:4).) Althougheth430 Patent “purport[s] thahe claimed check processing
solution provides increased efficiencies, thepputed improvements come from the use of known
technologies.” If. at 22.)

In response, PPS Data argues that the '430 Patant directed to an abstract idea but is
instead “directed to a remote capture systemehables the capture of deposit information and
images of physical checks and processing ¢heck image and deposit information without
actually transferring the elek physically.” (Dkt. No. 30 at 9.Lheck image andata are routed
“to different locations (including a central systespecific locations within a bank of first deposit,
Federal Reserve Bank, maker bank, or correspandank) in a particular sequence” that

“bypasses the MICR capture, deposit accountind) ca@nagement and float processing systems

10



of the bank of first deposit.” (Dkt. No. 30 at 10, k&g also idat 14.) The U.S. Patent and
Trademark Office (“PTQO”) determined that “the transmission patpassing limitation . . .
distinguished the ['430 Rent] from the prior dr” (Dkt. No. 32 at 5;see also idat 6 (“The
advance is anovel system where the transmission path bypasses MICR capture, deposit
accounting, cash management, and float proogssystems of the bank of first deposit.”)
(emphasis added}.)Since “the claims in the [430 Patent] require[s] that checks be transmitted in
a specific sequence and path,” PPS Data argue€ldiat 1 of the '430 Patent is not directed to

an abstract idea. @@ No. 32 at 5 (citindgolutran, Inc. v. U.S. Bancor@91 F. Supp. 3d 877, 889

(D. Minn. 20175).)

As to the “inventive concept” step @flice, PPS Data argues thdte PTO expressly
identified the claimed “bypassindiinitation set forth in the '430 Rant as novel in the patent’s
Notice of Allowance. (Dkt. No. 32 at 6.) fiBr to the invention, depositing and clearing checks
required individuals and businesses to take kdhemd physically deposit them at a financial
institution” to be routed to processing castéor magnetic ink character recognition (“MICR”)
capture. (Dkt. No. 30 at 17.) However, by using imaging devices to capture check and image data
and routing the same along a specific path to clear the check, “the present invention makes
[traditional] MICR capture unnecessary.Id.(at 18.)

The Court is persuaded that it would benetitrira more develope@dtual record before

determining whether Claim 1 of the 430 Patenpatent-eligible. Courts often deny motions

’ However, the Court notes that “any novelty irplementation of the idea is a factor to be
considered only in the second step of Aiee analysis.” Ultramercial, Inc. v. HuluLLC, 772
F.3d 709, 715 (Fed. Cir. 2014).

8 In view of the pending appeal 8blutraris patent-eligillity decision,seeBrief for Appellant at
34-55,Solutran, Inc. v. U.S. Bancarplo. 19-1345 (Fed. Cir. Jan. 18, 2019), ECF No. 37, the
Court refrains from considering PPS Data’s arguments in vieSoloftran

11



seeking dismissal on the pleadingghout prejudice to refiling # motion in order to obtain a
more complete understanding of the claimed inventiee Data Distribution Technologies, LLC
v. BRER Affiliates, IncNo. 12-4878 JBS/KMW, 2014 WL1462765, at *7 (D. NJ Aug. 19, 2014)
(“Defendants may resubmit their abstractness raegus at a later date, when there is a more
complete record before the Court.Autumn Cloud LLC v. TripAdvisor, IndNo. 2:16-CV-853-
JRG-RSP, 2017 WL 1856232, &t (E.D. Tex. Apr. 3, 2017)report and recommendation
adopted No. 2:16-CV-853-JRG-RSP, 2017 WL 18381493 ETex. May 6, 2017). For example,
in Amdocs (Israel) Ltd. v. Openet Telecom, Itiee Federal Circuit significantly relied on its prior
construction of the claim term “enhance” as megrito apply a number of field enhancements in
a distribute fashion” in @ process of concluding that the atexd claim was patent eligible. 841
F.3d at 1292.

The Court finds that the deterraiion of whether Claim 1 of 87430 Patent is valid under
§ 101 would benefit from a fuller factual recdrdn particular, a more developed record would
help the Court resolve the parties’ dispute over whether the limitations set forth in Claim 1 of the
'430 Patent constitute a non-afagtt application, isunconventional, angvhether the claimed
invention relies on this arrangement, among other issBes.Bascon827 F.3d at 1350 (“[A]n
inventive concept can be found in the non-coiemal and non-generarrangement of known,
conventional pieces.”WIcRO, Inc. v. Bandai Namco Games Am.,I887 F.3d 1299, 1316 (Fed.
Cir. 2016) (A “process specifically designed dohieve an improved technological result in

conventional industry practice.”).

° Judge Payne’s claim constructiorder, which this Court has adept demonstrates that a fuller

factual record would assist the@t in determining the patent-eligibility of Claim 1 of the 430

Patent. $eeDkt. No. 55; Dkt. No. 68.) Additionaj] one-sided expert declarations (e.g., the
excluded declaration of Dr. Shamos) are not hélpfthe Court in determining whether Claim 1

of the '430 Patent ipatent-eligible.See supra. 9.
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For all of these reasons, theu®t cannot find, as a matter oilathat Claim 1 of the '430
Patent is directed to a patent-ineligible abstided and invalid at this time. This Court has been
confronted with motions under § 101 that would matterially benefit from claim construction
and the related development of the record. @nother hand, this Court, as here, has also been
confronted with motions under § 101 where the oppasiteile. Each motion and each case must
be evaluated within the unique context of wtte Court finds before it, from all sources and
avenues. In this situation, more medled than the Court has before it today.

V. CONCLUSION

JHA’s Rule 12(c) Motion fodudgment of Invalidity Under 35 U.S.C. § 101 (Dkt. No. 28)
is DENIED. However, this denial is without prejad to JHA raising this issue under Federal
Rule of Civil Procedure 56 witlthe benefit of the Court’s tilnate claim construction, the
development of a fuller factuadéecord, and a more rigorous anatysn the representative nature

of Claim 1 of the '430 Patent.

So Ordered this

Mar 21, 2019

mf/@m

2]
RODNEY GILgiRAP ;
UNITED STATES DISTRICT JUDGE
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