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AUTOMATED PAYMENT Ly exedit card) 5 used to pay down the morchast's outstand.

RELATED APPLICATIONS

“Iés pppHication js 8 continuation of U.S. Ser. No. OB0,
308, filed Jul. 9, 1997,

TECHMICAL FIZLD ‘

“Fois javention selutes to systems and processes far so-
rmated ropayment of 2 loan by a mcrelnot bogower via fees
fowicd thiough ns cotity that pracesses prynscnt transactions
for the mtrchent.

BACKGROUND INFORMATION

Card (o5 credit, debat, churge, smat, e.lc.) lransactio

H

1

“w

tag Joun, T ono embodimont of tha prosvnl invention, &
merchant thet has borrowod » Joan amount from the fomler

pis 8 identifying ber (&g B
e, clhatge, payment, of debit cand mumbed) as paymeat
Trom the custome: apd nformasion velaled to ke payment i
forwarded In 8 morchant processor. Acceptance of this type
of payraent from e cuslorser ctn be dogs, for example, ab
n merchant location {&.g. a roleil estsbliskmeont), over the
telophone, or clectsonically vin, for vxample, the Workd
Wide Weh by the merchent oroa behalf of he merchant. The
smerchant provassor then acquires the faformaton related 10
the payment fon, p that ik fon, and
Forwards at east o portion of the trankaction Emount o 1t
tender as repaymont of ot Isast o portion of the ousstanding
lorn pmousl owed by ibo merchant, The loan gaymonis
alicrnotively moy be gk unéll & pred jood
t s rexched, and then of foast 8 portion of the

genenlly fovolve ot Toasl m Sanis, 1 P Yty
fssusrs, and cardholders, Such transactions inclutle authori-
zation, cloaring, ond settfomeat processes, and may ncludo
e wse of a systee euch as the VisaNet o Cimes sysiem to
authodze, closr, znd sclife the card payment.

0

Loan repayment genorlty i pecdormed by « bormowor

sending periodic pryrosnts directly o the tender by post or
by clcotonic fuads transfor through the banlting sysiem,

SUMMARY OF TIHZ INVENTION

Tt 34 an object of lke invention to provido w2 putomuttd
Wsnre sopayinent systom and provosy hused oo Jeuy lovied v
yayment ausactons such s thoss fovelving wnloue ftsn-
tifying aecount nunbers (8- wedit, debit, chargs, py-
ment, s, cle, card mubers).

The tavention utiifzes & morchant pocetsorin the loan
repayment p The Homt ¢ may be, for
cxumple, & thind party entity (Lo, ar entily other then e
bormwer of the Jendsr), the same enlity as ihe Jender, or an
cntity afitiated insome way with the lenter A8 an cxmple,
with some eredit cands, the metchent processor canbo 2 third
parly, As sunther example, with some cards svch 23 fhe
American Hxpress charge card, he merchan! processar can
bre the saue a5 {ar at Jeast closely afilisted with) the londer.
1o geocrat, 8 “merchant processer” fsuny entily Sl acquiz:ﬂi

%

13

k)

accmmululed puyments 3 forwarded 1o the Jender (or il
drsignes). 1o another empodiment, Toe marchant pracessor
may prrivdically forward at leost a portion of the payment
to the lender or designee, llot example, the merchant pro-
cossor may furward) paymotit Maounts svery motth, orbascd
ot sn nmovnt such as ofier cack oo thovsand dolars
(51000) werlb of rasactions. The kodor or desiignes {8,
& batk ur uiher lendiog ssitution, or a0 eniity culleeting
paymenls on behall of the londer} mecives the poriion of (he
payment forwarded by the merchent pmesssor and applics
that caiount 16 the custndiog foan smoust owed by the
smurchant o rodocs (hat euistaedizg lose smownt.
Asystem seeonding to the invention atomates repayrent

of 2 loan mods by a leodor fo & merchant by ilidng
payenent transaations (e.g., credi, debit, charge, payment,
soanyt, she, card fransactions) with ik merchant. 'The system
incliles means for accepiiag & {dentifylng
aumber 8 peyment from the cnstomor sod for forwarding
Information relatod To e payment 10 2 merchaut procossar.
n ore embotimen, fhe ey use cquipment pro-
wvided by VeriFone Inc, of Redwood Clly, Calif, such &3 &

1 i cnrd swipe maclrice, to Exeilitals cart umnsactions
by customers. The marchant processor Tostudes means Tor
revetving the Hnformation related fo the payment and mezns
for fon'mdin_g a lvan payment lo the lender.

yartelinat fransactions such as & hoak or other fi
tnstitution, of &n arganizaiion dedicated to acqulring and
processing _oierchant transactions. Acquiring merchent
sransactions generally means rocsiving prymunt informativa
from & tuerchan! of on behslf of a merchant, oblnining
outherization for e paywment from the cand ixsucy, sending
tant suthosization 10 the hioot, sud then compleiing !

[ Jon by paying the motebeot, submilling ihe pryment,
and gening pld by the issuee, For this service, ihe marchant
proccssor typically lovies a fes on the merchanl st I3 o
poreomtage of the zmount of ibo paymont Imptaction. In
gonctal, the paymont information forwarded (o'1he merchant
7 yr relules f0 2 identiller submitted to the
mecchanl a3 paymeat For some good(s) andjor seqvice(s),
and that idoenitfier can b tho accvunt gumber essocialed
with, fiot examplt, a debit card, 2 smarl cord, & eredit card
(e.g, & Visa or MasterCord card), 3 eharge cerd fe.g., a0
American Express cand), ele.

The invention relales 1 systema anth procssses for suto-
mted repayment of o loan made by 3 tender 1o & merchant.
The systuns and processes of the avemtion wilize consemer
payment wmnsaclions with e mershant t atlow the meT-
chint to reduce the vetetanding forn smount. Typically, &

4%

]

[

&8

The thus automates the lear repayesent process,
sl providys en vasy and officvel pechanism by whith
merchants that acvep! customer-identifyiog acoount Aum-
bers (ege oredit vards) as peyment For good(s) andfor
service(s) can repay Toaps. The borrowing merchants use
one of mbse already-familiar payment transaotivh procoss-
Ing systents 10 make the papmenls requied by the lendsr or
1he loan collecting cntity. The fovontion makes foan repry-
mont and colisction simple ond etficient for both tho bor-
yowor and ihe lendor,

‘Tho Forepoing and viher objects, aspsois, featutes, aml
advantepesof the invention will becoiae niore appriverst from
the following drawings, description, snd claims.

BRIEE DESCRIPTION OF THE DRAWINGS

In the drawings, like rofk characiers penernily rofer
1o the same parts throughodt the differznl views, Also, the
drawings are not ily lo oude, omphasls josicad
gonerolly being plaved wron iflustrating e principles of the
mveaiton.

FIGS. LA and L1} ars schematic Hustrasions of a payment

pereentage of » consumer's paywent 1o the merchno! (o1

lion fom ientiva {FIG. LA) 10 settlement (FIG.
1iB).
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FiG. 2 is a block dlagram of pmeschard processor making
paymunt {oboth a merchont and u Jeader, &y accordanco with
the invention.
FIG, 34 Is # dhpgmw of & merchan! propessor sysien
aeconting to the fovention,
FLO. 31 & 3 Jfagrom of & marehand lueetfon.

DESCRIPTION
Referring 1o FIOS, 1A sed 1N, o purch

[

4
approval of the sutbacization fo the merchaat processor 38
via the notwark 40, s fodiated by arows 44 end 34, The
morhent processot 30 then posses on the suthorization
agproval 16 e reorchant, a5 indicated by an arrow 24, With
ihe spprovel, the seobad part of the cnnl transaclion car sow
oceur, This seturn prth (L., argws §4, 34, and 24) niso can
be secomplished by clectronic smnsmission through one or
moro piivale snd/or public network systoms. Tu gonesal, off
of the arrows in FIGS. 1A, 18, ard 2 represent olecironic

(R, & teedit cand tzansaction) geaecally bogins with 2
cardbolder 10 providing » customer Kestifor {iypivally, £
wnique Identifyiog account number snch as thot oa o credit
cuirdt suck 55w Viss or MasterCand eand, a (bl card, a ymort
card, a chergs 2ard such &8 an Amerienn Express card, €ic)
1o p eaprchast 20, as [ndicated by an arrow 12, for payment
of pontls andfor services parchased by the customier, The
morclant can be asy busioess that accepts such form of
payment for U gootls sndfor sorviees provided fo cuslomers
by the business. The eandholder £0 mighd presont the eand 1o
ihe meschant 21 in pemon, of the ceribolder L might
provide the cat mumbet 1o the prorchiont over the teiephone
orel jcally by cousputer (o.g., viathe World Wide Web,
WWW). Also, the cardholder 10 might ptovids the trrd
numher 1o an entity ecting on behelf of the merchan such s
a WWW provider thet sels bp and mahitalas the merchant's
Wob puge{s). Howover the customer identifier (v.4., cord
sumber) gets 1 e smurcheat oF the menhant’s agent,

w

25

axthorization must bu obtained before e peymeat can b -

zecapted aud the purchese transaction coploted.

Authorfeation, as shown in FIG. LA, favelves an wotko-
nzalion reauest goisg 1o a merchant provessor 30, 05 -
coted by an arcow 22, The request genenlly goia lo the
hant 7 30 etectrontenlly by, lor sxamyple, wans-
mission theongh the telephons system andfor some other
petwork (6.8, 1b6 Toiernet andfor an Intrauct). The merehunt
provessor 30 (ake keown as an acquirer becanss it 2equires
mexchant transactions) then rowies tho guthorization request
1o pcard issuer 50 via & notwork 40, a5 indizated by asrows

32 s} 42, Jn some embodi the ol 3
(300 in FIGS, 2 and 34} ib the baok of the merchant 20, snd
the card issuer 50 is the cardboXlor’s buele 'Fhis rouling
generally is performed slocironieatly in -2 manner mentioned
abnve {Le., vis onp or wors publie sndfor private networks).
The network $0 may bo, for exemple, e VisaNul systom.
Other examples of (o network 40 inctude debit catd pro
cossing mslwork sysiems (o4, Cimus), the American
Rxpress card neiwork, and the Discover (Novus) eard oet
work, 1l raay bé pussialc ko bypass the notwork 40 ond soad
the aulligrization reouest direcdly from the merchant proves=
sor 30 o the card fssuer 50, In some fnstances, the cord
issuet 50 elso porforms the funetion of nequiting merehant
i (Amauricsa Exp L ple). Alse, the
mutchand processar 30 agd the vard issuer Sik¢an ba merged,
a0d the autbordzation reguest will tien po enly o ths
saexchant processor 30 which itself thea cen approve of
disapprove the reqacst & ko hant p 30
and 1he casd fssuer 50 ore now the same ontily, In the case
whers the network 3 ssused and the card issusr S0 2ad the
jerhant p 30 vro sopumts (vrgrtzativanlly sadfer
physlcafly) enlities, the curd iswor 59 roceives fhs wushori-
zutlon reguest via the senwark 40 and either opptoves or
disapproves the request. An exumple of vriten the card fsseet
§0 may disapprove the suthorizlion wquost is when the
dholder 10 has reached the maxh Hrmit on the card or
il the card pimber bas been fraudulently obtained, Adstim-
ing fhe reguest s spproved, the cnrd dssuer 50 sends

E

2

U s

45

E2]

&

L3

fonn, exeept possibly for srrows 32, 22, 24, 26, 52,
and 54 which may involve other ypes of rnsmission such
a5 physical delivesy (2.8, & card broded over by the card-
halderfcusiomer 10} or post (6.8, & bilt rent o the exnd-
holder 10 via the U, Postel Service or dther carring} or by
wkphane,
_ Referring, to FIG. 18, 1o complete the purchose {reosec-
tion, the doliar amount of the customer's purchiase i Jor-
wetkd 1o 1he merchant prosessor 30 by the hant 24, a5
tnibicaied by an arrow 26, The merchant pricessor 30 pays
the merchnnt 20 some azount Toss than the amount subimil-
tod to 1l merchant processor 30, The metehant processor 30
typlealiy charges o fee, often referzed to o5 & discount rale,
Tor processing the puschase impmction. For voumpls, (e
sustomet’s purchase may have boen §100, and with a
diseonnl rale of 1,9%, the merchunt 20 15 paid $98.10 (o,
$100 Joas 1k 1.59% discount eatc) by ihe memhant processot
30, The merchunt processor 30 swbmils the vntire amoun ol
the custemer's purchase 1 the cord issuer 50 via the network
40, as radicated by acrtws 36 and 4. Again, the neiwork 40
may be vliminated, ond the murchent provessor and gapt
{ssuep Functions may b contained in one entity, In the case
wisero tho nelwork 49 is dnchuded ard the merclmnt proces-
sor ant cand jssuer iLyciions are separaty, the cand issuer 5B,
vin the petwodk 40, pays 1he merchenl processar 30 some
amennt Tass than the amount submitted to the card issuer 57
by the meschant procussoc 39, as indicated by arows 48 and
38, “Vhis reducsd amenat refiscts santher foo foviod on the
transaction by fho cerd fswoee 5U, often referred 2 &5 an
intprchange fee, The interchanpe fee i5 oftan pact of the
discount rate, The merchant processor 30 1hes i fum peys
Uis merchant 20 (e.g. by forwanting prymesl fo u bank
Geving an occount mafuteined by the morchent 26) soint
amount fess than Ike 45 original p
= indicnted by an arcow 28, For example, with an eriginnl
cusiowor purchase of $100, and with &x julerchange lve ol
1,456, the werchant proveysor 30 s paid §98.60 (le, $100
Toss tho J.A4% Interchangs fec) by the cand issuer 58, This
amousl i further reducedt by The mosshant provessor's fot.
Tims, in this $100 erlginal customer purchase exumple, e
merchant 20 5 paid $98.10 by the meschent processor 30,
the merchan! processor 3 makes $0.50, and the card issucr
raakes $5.40, Stated another way, the morchunt 20 pays
1.9% for tha ability 1o uller cumomers the conveoiznes of
paying by card, aat et L9% Tes or sumhonge i oflosated
1o the merchant processor 30 £0.5%) and the card Issver
(1.495) for providing the merchant 20 with that ability,
“$he caed issuer 50 hitks the customer or vardholder 10 for
tho full amount of the original purchase (s, $100), and the
cardholder 10 is responsivle for pnying that siwount, plus
say intorest and ofhor Socs, in fnfl or ie lestalicont pay.
ments, Also, when ihe nefwork 40 i used, hoth the inerchant
processor 3 und the curd issuer S8 generally pay 4 fea to the
provider of the network 40, Vor cxample, in the case of
Visalet, the merchant processor might pay $0.069 to Viss-
Net as & enrd servics (e, aad the card issusr 50 might pay
VisalNet $0.059 ¢ a caret service and ironssctive feo, These
payments by the merchant processor 30 and the card issuer

Page 11 of 48
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$0 toyiho provider of 1l astwor 40 reducs the amount mats
off of the suscharge fo.g., 1.99) fmposed op the merchant
26,
Having deseribed the environment io which the invention
operuies with stfarencs to KIGS. 1A sod 1B, the anpmated
Toun sepayment syslem and process ueeonding (o e inven.
tion will pow be deseribed with referencs to FIGS. 2, 3A,
aud 3B, ’

Refonivg to FIC, 2, & lender §0 makos 2 oan fo the
merchant 20, &5 fodicaied by sn arrow 62, The merchant 26 10

&
2k maeebants 20 with which the merchagy processor 30 is.
sulborized 1045 business (o.2., 8L least & phyatity of unigay
morchant eorde nimbess), and it slso can dnclude inforreation
ubatd which fender 60 i5 associated with cach avthorized
aeschant 26 and how {5, dollar amouels and frequency)
pitymens am 1o by made In the londors 80 by the merchant
processor 300, The merchant 1 o 300 ding i the
invootion osp be an eppropénely programmed compuler
such a5 a mainfy mitwonzpuler, PC, or Macintash
compitier, of 1% cun include » plurdily of such compulors

then I requived fo pay back the fofl Jorn ! pls
B , and possibly foes Cusrantly, the hant 20 typis
cally pays the outstanding toan back in pedodic fostallmests
(c.2., equal monthty payments over five yoars), ‘Fhe met-
chant 20 may make thess payments g tho fender 60 or 1o 15
some orher foan Topnyioeat oceivet, In FIG. 2, the loan
ropuyment roceiver By idemified as the londur 68, 1n scoore
denee with (e fovention, » purehuse trugsuction ocowrs 55
indicated in FIG, 31 excapt that thes Tl siep where e
Bant pays the hant is alkered, That 5, the 20
payment indicated by the arrow 28 Is altorsd, The Juvention
{avolves & merchonl processer 300 designed 10 pay 2 portion
uf what wauld nomaully g0 10 18 merchant 26 lo 1 lender
60 a5 apnyment of & least & postion of the merchant's
ouisteniling lopn umuund, a3 indicatod by an-arow 29, The 25
lender 60 thes rensives that porion of the pajment fore
wearded by the merchunt processor 308 ad applies it to the
metchanPs outstanding foan amvownt to roduco that outstand-
i loan amosnt, Fho merchent proccesor 360 thus poye the
mbrehant 20 some amount ks thue vt the morchan 24 30
would reozivein the arangement of FIG. 18, ss indicated by
an amow 27 fn FIG. 2, For exemplo, canying on with lhe
ple Introduced sbove Wi ref to FICGS. 1A and
13, jestead of peying $98,10 1 the mervhont 20 on o SHO
sriging) cord purchese, the merchant provessor JA0 might 35
send 588,10 to o merchant 20 a0d the other ST0.00 to the
fendor 60.
@ secordance with fhe invention, Thero con be & numbur
of varstions on how and when the merchunt processor 300
pays the leader 89, For exampls, the ] 300

coop g i0 perform e Tunctionality deserdbed herein.
Sirailndy, 1he other compooents of the cord trausaclion
system {e8., e meecham 20, the network 40, the card
lssmor 50, and the Jendor 68} according & the invention
sypicelly frelnde one or more appropristely pmgrammed
computers for fmplementing the Sunclionalily desceibed
berein,
Relerring to FIG. 38, the morchanl 20 typically fncludes
at lepst ooe compliter unfi 312, such a5 8 microprocessor and
tared poripherals, that con 2 ovet b bus 314
with & copsumer data juput device 316, o transactios data
Input device 318, memory 320, aud sn inputfoutput {HU)
duviee 322, The conseucer dato fuput device 316 is lovated
a1 the point-of-sale (o a consumes of merchandise orservices
from Iks murchant. The devico 316 can inchuds o keyboard
for use lr entsr % fidentifier, or
sleroativily it con inchede @ magnetic eand seader for
rceding o imagmelic stripe on a plastle cacd inserted #nto the
reader, With such & mogoetis sirpe card, the siipe is
eneoded with the jdentifee (e, the customer’s Visa tredit
carif account nvmber). When svich a plestie card is wsed, the
devico 316 also may include w keyboard for eniry of a
ptronsl dentification number (PIN) for verliying apainet a
ede storsd in or wo the zavd, ‘The Wuesection data dnpul
device 318 alsn is located 8t the point-of-anle, and it typi-
cally includes & keyboard or the Kke foruse by, for sxempls,
2 sales Glork to enter the doliar amount of the merchandlise
or strvics purchnsed by the custoror and posuibly othwr
related fnformalion, The device 318 could include & cash
ister 1n some embodiments, ke devices 36 and ¥l can

can atcumultte the peymenis recshved From whe cark Ssver
50 (vin arows 48 and 38) wntit a predetermined dollac
avaount is reached, and then the mtrshant processer 300 con
forwerd st least & portion of the accumulated peyatents 10 the
Ieader 60, Also, a5 anothiz example, the merchant processir 45
310 can poriodivlly lorwand payment o 1he ke 60, such

as uptn every utber paymenl received from ths wrd iseer

S

0, .
Reforring to FIG. 35, the merchant procsssor 308 accord-

share 2 singhs keybuard, 1he consumer and transaction date
crtered through the devices 316 aud 318 may by temporasily
siored in the memory 320, 'he memory 320 slso may
includs morchant duta sfonp with soRworo to dimel oporas
o of he comptiler 332. The bant chuta Typically will
include st least o merchun code number to ientily the
eaerahant, and merchunt dein ako may facluds Iformution
jndisating the tine or lovation of the sale Aodfor b8 sales
clerk Jnvolved in the purch cting, for pla, The

hent 28 may have mom than one point-ofsile lecations

ing to the javention typlcally inciudes i leasta p 50
302, memery 304, oo feputoutpur (YO} dovice 306, u,
morchent socounts dstebase 308, and = bus 330 o1 other
mcant for slowinyg thess P w jemio, The
O module M6 aliows the mercha pracessor Ml to
comuunicate eleatronically with the other components{e.g., 55
the merchant 20, the notwork 40, the cacd isseer 59, wadl the
teudee 60) i the cacd Iransnciinn processing system shown
in Ihe drawings. Tk processor 302 and the nismory 30
rcoperats with exch other and with the olker components of
tho murchunl provesser 380 to porferm vl of the funciien- &0
allty descriled hereln In one embodimenl, the menchay

and each sach location esa bo squipped with consumer tnd
iraosaction daw faput devices 318 and 319, Similarly,
racmury 320 rad J/O dovices 322 can bu roplivated ot oach
puint-ol-safe lovation al the merchant Z0. In ons embodi-

ment, valy tho devices 316 and 318 ore repllented at the -

erchant 20 such that oaly oge computer 312 is noeded by
cuch single merchant dnzation. Yoritono Ine. of Redwood
City, Calif,, for example, provides such merchont-locaiion
equipment.
Rufbcring now to buth FIG, 3A.end FIG, 38, the merchanl
provessar 30D and the merchanl 20 can communicale
firetgh the YO Jevices J05 and 322, These devices 306 and

Y w 360 pproprisie soflvace o perform all
of the functionality descrived heredo. In an alternative
enbodimont, some of all of the fucctlonality deserlbed
oreln ean be plished with dedicated o} jos Bard- o5
wired o perform the deseried B The mx
accougts datobase 308 can includs information identifying

322 can be modems, Tor example,

‘While only one merchant 20 and oo Jender 60 are showe
in the drawings, it should be understond thak in genern] &
plumdily of merchants 20 will internet with the merchont
processor 300, and the morchant pracessor 380 could inter-
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st with one or more lendors 68, {0 accordance with the
invention. ‘The <ilferent mechunis 20 gencrolly will bave
varyisy oulstending luan smaounts owed o ono of more of
1hs various lendars 60, The invenilon has heen shown and
Taed with 1o one merckant 28 and ont fander

60 for simplicity and evse af undeistanding, Alss, ks stated
yreviously, the merchant processor 300 and the eord fssuer
£0.can be separate crlities {as Is gonorally the case with Vise
* card processing) of the same eptlly, or at least affiliated
eotdtics, (s & generally tho case witbAmerican Expross eard
processisg)
Varlations, modifications, and other liny inng of

H

ki

8

payments until a p miged anonat s reached and then
Forwarding at least u porticn of tho zccumuluted peymonts o
the puymienl ecpiver,

9. "The mathod of claim ) whascin the sleps parformed at
the orerchant processor comprise periodically forwarding ot
Jewsl 4 portion of the payment W the paymest recsivern

16. A system for ntomated prymem of an abligation
made by 4 reerchont, comprising:

of & oierchant, meaas for acespting 8 eustomer idextifier

5 puyment from fhe cestomer and For clocironicslly
forwordieg information related o the payment fo a
Tand Tiant herein the e

what I deserihed hessin will aconr to thosa of ondinary £kl
in thie net without departing from tho spirit and the scopo of
the jvention as chiimetd. Accordingly, the invertion Is fo be
defined no1 by the preceding illustealive deseripion but
frestead by the spirit and scopo of lbe foflowiny clatms,

What i chime is

1. Amethod for 1 payment, chmprising

at o uetchent, sceepting a custonier ideriilior as phyment

from the eustonter axd clectronizally Forwardiag infor-

2

chant assoclated with the payment hax an mistanding
obligation to a third party; and

al the cemputerized hamt p , maans for
recaiving lho inforantion related 1o the payment from
the morchant, meaes for authorizng and seitting (e
payreest, kod

mowny for forwarding n postion of thes paymen) o the thicd
parly lo redace the obligation,

11, Toe system of claln 18 whorwin the aceepting meoss

malion tefated 10 the pay lo 2 computselzed grer- rompsises means for ncoopting o credit card aumber s the
chiapl proeesstin; custoner ientificn
&t the jzed L o, acquicing the 12, The system of clafm 10 wherelo the sccepling weras

information related W the payiuat from e merchoatl,
winborizng sod selting the paymeat, and forweeding 2t
least o pertion of B puyment lo 8 wopuleried
peyment teeslver 25 pryment of at feast & poriina of on
obligation made by 1he merchant; and

al the vomptierized prymugt receiver, roceiving the por-

tion of the paymen! forwardsd by the computerized
merchanl processer and applying thay portion 1o (be
outstanding obligation made by the merchant 1o reduce
wuehy obligetion,

2, The method of claim 1 whersin the socepling step
compeises accepiing & credil card pumber 43 1he customer
{dentifier,

3. The methotl of chybm 1 wherele the sceepiing siep
comprists acoepting a deblt cond pumber &s the Customer
ideatifier.

4, The method of claim 1 wherein the aceepling slep
comprises sccepting 4 smart card pumbsr 1 e castomer
identifion,

8, The method of claim 1 wherein the accepting step
comptists Beoopling a therge vond number o5 the cuslonsos
ideatifler. .

6. The method of claim | wherdin the ncerpling step
compiises accepting the customer Keotifier at o merchant
location. :

7. The melliod of clpim T wherein the ccoeptiog stop
comprises clectronically accepting the customes identificr.

§. The method of cleim t wherein the sleps performed at
the bast 3y fugther prise accwmolatisg e

25

30

as

4

tomprises moans for aevepting a dobil cart mumbor us the
customer idintiflen

13, The system of lairm 10 wherein fie scvepting nicans

prises raeans for sccepting o smart card puabor 18 the
customer ideotifier,

14, The system of claim 10 whoria the avcepling mexns
comprises muins For acoopting 2 <heps card numbes es the
ustommer {denkifier,

15. "I'ne system of clakm 10 wherein the scezpling meuns

prises mans for pting tho identilicr ot 8
merelant location,

16, The systen of clalm 10 wherein tho geceptiog mivens
comprises means for clestronkeally acerpting the customes
identificr,

17. The system of ¢lufoy 20 wherein the means ot the
merchant pmoessor farther comprise means for accumelat-
ing the paymenis until & prodk inusd t I reached
sl means for forwarding at least o postion of the zcounme
tated payments 1o The thied pory,

18. The systerm of claim 16 whereln the forwurdinp monos
af tho merehon! procossor comprises moars for periodically

. forwarding al lexst a puriion of the paymest 1o bhe thicd

]

pusly.

19.The system of claim 10 wherein the forwarding menns
ot the merehnnt procassor comprises means for forvarding
to the thind parky an that ¥ o oge of the
obligation.
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- " paTENT “D[b

AHorney Docket No, JHN-001 (475012)

IN THE UNITED STATES PATENT AND TRADEMARK OFFICE

APPLICANT: .. Johnson OQWQ 7
SERIAL NO.: DB/8D0,398 GROUP NC.: %‘?65-‘

FILING DATE: Tuly 9, 1997 EXAMINER: - James W, Myhre

TITLE: Automated Loan Repayment

RESPONSE AFTER FINAL UNDER RULE 1.116 Gm,up 270
G’

I response to the final Office Action meiled fom the Patent Office on February
16, 1999, plesse ronsider the remarks that follow.

A

, Telephonic Interview

On May 4, 1999, applicant’s representatives, Rober Tost and Michael Ginnetta,
spoke with Exerminer Myhre over the telephene about the final Office Action, Durmg the
interview, we genzral!y discussed the issnrs and positions set forth below, '

Claim Rejections -
Claims 1-6, 8-15, and 17-19 a7 rejected under 35 U.8.C. Section 103(s) over U.S.
Patent No. 4,750,199 to Cohen (hereinafier “Cohen™).

" Claims 7 and 16 are rejected under 35 U.8,C, 103() over Cohen in view of U.S,
Patent Np. 5,465,206 to Hilt et al. (hereinafier “Hilt™).

ADV0001034
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Pending Claims
Originally-filed ctaims 1-19 are pending In this application, with elaims 1 and 10

[

being the only pending independent claims.

The pending inde;;cnde:}t ciaims relate to automated foan repayment which
utilizes a “merchant processor” o forward at least » portion of:a customer's payment
{such as a Vise credit card payment) for !oan repayment receiver s repayment Of at Jeast
a poriton of an outstandmg joan that the merchant hag with 2 lender. As recited in the
independent claims, the customes makes the payment by using a “tustomer identifier,” '
which could be, for'example, a Visa or MasterCard credit card (ses dependent claims 2 ' l '
and 11, and/or page 5 of the originally-filed npplication, for example).-

A *“merchant processor™ acwrdi;\g to the invention is described with some
particularity in the onglnaily~ﬁ}cd wpplicetion, and this dcscﬁpﬁan/dcﬁnmen shouid be
used when mterprctmg and evaluanng the claims. As indicated on pages 1-2 of the
originally-filed application, a merchant prodessor geverally is any entjty dedicated to
aceuiring and processing merchant tra:isacﬁun_s. In acqui_ﬁng end pmcessing'a roerchant
transaction, the merchant processor ‘gersmlly receives card payment information from a
merchant or on behalf of 8 merchast, obtalns authorizatiax; for the card peyment from the
card issver, sends that authorizationto the merchant, and then completes the transégtion
by peying the merchent, sibmirting the payment, and getting peid by the fssuer. For this
service, the merchent processor typically levies a foc on the merchant, and te fee
typically Is a percentage of the smount of the card payment transaction, such thet the
merchant receives from the m‘erchant processor some amount less than the actual face-
value of the amount the customer paid 1w the merchant with the dard, The invention
relates to modifying the existing merchant prosessor system that is now used by
merchants to authorizs and settle card pryment transections, In accordance with the
nvention, the modification of the existing merchant processer system allows the
merchant processor to make payment to both a merchant and u lender (or other:!oan

ADV0001035
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Tepayment receiver), whereas previously the merchant processor shinply paid the
merchant. ' -

The invention tis generally relates to utilizing the existing “merchant prgcsssor”
system, but modifying it eccording to the invention such that the “merchant processor™
now “payls} a portion of what would normally go to the merchant 20 to the lender 60 for
other loan répayrhcnt receiver] ag repayment of at least a portion of the merchant’s
utstanding loan amount, a3 indicated by arrow 29 {in FIG. 21" (pages 7 and 8 of the '
originelly-filed application), “The lender 60 [or other Joan repayment veceiver] then
regeives that porficn of the payment forwarded by the merchant processor 300 and applies
it to the merchant’s ouistanding loan rmount to teduce that outstanding loan amount, The
merchant processor 300 thus pays the merchant 20 some amount less than what the R
merchant 20 would receive in the” conventional situation where the mervhant processor _' .
operates in the traditional manner depicted in, and described in refstion to, FIGS. 1A and
1B (page 8 of the originally-filed application). “For example, carrying on with the
example introduced sbove with reference to FIGS. 1A and 1B, Instead of paying $98.10
fo the match:;;nt &.;0 on 2 $100 original card purchase, the merchant processor 300 might
send 588,10 to the merchent 20 and the other $10.00 to the fender 60 {or other loan
repayment receiver]” (page § of the oripinally-filed application).

The claimed invention thus involves mo&iﬁfing the exi'sting “merchant pro.r;essar"
systom to allow repayment of a Joan by a merchant via the provessing by the modified
“smerchant processor” system of customers’ curd payments, Cash payments by customers
are not part of the ¢laimed invention as they do not involve 2 “eustomer identifier” and
thay do not get authorized and settled via a merchant processor, Only “customer
identifier” payments from oustomers are part of the claimed invention, and these can
include, for example, credit card, debit card, smart card, and charge card payments,

aceording to the invention, ‘ -
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Cohen

In sharp contrast 10 the Invention recited in the pending independent claims and

* described above, Cohen describes a rebate syster, whereby subscriber-purchasers receive
a rebate for purchasing poods and services through 2 closed network of vendors. Cohen
says nothing at all about utilizing a merchant processor to forward at least a portion of a
custorer’s payment (such as a Visa ersdit card payment) 1o & loan repayment receiver as
repayment of at least & pordon of an outstianding loan that the merchant has with a lender,
Atmost, Cohen describes using & merchant processor in the conventionsl mannet to
authorize ang settle card payment trensactions. Nowhere does Cohen even hint at +
‘modifying the merchant processor system 1o allow even a portion of what would
nonmally go to the merchant to instead go to some other entity. Cohen certainly does not .
tench or suggest anything About loan repayment by & merchan! via card payment
wransactions processed by s merchent processor,

With regard to Cobien’s deseription of using & merchant provessor in the
conventional manner to authorizs and settle card payment trensactions, applicent submits
that Cohen at best morely alluders to tradifional use of 2 merchant processor to facilitate
card purchase transactions, Cohen seems 1o indicate thata subsanber-pmchascr RNl pay
for a product with & ceedit card, and that any such card purchasa st first bs cleared 50
that the funds are then available to pass on and be used in the rebate system. (See Cohen
at eoluman 3, line 65 and colomn 4, lines 26-27.) This, however, is nm:hing more than &
conventional use of a merchant provessor, and virtually all of Cohen is fuc;:sed on
describing the rebate system which has absohutely nothing to do with 8 merchant
procassor. In sharp contrast to Cohen, the claimed invention is directed to using a
merchant precessor in a new and modified way,

‘The system described in Cohen is a purchasing system with a zcbate feature.
Cohen describes & marketing progtam designed 1o reward customers with rebates o
motivate subscriber-purchasers to patronize the shops, of vendors asseciated with the
maﬂr:eﬁng program to the exclusion of other vendors” shops (eolumm 4, lines 7-10 of

e s

s
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Cohern). According to Cohen, vendors joina pool of vendors that offet goods and
services st wholesale prices to the operator of the marketing program (columa 4, lines 1-
4), Subscriber-purchasers have access to the poods and services of the vendors in the
poo! and can order those goads amd services at retail prives through a purchasing conter
{cotumn 3, lines 40-44). A price differential exists between the wholesale price the
operater of the marketing program paid for the goods and services and the retail price
offered to the subscriber-purchasers for the goods and services (column 4, lines 4-6), and
this differential covers sl of the operator's fees as weil as the rebates for the subseriber-
purchasers. The rebate is sent to an insurance company that maiptaing individuel annuity
accounts for each of the subseriber-purchasers (columa 4, lines 17-29). ‘The tebate iy paid -
to the subscriber-purchaser via the snnuity account 20 years into the future (column 3, )

lines 22-26).
Again, although the Cohen system allows subseriber-purchasers to purchase . i
goods with credit cards, Cohen does not describe the use ofn merchant'proccssor to direct -}

the “rebate” to the insurance company or to direct any exira amount anywhere, Cohen
thus is very different from the invention recited in pending independent claims 1 and 10.

Cohen and Hiilt

it describes a systern for electronically paying bills by the customer entering
customer information “manually, vie paper, af an ATM, ot via a PC, telephone keypad,
screzn telephone or personal digital assistant” {colomn 11, lines 5154 of Hilt). Hilt
describes how a oredit card number gets into the system electronically, Hilt does not,
however, have anything fo do with the subject matter of pending independent clatms 1
and 10. Hilt adds nothing to Colien that would have made applicant’s invention
unpatentable, and applicant thus submits that all pending claims are patentable over
Cohen end Hilt, whether taken alone or in combination. ’
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Information Disclosure Statements

On March 3, 1998, & Information Disclosure Statement {IDS) was filed with the
Patent Office. A copy of the initialed 1449 forms sent with this IDS was refurned with
the first Offics Action (Paper Number 3) on November 10, 1998, On October 20, 1998, 2
Supplemental TDS wes fled with the Patent Office. Applicant requests return of an
‘tnitinled copy of the 1449 form sent with thia Supplementa] IDS,

Conclusion

In view of the foregoing, appHeant respestfully requests reiunsidcraﬁon,
withdrawal of a1l rejections, and allowance of all pending claims in dus course.

. Respectfully submitted,
Date; June 3 . 1999 ; EW% ﬂ/ﬂé
Reg, No. 35,393 Robert J. Tostd
Attomey for Applicant .
Testn, Furwitz, & Thibeauit, LLP
Tel. No.: (617) 248-1374 High Strect Tower
Fax Ne.: (617) 248-7100 ‘125 High Street
. Boston, MA 02110
TOSTIIE2269-4
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PATENT
Attotney Dockey No, THN-001 (47512)

N THE UNITED STATES PATENT AND TRADEMARK OFFICE

APPLICANT(S): Johnson . q
SERIAL NO.: 08/850,398 GROUP NO.: ﬁ? .
FILING DATE: Jgly 9, 1997 EXAMINER: James W, Myhre
THLE: Automated Loan Repayment

CERTIFICATE OF FIRST CLASS MAILING UNDER 37 C.F.R, 1.8

1 hereby centify that this cotrespondencs, and any docirment(s) referred to as enclosed
hereln, infere being deposited with the United States Postal Service as first ¢lass mail, postage .
propuid, in an envelope addressed to the Assistent Commissioner for Patents, Box AT, )
Washington, DC 20231 on this 3th day of Jens

e

Assistant Commissioner for Patents
Washington, D.C. 20231

sic | ~ RECEWVED
JUN G 9 w99
Group 2700

Submitted herewith lx/are:

Amendment and Response (6 pages.);
. Transmittal Form (1 pg.)
Extension-of Time Renuest (1 page):
Fee Transmittel Form (1 page);
Check for $55.00 {one month extension); and
Return receipt posteard dated June 3, 1999,

TOSTH7SW2EI20IS
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Appiication No, Appliennsiz)
08/880,308 Jahraon
Office Action Summary B Broer FTUT
Jamas Myhts Zr6h

I Rasponsive to communigationist flled on Ju/ 9 1957 .

{3 This actlan is FINAL,

[J Since twis appiication is in condition for allowance axcept for formel matiars, prosscition sy 1o the merits Is closed
In sucordance with the practice under Ex porte Quayfe, 1536 C.D. 117 463 0.6, 213,

A shortoned statutory parfed for respongs to this sption fs sot tooxplre __+ 3 month{s), or thirty days, whichgver
i3 tonger, from the molling date of this communication, Faiturs to respond within the period for rasporse wili cetse the
appiicetion to becoms ebandoned, {36 U.S.C. § 133), Extonsions of me may by cbisined under the provisions of

37 CFR 1.138(0}.

Disposition of Clelmy
I Clalmis) I-19 : fsjore ponding In the application,
Of tha above, claimis) . - isfate withdrawn fram considaration,
{3 Claimis) : ___Is/ora allowod, d
Z Cleinvs} 1-18 iglura rejacred,
£ Caimis) ) is/are objectsd to.
£ Claims sre gubjett to restiction or election requirament, |
Applicotion Papurs ’ .

Sas the attached Notice of Dratisporson’s Patent Drawing Raview, PT0-848,
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[Z1 ‘The proposed drawing correction, tled en is  Chpproved [:Iilsappx;wad. .
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[3 Tha oath or daclaratipn 1s obiacted to by tha Examiner.
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~Certiflad coplal Aot received: ‘
[ Acknowlodpgemont Is made of a cialm for domestic priority under 35 U.5.C. § 1195,
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Art Unit: 2765

DETAILED ACTION

Specification
1. The disclosuce is objected to becanse of the following informalities:
. On Page 5, line 21, *processor 30, 300 is the” should be “pmceséor 30 is the”, .
b, On Page 6, line 19, “erow 26" should be “arrows 48 axndd 38",

Appropriate correction is required.

Clalm Rejections - 35 USC § 167
2 35 U,8.C, 101 reads 23 follows:

Whoover invents or discovers aty pew and uacful process, machine, munufachere, o composhiion of
mtter, or any Rew srd usefol improvement thereof, may oblain & patent fhersfor, subject to tie conditions and
requirements of this tite. ’

3. Claims 1-19 are rejected under 35 U.8.C. 10} because the olaimed invention is directed to
non-statutory subject matter, . ‘

Claims 1-& have no practical application in'the technelogical arts. The claims recite @
series of steps and are considered for the purpose of enalysis under 35 U.S.C, 101 as reciting &
series of steps, but do not rc:.citc any connection fo the technologicsl arts, Clatms 10-19 recite a
system on which the steps of Cleims 1.9 are nm and are thus considered for th;z piﬁpose of
analysis unde; 1.8.C, 101 a3 reciting a series of steps, but do not recite any connection to the

technological asts, The claims do not define the terms “merchant processor™ or “loan repeyment

et A i 8 4ok Wiy T s SR L 4T T T h e G s smemlTRR

Page 27 of 48
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Rty

Serfal Number: 08/890,398 . . Pape 3

wad

Art Unit: 2763

roceiver” as being electzonic or computerized components; nor do they define "automated loan
repayment” as taking place on a computer system. Processor and payment Teceiver are well
known within the et s titles for eﬁp!oyeés which handle loan andfor payment p;acessing. The
claims would be deemed statutory if they recited a connection w the technological arts, such a8
“automatio computerized loan ra_paymem“", “5 merchant's computer processor”, snd "a

computerized loan repayment receiver™.

Clalm Refections - 35 USC § 103
4, The foflowing is & quotation of 35 U.5.C. 103(a) which forms the basig for all ebviousness
rojections set forth in this Office action:

{8) A patent rray miot be obtained though the Invewrtion is not identically disclosod or descsibed as set foith In .
section 102 of this tile, 1 tha differences betwoen the subject matier songht to be polented ond the prior art are - :
suth that the subject matter ns 4 wholo would have been obyivus mt the tips the fovention was mede to s pemon -

fisving ordinary 3kifl in the &rt to which safd subject matter pertains. Patentability shall not be negatived by the

manner in which the Invention was made, .

5. Claims 145, B-15, and 17-19 are rejeeted under 35 U.8.C, 103(p) as being unpatentable
over Cohen (4,750,119},

Claims ! and 10: Cohen discloses u system and method for purchase and transaction

processing, comptising: '
2. Accepting a customer identification and forwrrding payment informstiontoa

merchant (vendor) processor (eol 3, Jines 58-61; col 5, Table §; and col 7, kines 50-51);

e
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Serial Number: 08/890,398 Page 4

Art Unit: 2765

b. Forwarding & portion of the payment to g loan repayment receiver (Cohen
forwards a portion of‘ the payment{o & "finture benefit guarantor” or “en fasurance company™ {col
3, Hines 4-9 and 31-38, and col 4, lines 17-21). Bee Officinl Notice below); and

. ¢ Reteiving and applying the portion of the payment to reduce: the Joan amount
{Cohen increnses the futre benefit by the portion of payment received (col 4, lines 21-24), Sce
. Official Notice below). S i

Officis] Notioe is taken that it 53 old and well known within the fivance ort that sutomatio
deduetions can be made fo pay cuistanding debls, such as oros, munga'geS, insurance, efc.
Numerous automa;ii:'.deduiﬁuns are alsp made from transactions to cover sales taxes, credit card
transaction charges, €. Therefore, if would have been obvious to one having orgiinars; gkill in the
ast at the time the Invention was made that the porfion of the transaction that Cohen was
tmnsferring tp the ingurance company could be transferred to & ln;an company, a bark, a mortgage
company, ot any other account which the vendor desized. ‘Whether these payrents were applied
to docrease a Joan amount, make a mortgags payment, or Increase an account balance would ]
obviously depend entirely on the destination of the transfer. One wonld have been motivated to '
transfer & portion of the transaction to a loan repayment receiver in view of Cohen disclosurs of
transferrdng the portion o an insvrance company and in view of the widespread use of automatio
payments for paying mortgages (which arc one type of loan).

Ciaims 2- 5 and 11-14; Cohon discloses a system and method for entomated loan

repayment es discussed fa Claims 1 and 10 above, and forther disclosey accepting a credit card

ADV0001008
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Ast Unit; 2765

number as the customer identification {col 5, Table 1), but does not discloss the curd being 4
debit card, a smart card, or a chargs card. Official Notice i taken these are old and well known
within the business art as types of "ere;dit“ cards by wiwich consumers pay for goods and services
in phee of using cash. Therefore, it would have been obvious to one.haviug ordinary skill in the

art 8t the tme the invention was made to use any one of these cards when using the wansaction

system of Cohen. One would have been motivated 1o allow the system to use any one or maré;ﬁf .

these types of cards in order to increase the customers payment aptions and in view of the
widespread use of these caxds in fransactions. ]

Claims 6 md. 15: Cohen discloses & sysiem and method for antomated loan repayment as
discuseed in Claims 1 and 10 shove, and further discloses accepting the customer identifier at the
merchant’s location (eol 3, Bnes 40-57 end col 7, Lines 50-51).

Claimes 8-9 and 17-18: Cohen discioses a system and method for antomated lorn
repryment as discussed in Claims 1 and 10 above, and further discloses accun.mlating the .
peyments, then g_miodically {daily) forwarding them to the Joan processor (insurance
company){col 4, fines Z1-24),

Claim 19 thm diseloses & system end method for automated loan repayment as
discussed in Claim 10 sbove, BIIC; fusther discloses forwarding s percentage of the payﬁent {col 7,

lines 25-41).

Page 30 of 48
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Serjal Number: 08/850,308 Page 6

At Units 2765

L1

6. Claims 7 and 16 are sejootsd under 35 U.S.C. 103(a) s being unpatentable over Coben
(4,750,119) in view of Hiltetal (5,465,206},

| Claimg 7 and 16 Q;zh;n discloses g system and m_cthod for sutomnated lpan repryment g
discussed in Claims 1 and 10 above, but does not explicitly disclose electronically acoepting the
customer identifier. Hilt diseloses a similer system and method for clcotronically paying bills by '
the customér entering the information “manvally, via paper, at an ATM, or viaa PC, t&;.lephoa:c' e
keypad, screen telephone or personal digital essistant” (col 11, Tines 51.54), Therefore, it woﬁ!&
have been obvious to one having ordinary skill in the art at the time the invention wag made to
enter the customer identifier electronically using any one of the methods discussed by Hilt. One
would have been motivated fo do so by Cohen's disclosure of the customer placing the order over
a telephone (col 3, lines 42-44) and the widespread use of card readers in retail establishments to

facilitate repid and exror-fres entry of the customer's identifier.

Conclusion
7. The prior art made of record and not relied upon is considered pertinent to applicant’s
- digclosure,
Deming (4,823,264), Nagatn (Re. 32,985), Kight (5,383,113}, Hovakimizn (5,4655,91 )8
Pickering (3,483,445), Rogers (3,715.298), Tozeol (5,717,989), Xu (5,748,908), Ross
(5.757,917), and Bgendor{ (5,794,221} pertain to electronic systems for completing transactions

and transferring funds between the participants, with Kight disclosing automatic paymant of loans.
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Art Unit: 2765.

Any inguiry conceming this cummunicaﬁ_on or earlier communications from the examiner
* should be directed 1o Exr. James W. Myhre whose telephone number is (703) 308-7843, The
sxaminer can tiorroally be reached on weekdaye from 7:30 2.m. to 4:00 p.m.
lfattempls to redoh the examiner by telephone ure unsuccessiul, the exariner’s
supervisor, Allen R, MacDonald, cun be reached on (703) 305-9708, The fax phone mumber for
{his Group is (703) 305-3088, B
Any inguiry of a general nature or felnﬁng to the status of this application or gmweding' .

should be directed to the Group receptionist who_s't.-. telephone number is (703) 308-75-3200,

11703798 . &:‘,}J‘ 8@;@0—- -
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4 * *
4o 50,
A et N nm-uorfr'i’funn':‘)‘ . ?/ﬁ
tamey Dosket No, 1%
o 1-27)
IN THE UNITED STATES PATENT AND TRADEMARK O¥FICE . ElVED
SN 27 199
APPLICANT{Sy: ~ lohnson GTOU
SERIAL NO: 08/850,308 GROUP NO.; 2765 P 2700
FILING DATE: Jaty 9, 1997 EXAMINER: James W. Myhre

TITLE: Automated Loan Repayment

*
Assistast Coramissioner for Patents
Washington, D.C, 20231

AMENDMENT AND RESPONSE,

In response to the Office Action mailed from the Patent Office on November 10,
1998, please amend this application as indicated below and consider the remarks that

follow.

sty
On pape 5%t line 21, please chenge “the merchant processor 30, 300 js the” to —

(9" the merchant prosessor 30 (300 in FIGS. 2 and 34) i tho-- A
[ On page G4t ling 8 please changs “card isster S0” to ~merchant 20--.

Inthe Claima:
——’ ]
Pleese amend claims 1 and 10 as follows:
(F D ) 1. {Amended) A method for sutomited loan repayment, comprising:
N

acespting a customer identifier a3 ent from the custorner and glectronically
forwarding information related 1 the payment to z computerized merchant

) . processor; i
y at the computerized merchant procissnr, scquiring the informaﬁou‘reiamd to the
! payment and forwarding at least 4 portion of the-payment 1o a scompmgrized -

L

N K
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.!{- "

-

Applicant: Johnson

Sorial No.: D8/890,308

Pupe 2 of 4 .
{ loat: repayment Tecelver 83 repa

.

ent of ot least & portion of en outstanding
t: and . ‘
u|_at the computerized Joan repaymentjrecetver, receiving the portion of the
C jzed merthant processor and applying that
unt owed by the merchant to'reduce that

payment forwarded by the
portion 1o the outstanding loan
outstanding loan amount,

Page 36 of 48

tfier s payment from the custonier end for

ion related to the payment to a
computerized merchant processof, wherein a merchant associated with the
peyment has an cutstanding loanjto a lender; and

at the computetized merchent procgssor, means for receiving the information
related to the payment and meang for forwerding to the Jender a loan payment

assoviated with the payment,

BEMABKS

Applivant hereby amends claims 1 and 10, leaving claims 1-19 pending in this
application with amended claims 1 and 10 being the onty independent claims,

The specification has been amended to address the informalities identified in the
Office Action. Applicant submits that the specification as amended iz fres of
informalitics, and that all amendments are fully supported by the cdginally-filed
application, '

Applicant submits that amended claims 1 and 10 address the 35 U.S.C. Section
101 concerns raised in the Office Action. All changes to the claims are fully supported
by the origineliy-filed application af, for example, pages 8 and 9.

Claims 1-6, 8-15, ax'ld 17-19 are rejected under 35 1U1.5.C. Section 103(a) over U.S.
Patent No. 4,750,199 to Cohen (hereinafier “Cohen™,

Y
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licant; Johnson
Serial No.: BEERD 35
Paga 3of 4

Cohen describes a purchasing systemn with a rebate featore, namely the mding
of a purchase of a good or service with an eruity, The annuity is payeble to a purchaser,
and it comes due on the twentieth anniversary of the close of the merchant’s fiseal year in
which the purchaser made the purchase (column 1, lines 45-48). The rebate annuity of
Cohen comes fnto existence after the purchaser agrees to make his purchase (columm 2,
lines 1-8). Cohen teaches that the annuity is uitimately purchased through the
intermediation of an independent escrow agent after a series of ransfers of financial data
and calculations teke place (zolumn 1, Nnes 40-59), Cohen thus involves a gystem in

" which the purchaser of goods orservices becomes the beneficiary of an annvity. .

In shurp contrast to Cohen, the presernt invention describes repayment of a loan
owed by a merchant. Cohen does not teach or suggest anything about loen repayment by
a merchant, Amended claim 1 reciiss, in part, “outstanding loan amount owed by the
merchant,” Amended claim 10 recites, in part, “a merchant ... hes an outstanding loan to
& Jender,” -

The loan recited in the amended claims differs from the a;muity in Cohen, For
example, the claiins recite an “outstanding™ loan, whersas the annuity of Cohen only
comes into existence afier the purchese, The existence of the loan in the present
invention is independent of and vnvelated to the consummation of any particular
purchase, while the existence of the annuity in Cohen depends enfircly onthe
consummation of the purchase, Also, in the present invention, the antomated repayment
of u loan amount is for the benefit of the merchant, The purchaser gaing no additional
benefit from the present imvention. In contrast, the primary fnancial beneficiary in
Cohen is the purchaser who gains the right to veceive an annuity, while the vendor has no
direct financial intorest in the annuity, "

Even if the annuity of Cohen is replaced with an outstanding loan, as suggested in
the Office Action, the "modified” Cohen would not result in applieant’s clajmed
invention, because the loan repayment would still be for the benefit of the purchaser,
Cohen describes at colorn 1, lines 53-59 and et column 2, lines 29-35 that the purchaser,
and not the vendor, supplies the funds used to pay for the anmuity, and Is the beneficiary
of the annuity, Applicent's claims recite a loan repayment on behalf of and for the
benefit of the merchant, and not on behalf of nor for the benefit of the purchaser.

A
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% }

. " Apphicang Johnsen ' i

. Serint Mo, 03/890,398 5
Paged of 4 .

Clnitns 7 and 16 are rejected under 35 U.8.C. Section 103(g) over Cohen in view -

of U8, Patent No. 5,465,206 to Hilt et al,, (heveinafter “Hilt").

Hilt deseribes an electronic bil} payment system. Hilt desoribes reducing or
eliminating “exception items.” At colurmn 1, ines §1-59, Hilt indicates that an
“gxcaption item is a payment which, for some reason, cannot be processed according to
the highly avtomated procedures put in place by the biller to quickly process remittances,
Fception items includs checks received without payment ¢oUpors, payment coupons !
cecelved witkiowt checks, checks for amounts differcot than the amounts shown on the . S E
corzesponding coupons, multiple payment coupons received in an envelope withra single
check.” 1}t fails to supply what is absent from Cohen, and thus iny combination of

e e

Cohen and Hilt cannot and does not teach or suggest Applicant's clalmed subject matter, ) ’ f .
Hilt dosy not 1each or sugpest anything sbout loan repayment by a merchant viaa
compuierized merchant processor, -
Tn view of the forepoing, applicant respectfully requests reconsideration,
withdrawal of all rejections and objections, and allowance of all pending claims in due ) :
course, ’ :
Respectfully submitted, . i
Date: Janpary &ﬂ 1599 _/ M
Reg. No, 35,393 , RobertJ, Tosti / '
Altorney for Applicant
- Tests, Hurwitz, & Thibeault, tre
Tek No.: (617) 245-7314 High Street Tower :
Fax No.; {617) 2437100 125 High Strest :
‘ ‘ Boston, Massechusutts 02110
STIBMEISURAIDS -
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CERTIFICATE OF FIRST CLASS MAILING UNDER 37 CER L8

1 hersby certify that this correspondence, and any document(s) referred to as enclosed
hereln, is/are being deposited with the United States Postal Service as first clasg mail, postsge
prepaid, in sn ”"3’!“[” addressed to the Assistant Commissioner for Patents, Washington, DC
20231 on this J) dey of Jarmary, 1959,

rri WL, Guglistta

Assistsnt Commissioner for Patenis
Washingtos, D.C. 20231

i

Submitted herewith isfare:
Amendment and Response (4 pes.):

Transmitial Form (I pg.); and
a mailroom postcard.

SHIBMATSERATITAI21

ADV0001023



Case 6:06-cv-00082-LED-JDL

Document 48

Filed 09/14/2006

Page 40 of 48

-

Applicetion Serial Number | 0B/350,398
Fiiing Dotk Faly B, V597
j‘jliﬂg Da ¥ I ey
First Named Jnventor Iohason LALLM e | % E “ :
33
Group Arl Einft F¥173 - JAN 2 7 1040
Examiner Ngme Femes W. Myhre
Astomey Docket No. JHN-(01 {475072) 4
ENCLOSURES feheck all that apply)
{7 Fot Transmivial Form Copy bf Notito 10 File Missing 0 Appent Communication lo Board
. Party of Application {FFO-1553) of Patent Appeals and Interferences
[ Check Avached . ) .
[ Copyoffes Forme] Drewipg(s) u] Appeal Communication to Group
Transmittal Form . (Appenl Notice, Brif, Reply Bricef)
& AmendmentResponse Petition Reating Slip (PTOSRAS9) | [ Status Letler
ond Ascompanyfog Petition fo
Convert tn & Provizional
Application Cet
£ Afier Fingl ® Retam Receipt Posteard
7 Affidaviisidechuration{s) TPower of Attorney
4 Letter to Officlal {Revoention of Prior Powers) [} Certlficats of First Clngy Melling
Drafispersan ’ under 37 CRR 3.8
including Drawings
Evotal Sheess, .. .] Termlos] Disclaimer £ Additionat Enclusure(s)
(please identifi helow)
] Exwnsion of Time Roquest Executed Declaration snd Power of
Attornty for Utility or Design
Patent Application
(] Enformation Dlsclosurs Small Ertliy Statement
Staisment
o3 Form PTD-1449
- [w] Coples of 108 Cltatlons TRequest for Refund
] Cenificd Copy of Priority After Allowance Communization
Documeni(s) te Group
=] Reyponte 1o Missing Para/
fncomplete Applicetion
CORRESTONDENCE AJPDIESS ETGNATURE BLOGCK
Dirert aff comcspondence m;  Patert Adofnistrator Respecttufly submitted,
Test, Hurwitz & Thibeault, LLp /zf
fz’g“,gy":‘s‘!m' = Dat Jemyary e 1599 e ]
Boston, MA 02118 JReg, Nu, 35,393 Robert ], To¥
Tel, No.; (517) 2487000 ol Nos (BI7) 2487374 Antomey for Applicmi(s)
Fex Moz (617) 2487100 FroNos {B17)246-7100  Tests, Hurwitz & Thibeaudt, 1oy
' High Strest Towser
125 High Strect
Poxton, MA 012110

. STIBMATSHRAT 1421

o

o

ADV0001024



Case 6:06-cv-00082-LED-JDL  Document 48  Filed 09/14/2006 Page 41 of 48

EXHIBIT E
fo
ADVANCEME INC.’S OPENING CLAIM
CONSTRUCTION BRIEF



Case 6:06-cv-00082-LED-JDL  Document 48  Filed 09/14/2006 Page 42 of 48

EXPRESS MA’::.'L- ) :'& !9?/

L NO. EM4050089850S

1
Attorney Docket No. JHN-00T ($75072) .

IN THE, UNITED STATES PATENT AND TRADEMARK OFFICE

5

APPLICANT: Johnson :
© SERIAL NO.: 08/890,398 GROUP NO.: 2767
FILING DATE: Tuly 9, 1997 EXAMINER:  James W, Myhre
TITLE: Automated Loen Repayment
+ -
. <
i N e
Assistant Conumissioner for Patents ; o I‘t?\
Box CPA = %
. =
Washington, D.C. 20231 = g0
' g
PRELIMINARY AMENDMENT

This Preliminary Amendment is submitied t6 the Patent Office in response lo an
Advisory Action mailed from the Patent Office on Tuly B, 1999, and in response to a final
Office Action mailed from the Patent Office on February 4, 1999, and this Preliminery

Amendment is submitted together with a Continuing Prosecution Application (CPA)

Request. Befors examining the CPA, please amend this application as indicated below
* and consider the romarks that follow. :

In the claims:

Pleage g:& claims  und 10, as follows,

1. (Twice Amended) A method for mutomated loan repayment, comprising:
B} gt a merehant, accopting & custome? identifier as payment from the customer and

electronivally forwarding information related to the payment to s computerized merchant
Processor

it

ADV0001051
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Serlal No.: 08/890,358
Pogeldof §

at the comptiterized merckant processor, acquiring the information related to the
g } pryment from the merchant, authorizing and settling the payment, and forwarding st least
a portion of the payment to B compuicrized loan repayment receiver as repayment of at
Qﬂ’)—‘][—- lenst a portion of an outstanding loan amount owed by the merchant; and
at the computerized loan repayment receiver, receiving the portion of the payment
forwarded by the computerized merchant processor and api:lying that portion 1o the

Page 43 of 48

-

outstanding loan amount owed by the merchant to reduce that outstauding loan amount,

10. (Twice Amended) A system for automated loan repayment, comprising:
at a meschant, means for mﬁﬁng a customer identifier as payment from the
' 62 customer and for electronieally forwarding information related to the paymentto a
B computerized merchant processor, wherein the [&] meschant associated with the payment

has an outstending loan to & lender; and

at the computerized merchant protessor, means for receiving the information
tefated to the payment from the merchant, means for suthorizing and settling the
payment, and mesns for forwarding to the lend‘er a losn payment associated with the

payment.

ety

REMARKS

Claim Rejections

Claims 1-6, 8-15, and 17-19 were refected in the final Office Action under 35
U.5.C. Section 103(a) over 11.5. Patent No, 4,750,199 to Cohen (hereinafier “Cohen),

Also, claims 7 and 16 were rejected in the fing] Office Action under 35 U.S.C.
103(a} over Cohen in view of U.S, Patent No. 5,465,206 to Hilt et e, (hereinafter “Hilt").

N
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The Advitory Action indicates that these r'e.jectie;:s are misntained and that the
Examiner's view i3 “that Cohen's *purchasing center’ and Applicant’s ‘merchant
processor’ are substantially equivalent in that both receive payment requests, then transfer
1 portion o the vendor & a payment to o third pasty,”

Applicant respectfully submits that the Exaniner has not properly construed the
claims pending upon submission of the response to the final Office Action (i.e., once-
amended independent claims | and 10, and originally-filed dependent cleims 2-9 and 11-
19}, but in the interest of moving to allowance as soon as possible Applicant hereby
furiher amendd the two independent claims (i.e., claims 1 and 10) in an effort to
differentiate even more clearly over Cohen with the sotual claim langosge.

' Pending Clatms, Cohen, and Hilt

Twice-anjended independent claims 1 ard 10 and originally-filed dependent
claims 2-9 and 11-19 are now pending in this application, with twice-amended clafms 1
and 10 being the only pending independent claims.

Coben’s “purchasing conter™ is not, and cammot possibly be construed to be, the
same as or substantially equivalent to the recited “merchant processor” for 2 number of

reRsons.

Cohen alludes 1o the fact that a purchaser/customer can contact the parchasing
center and pay for a product with & credit card and that any such card purchase must first
be pleared to sllow the funds 1o be available for sending fo an escrow agent {col. 3, lines
46, 6(}; and 63-58; col, 4, lines 17-21; and col. 4, lines 24-29), and thus it is clear from
Cohen that the purchasing center is an enfity completely separate Siom the entity thet
anthorizes and settles card payment fransactions, Applieant’s “merchant processor™ is
defined in the application and recited in the clafms es a modified version of an entity that
authorizes and settles cerd payment transac’!iens, end thus it is very clearly a ciE;tfercut and
separate entity from the purchesing center of Cohen. The two simply are not the same or

&
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substantielly equivalent in sny way. The appiication describes a merchant processor as
an entity “dedicated to acquiring and processing merchant hmacﬁom...{by receiving
card] payment information from a merchent or on behelf of a merchant, obtaining
authorization for the payment..., sending that suthorization to the merchant, and then -
completing the transaction...” (pages 1-2). Cohen's purchesing center does not receive
payment information from & merchant, but instead receives it directly from a
purchaser/customet (col. 3, lines 63-64), In sharp contrast to Cohor, spplicant's claims

' recits that the merchant processor acquires the payment informution from the merch ant,
and that the merchant processor authorizes and settles the payment.

Coben's purchasing center i a centralized or decentralized location {eol. 3, lines - @

4'}:-57) where & plurality of vendors make goods and services availeble (col. 3, lines 2-3), ’
and it is whers purchesersicustomers place orders and communicate the preferred method
of paying for those orders (col. 3, Hnes 58-61). Applicant’s claimed merchant processor
does not, and in Ro way can be construed to, either Hist goodsfservices of a pluratity of
vendors or acvept orders for those listed goods/services from purchasers/eustomers.
Tnstead, npplicant’s cleimed merchant processor acquires payment information, and
authorizes and ssifles the payment, ‘

Cohen's purchesing center could possibly use the clainied merchant processor for
“verifying the order and the receipt of funds™ (col, 3, line 63), or Cohen's purchasing
conter could just use the conventional card payment processing sysiem that is now in
place (a3 is alinded to in Cohen, but it is clear thet the purchasing system is not the same
8s or jn any way equivalent or similar to the claimed merchant processor. His clear from
Cohen that the purchesing senter incurs “credit cavd transastion fees” {col. 4, lines 26-
27), and thus it simply cannot be the case that the purchesing center is the same ag or in
any way equivalent or similar to the claireed merchant provessor (or even the
conventional card payment processing system thit is now in place) booeuse, if the
purchasing center were the same/similar, the purchasing center would not incur such fees
ps it s the use of a merchent processor that results in such fess, Cohen’y purchasing

Page 45 of 48
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Applicant: Johneon
Bertal No.: 0B/E20,308
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center is clearly described as an entity that incurs transuction fees for card transactions,
and this means it is using a separate entity to authorize and settle card payments, and thus
the purchasing center absolutely cannot be the same as or equivelent to the claimed
maerchant processor which, in part, authorizes and setties card payments.

Hilt adds nothing to Cohen that would have made applicant’s iavention
unpatentable, and applicent thuy submits that all pending claims are patentable over
Cohen and Hilt, whether taken alone or in combination.

Conclusion

In view of the foregoing, spplicant respectfully requests reconsideration, -
withdrawal of all rejections, and allowance of all pending claims in due course.

Respectfully submitted,
Date; July 16, 1989 W %/4/&;
Rep. No, 35,393 . Robert J, Tostt

Attorney for Applicant

Testa, Hurwitz, & Thibcault, L
Tel. No.: {617) 248-7374 High Street Tower .
Fux No.: (617) 248-7100 125 High Street

Boston, MA. 02110

©OTOSTH7S0Z— ABMI0S-1.

.
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