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

8
INTELLECTUAL VENTURES | LLC & 8
INTELLECTUAL VENTURES Il LLC, 8
8
Plaintiffs, 8 CASE NO.6:16-CV-196-JRG
8 (LEAD CASE)
V. 8
8
J. CREW GROUPINC,, 3]
8
Defendant 8
8
MEMORANDUM OPINION AND ORDER
Before the Court i S Def endant Pursua@trte w  Gr o

Federal Rule of Civil Procedure 12(b)(6) (DMb. 11, A Nld.tCrew contends thtte patents

asserted by Plaintiffs Intellectual Ventures | LLC and Intellectual Ventures Il LLC (collectively,

Al nt el | ect aradrawVte pateabeligibde Gybject matter under 35 U.S.C. § 101 and

Alice Cop . Pty. Lt d. ,M4S. CtL2347 Rald)k OnlJuiyt 18,12016, the Court

heard argument from the parties on the motion. Having carefully considered the-pagerits

and t he par tha @osridis persuaded théwe rclaims of U.S. RE3, 715 and U.S.

Patent No. 6,782,37@re directed to pateimeligible subject matterand the claims of U.S.

Patent No. 5,969,324 are not directed to pateziigible subject matter Accor di ngl vy, J

motion iSGRANTED-IN-PART andDENIED-IN-PART.
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BACKGROUND
On March 8, 2016, Intellectual Ventures filed a complaint for patent infringement against

J. Crew and asserted three patents: 6182%&%F0 RE43

(Athe 6370 Patento), and 68328. PRatahd) NoOn 5t ¢
Il ntell ectual Ventures filed a compl aint for
Delivery, | nec No. 6(16c+IPH) ®Kt. N¢. @ antellectual Ventures alleges that

FTD al so i nfri ngneds tthhee 066332740 PRaatteenntt. The Court
cases. (Dkt. No. 23
A. The >715 Patent
The 6715 Patent, titled System and Method
discloses a system and a method for allowing an internet user to creakepmge which may
simultaneously display public and private data as integrated data on one digital screen or other
network device.
Though t he 07 bkysterRadtimethod clains,thie €aun fsds that claim 20
is representative. Claim 20 recites:
20. A method of integrating and delivering data available over a network, said
method including the steps of:
acquiring public data from at least one publicly available data store
coupled to said network, wherein said public data is determined by
privatedata;
acquiring said private data from at least one private data store coupled to
said network;
integrating said public data and said private data to form integrated data;
and
delivering said integrated data to a user system.
B. The ’370 Patent
Th e @atén) titled System and Method feroviding Recommendations of Goods or

Services Based on Recorded Purchasing Histdiscloses a system and a methaing a
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net work for the recommendation of goodsn and s
of goods and services and a database of previous customer purchase history

Though t he 03 7s¥ster? antl mathbd claimg) theaGourtsfinds thaim 1
is representativeClaim 1recites:

1. A computerimplemented method for the recommendatiaf goods and/or
services to potential customers over a distributed network based on customer
buying history utilizing an information processing system containing processing
means having transmission means for receiving and transmitting data, and
databasestorage means for receiving and transmitting data, and database storage
means for storing information in database files, the method comprising the steps
of:
receiving customer commands specifying a particular good or service to
be used as filter dgta
staring information pertaining to goods and/or services purchase history of
previous customerys
comparing said filter data with said stored information and determining
whether, for said filter data, corresponding entries exist within the
stored informationand
if corresponding entries exist, displaying the identity of other goods and/or
services purchased by said previous customers who have purchased
the good and/or s@ices used as said filter data

C. The 324 Patent

The 06324 HRaecouating Methdadand Bystdms Using Transaction Information
Associated with a Nonpredictable Bar Cpdiscloses asystem and method for storing and
retrieving transaction information via a nonpredictable barcbdee 6324 Patent di s
preferredembodiment, a pat-of-sale transaction system that utilizes a nonpredictable barcode
in connection with generating information related to the transaction, storing that data, and
retrieving it form a remote computer system.
transaction data be tied to a nonpredictable barcode, which can help prevent unauthorized access

to the transaction data.
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T h o u g IB24Pdieat cantains system and method claims, the Court finds that claim 1
is representative. Claim 1 recites:
1. A databae management method comprising the steps of
receiving and storing transaction information associated with a
nonpredictable bar code, the transaction information generated by a
transaction terminal
receivinga request for the transaction information including data
associated with the nonpredictable bar ¢ode
retrieving the transaction information based upon the nonpredictable bar
code; and
communicating the transaction information.
LEGAL STANDARD
A Rule 12(b)(6)
A party may move to dismiss a claim for a
be granted. o Fed. R. Civ. P. 1 2 @)bmot{o® i) must Wh e n
assume that all weplead facts are true and must view them in a light most favorable to the non
moving party.Bowlby v. City of Aberdeer581 F.3d 215, 218 (5th Cir.2012). The Court must
decide whether those facts state a claim foefé¢hat is plausible on its facBell Atl. Corp. v.
Twombly 550 U.S. 544,570 200 7)) . AA claim has facial pl au:
content allows the court to draw the reasonable inference that the defendant is liable for the
misconduct allg e dBowlby, 681 F.3d at 217 (quotingshcroft v. Igbal 556 U.S. 662, 678
(2009)). The question whether a patent claims subject matter may be decided on the pleadings.
See, e.gNexusCard, Inc. v. The Kroger C016 WL 1162180 (E.D. Tex. Mar. 24, 2016
B. Patent Eligibility under 35 U.S.C. § 101
Section 101 of the Patent Act defirseppe of patent eligible subject matter:
Whoever invents or discovers any new and usafutgss, machine, manufacture

or composition of matter, or any new and useful iayement theregimay obtain
a patent therefosubject to the conditions and tegements of this title.
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The Supreme Court has held that there are three specific exceptions to patent eligibility
under 8101: laws of nature, natural phenomena, and abstteas.Bilski v. Kappos561 US.

593, 601 (2010). IrMayq, the Supreme Court articulated a te'rd ep t e st for ndi
patents that claim laws of nature, natural phenomena, and abstract ideas from those that claim
patent eligible applications ofths e c oAt epes Cor p. Pty., 146a6t. v. C
2347, 2355 (2014) (citinlylayo Collaborative Servs. v. Prometheus Labs., 82 S. Ct. 1289,

1296 97 (2012)).

The first step oMayorequires a court to determine if thiaims are direied to a law of
nature, natural phenomenon, or abstract iddiae, 134 S. Ct . at 2355. A
muster under 8 0 1Ultramercial, Inc. v. Huly LLC, 772 F.3d 709, 714 (Fed. Cir. 2014). In
making this determination, the court looks at twtne claims coverUltramercial, 772 F.3d at
71415 (fAiWe first examine the claims because ¢
i nt ended seealsdantelleaual.Vénjures | LLC v. Capital One Bank (US792 F.3d
13631369 (Fed. Cir. 2 QAlicéfamedriA it is often eqeful tordeternune t h e
the breadth of the claims in order to determine whether the claims extend to cover a
6 f un d & meracticalong prevalent in our system. 5.0 ) .

For exampé, inBilski, the Supreme Court rejected@atenti nel | gimblamd4i Cl a i
petitionersé applicationodo because the orl ai ms
protect i ng Biskj 86l b.S.tat 641i Sirkilarlg, ibltramercial, the Federal Circuit
found patent ineligible @ | ai m t hat i ncluded fdel eveninsteps
exchange for access to copyrightenediad Ultramercial, 772 F.3d at 714. Inntellectual
Ventures the Federal Circuiheld that a claim hat contained step8r el at [ i ng] t o cu

information based on (1) information known about the user and &) i g a t intelrectudlat a . 0
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Ventures 792 F.3d at 1369.

A court applies the second step, phayo, only if it finds as part othefirst stepthat the
claims aredirected to a law of nature, natural phenomenon, or abstractAties.134 S. Ct. at
2355. Such asecond step requires the court to determine if the elements of the claim
individually, orasammr der ed combi natitam,e @tfr a&rhsef ocklmaitmoe
eligible applicationAlice, 13 4 S. Ct . at 2355. I n determining
cases most directly on poiatre Diehr and Flook, two cases in which the [Supreme] Court
reached opposite conclusiormdout the patent eligibility of a process that embodied the
equival ent o MayorCallaboratiael Ser/'sawv Brometheus Labs.,, 182 S. Ct.
1289, 1298 (2012)see also Alice134S . Ct . at 2355 (AWe have de:
analyss as a searclhofhecepandd)inventive

InDiehr, t he Court @Afound [ tphtenteligible beeause ofe¢he a | | |
way the additional steps of the process inte
Mayg, 132 S. Ct. at 129&iting Diamond v. Diehy450 U.S. 175, 187 (19818gee also Mayo
132 Ss. Ct. at 1300 (Alt nowhere suggested tha
steps, were in context obvious, Fmdkrtre€auy i n u
found that a process was patamgligible because the additional steps of the process amounted
to nothing mor e tshalnu thiionnDielgc#h0fWiScayhHd (oiting t
Parker v. Flook437 U.S. 584 (1978)).

A claim may becomeatente | i gi bl e when t hwde[djrmotoalyamevd pr o
of nature but also several unconventional stepshat confine[] the claims to a particular, useful
applicati on oMayotlB2eS. @tr at 43f0sqe lalsa BDR Holdings, LL@.

Hotels.com,L.R. 773 F. 3d 1245, 1257 (Fed. Cir. 2014)
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address the problem of retaining website visitors that, if adhering to the routine, conventional
functioning of Internet hyperlink protocol, would be indtart r ansported away fr
website after o6éclickingd on an advertisement
remains pateAat nel i gi bl e i f i-stolduetsicorni baecst iovniltyy 6f Otphoastt
or o b vMaypoul32.S&Dat 1299.

ANALYSIS

In order to prevail on a 8 101 challenge, the movant must show that the challenged claims
first fail the Aineligible conceptd sAlep and
test. In this case, J. Crew contends #ibthree of the patenis-suit fail both steps.

A. The >715 Patent

Here, the Court finds thathte 0 7 1 5is ditecteck towardthe abstract idea of
combiningdata from two source®r delivery to a usetClaim 20 combines the basic steps of (a)
acquiring data from two sources over a network, (b) combimingtegratingghose data, and (c)
delivering them to a user on a computer. There are no meaningful limitations on any of these
generic steps that render the claim any less abstract.

Figure 6 eaches the invention through the use of an exemplary website,
americanexpress.com, whidfisplays one embodiment of the inventiam single webpage
simultaneously displaying private data (account balance) and public data (promotional
information). While Fgure 6 providesa useful exampleit ma k es c | e &15 Pdatehtat t h «
merely discloses the use of generic computer network technology to achieve an online variation
of a wellestablishedrealworld practice. Indeedpng beforeto the advent of online cdé card
billing, printed accountst at ements resembling Figure 60s w

credit card members. Tee printed statemensimilarly combined private account information
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along with public promotional information. And, moreover, thiblfc promotional information
(e.g,an i nvitation to apply for a premium car d)
account informationd.g.,history of ontime payments), as required by claim 20.
Since the asserted cl ieectehsowacdfan dbstract ided, 1he Pa't
Court must next determine whether an inventive concept exists that is sufficient to transform the
claims into pateneligible subject matter. Such a transformation requires more than simply
stating t he idhbes tardadcitn gi dehadMajopdB2 8.<t. at 82p4p Heye, thet , 6 0
Court finds that such an inventive conceptiabsent from the 06715 Paten
The claimsd references to computer compone
the fAnet woyr ktoh er eccliatiends bi s fany system for exc

such as the Internet, an intranet, an extranet, WAN, LAN, VPN (virtual private network),

satellite communications,ibZitdkeofndaha kiskeeod |
|l i kewi se generi c: Afthe data storage devices
storage device, such as relational, hierarchical, cojecti ent ed, a hW.a/561E53% he | i

Combining generic data, from generic data stores, ageassric networks does nogflect the
necessary innovation to salvage tinnglerlying abstract idea.

The only arguably inventive concepts discl
bet ween Apublic datao and Aprivate dataod and
by 6 pr i vAareview d the caims exposes these conceptsagaeanduninventive.First,
the distinction between public and private data is whellpjectve Though the 0671
gives some examples of data one might consider to be privateurre niitere is no specialized

system or method used to assess the nature dhtheor to treat the data differently based on its
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content. The private/public dichotomy cannot supply the needed inventive concept because it is a
gualitative distinction basesh the content of the information.

Second, the Adetermined byo | anguage allud
not supply an inventive caept. This limitation sugges{sithout teaching) that user of tk
invention may want to alter the piddata to be displayed based on the content of the private
data. For instance, one might offer one set of promotions to customers with high credit card
balances and another set or promotions to customers with low credit card balances, and yet
another sebf promotions to customers with no recent account activitys limitation does not
provide the requisite inventive concept to transform the underlying abstract idea into patentable
subject matterAlice, 134 S. Ct. at 2355Accordingly, the Court finds thatth@ 7 15 Pat ent
directed at pateriteligible subject matter under 35 U.S.C. § 101.

B. The 370 Patent

The Courtnextf i nds t hat the 06370 Patent i S dir
recommending products to customéased orpurchase historyClaim 1 discloses the basic
steps of (a) receiving a customer request for a particular good or service; (b) storing information
pertaining tothe purchaséistory frompreviouscustomers; (c) comparing the customer request
to thestored purchase history informatiom determine if there is a match; and (d) if a match
exists, displaying the match to the customer. In sum, these steps teach the basic marketing
concept of making product recommendations to a current customer basedpomahase history
of other customers.

The typicalsales clerk at a hardware staien performsthesesamesteps.It is not
difficult for a sales clerk who keeps filing cabiné of past customer transaction&’/hen a

customer entarthe store and requesd garden hose, the cleskmply searchesis records and
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discoves that customers who buy garden hoses often buy spray nazAdasnkler attachments
The clerkthensuggests$o the customer that she might be interested in buying a spray nozazle or
sprinkler attachmenb go along wth the garden hosén such a case, the satderk woul have
then performed eadnd everystepof the claimed method.

Citing the Feder &hfishendbDDRidoldingssintebeptualvénturness i n
attempts to recast the 06370 Patentysasmian( Dkg
No. 21 at 1§ The prior art disclosed methods of online product recommendations based on
demographic profiles, such as age, gender, prafassi et c . ( 0135) The prafiee nt , 2
based approach had the disadvantage of requiring custaandivulge personal information to
create a robust Ssystem. The 06370 Patent I mp
demographic profile data with purchase history d&tawever, this improvement does not
represent fian i mpr ov e m&ERishollLO v. MicroagtCorg8R2 Ff3dinct i o
1327, 1335 (Fed. Cir. 2016). Refining the prior art by substituting one abstract idea for another
does not result in a pateeligible improvement.

In search of an inventive concept, the Court lookshepreamble to claim ,1which
(even if assumed to be limitihngnerely provides computer implementation of this abstract
marketing idea. Ad\licet eac he s, Aithe mere recitation of a
patentineligible abstract ideaintoapate | i gi bl e i nvention. o0 134 S.
components that adorn the preamble, such distributed networkan informationprocessing
system, and database storage, are inarguably gefleaicis not to saythatannvent i onds at
to run on a genergburpose computer e c e s laroimlsy tfme cl ai ms, 0 but h

discloses nothing more than an abstract marketing idea implembwptegneral computer

10
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componentsSee Enfish 822 F.3dat 1338.Therefore, theCourt finds that thelaims of thed 3 7 0
Patent are directed toward patamgligible subject matter.

C. The 324 Patent

J. Crew contends that the 6324 Patent IS
transaction records. (Mot. at 15.) In support of this contention, W €lraracterizes claim one as
merely reciting A(a) receiving and storing c:¢
information; (c) retrieving that i nfdoatl®at i on;
J. Crew further alleges thatebe steps do not describe technical terms or sgmaipbse
equipment, and therefore lack an inventive concéghtat 16 17.)

I ntell ectual Ventures responds by characte
system that uses a nonpredictable bdreo t o st ore and retrieve dat
23) IntellectualVent ures further contends that the 032.
the AshortcomM®P@8@s wnthhacmodnti ngldsoftware su

Having closely comi dered the 6324 Patentthe ud ¢t he
concludes J. Crew has not met its burden undeAtice framework J. Crew takesin overly
generalized view of the claim languathat vitiates meaningful limitation&ee SimpleAir, Inc.
v.Google Inc, 136 F. Supp. 3d 745, 750 (E.D. Tex. 20 Befendants do not explain how such
a characterization, which ignores significant claim limitations, encompasses the invention
claimed by the Patents-Suito ) . J . it&tioreoivthes claimsgoores (or at least evades)
the el ements of Anan fpt ednsbabl en banf dradatoi on
nonpredictabl e bar code. 0

Theseelementsplace substantial limitations on the scope of the asserted claims. The

specification and the prosecution history acfth 6 324 Pat ent indicate tha

11
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with a particular transaction is fAnonpredicta
cannot feasibly be predicte(Gee6 3 2 4 P a t i60)tAlong thesd linégs,1the specification
discloses exaples that the bar code may be truly random (such that it is impossible to predict
the bar code associated with particular transaction information) or the bar code may be
Apseudorandomo such that even thougbarcddeasmay b
a practical matter it is simply too difficult to do $8ee idat 3:28 36.)

J. Crew dismissethe nonpredictable bar code limitation because itivksn own i n t h
pr i o rMotat18) Bat a claim doesot fail Alice scrutinymerely because it recites elements
known in the prior art. Claim elementsust beevaluated both individually and as an ordered
combinationSee Mayp132 S. Ct. at 129Diamond v. Diehy450 U.S. 175, 188 (1981) (patent
claims fAmust b eh ocl ceHesei ) tthednweatidn lies Sn thee combined use of
nonpredictable bar codes with transaction informatibar from conventional, his novel
combination resulted in an improvement over the-t@80s accounting software, which relied
on manual entry ofransaction information(Seed 3 2 4 P a 8550.t Furthdrmorg,the
specification teaches thasing nonpredictablear codes to transmit transaction information over
a network constitutes a Asignificant 1 mprovem
end user without <c¢onc@dabl:Aly); saedntsh 828 B.3cat¥387d par t
( A [ O] uusion¢hatnhe tlaims are directed to an improvement of an existing technology is
bol stered by the specificationbs teaching tha
conventional databases, such as increased flexibility, faster searchamdesialler memory
requi r e @oasidering alb gf the aboyehe Courtis persuadethat the asserted claims of

t he 0 3 2 4noRdaectedriotpatexmekgible subject matter.

12
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CONCLUSION
For the reasons set forth above, &andthe Court
0370 P direetedtto ineligillesubject matteand t hat the c¢cl aims of t
directedto ineligible subject matteunder 35 U.S.C. § 101. Accordingly, the COGRANTS J.

Cr e Wiot®n to Dismiss(Dkt. No. 11) with respectot he 06715 Patent and 0

DENIESt he moti on with respect to the 06324 Paten

13



