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SUMMARY

The United States District Court for the Northern District of California grants PayPal Inc.’s motion to
dismiss Internet Payments Patents Ltd.’s remaining patent-infringement claim without leave to amend.
The court holds that the asserted claims of U.S. Patent No. 7,483,858, directed to coordinating
customer and merchant transaction messages through intermediary servers to facilitate payment while
protecting customer information, are ineligible for patent protection under 35 U.S.C. § 101.
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DISPOSITION dismissed

PROCEDURAL POSTURE Plaintiff's patent-infringement claim was dismissed on defendant's
Rule 12(b)(6) motion for failure to claim patent-eligible subject matter
under 35 U.S.C. § 101.

STANDARD OF REVIEW On a Rule 12(b)(6) motion, the court considers the complaint,
materials incorporated by reference, and matters subject to judicial
notice; accepts well-pleaded allegations as true and draws reasonable
inferences for the plaintiff, but need not accept conclusory allegations
or unreasonable inferences. Patent eligibility is a legal question based
on underlying facts and may be resolved on a motion to dismiss when
the undisputed facts require a finding of ineligibility.

PRECEDENTIAL VALUE unpublished district court order; persuasive only
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QUESTIONS PRESENTED

1. Whether claims 1, 2, 7, and 8 of U.S. Patent No. 7,483,858 are directed to patent-ineligible subject
matter under 35 U.S.C. § 101.

2. Whether the asserted claims contain an inventive concept sufficient to transform the abstract idea into a
patent-eligible application under the Alice framework.

3. Whether claim 1 could properly be treated as representative of claims 2, 7, and 8.

4. Whether claim construction or amendment could avoid dismissal at the pleading stage.

HOLDINGS

1. The asserted claims are directed to the abstract idea of exchanging and matching customer and merchant
messages through an intermediary to authorize payment without disclosing the customer's identifying
payment information.

2. The asserted claims do not contain an inventive concept sufficient to transform the abstract idea into a
patent-eligible application.

3. Claim 1 is representative of claims 2, 7, and 8 because IPPL did not identify any meaningful distinction
in the other asserted claims that would alter the § 101 analysis.

4. Dismissal without leave to amend was proper because amendment would be futile and could not alter
what the patent itself discloses.

KEY QUOTATIONS

“The Court GRANTS PayPal’s motion to dismiss WITHOUT LEAVE TO AMEND. As a matter of law, the
asserted claims of the ’858 patent are ineligible for patent protection under 35 U.S.C. § 101.”

“Claim 1 “recite[s] the what of the invention, but none of the how that is necessary to turn the abstract ideas
into a patent-eligible application.””

“The Court holds that all asserted claims are patent-ineligible because, like claim 1, they are directed to an
abstract idea and fail to transform that abstract idea into patent-eligible subject matter.”

FACTUAL BACKGROUND

IPPL owns by assignment U.S. Patent No. 7,483,858, which concerns conducting remote transactions through
customer, merchant, and system-services servers. The asserted claims describe exchanging and matching
transaction-acceptance messages so that a merchant can obtain payment authorization without receiving
identifying payment information such as a credit-card number. IPPL alleged that PayPal's web- and app-based
payment platforms practiced claims 1, 2, 7, and 8 of the patent.
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