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

MARSHALL DIVISION 

UNITED SERVICES AUTOMOBILE 
ASSOCIATION, 

Plaintiff and Counter-Defendant, 

v.  

PNC BANK N.A., 

Defendant and Counter-Plaintiff. 

§ 
§ 
§ 
§ 
§ 
§ 
§ 
§ 
§ 
§ 
§ 

CIVIL ACTION NO. 2:21-CV-00246-JRG 
CIVIL ACTION NO. 2:22-CV-00193-JRG 

FINAL JUDGMENT 

A jury trial commenced in the above-captioned cases on September 12, 2022, and on 

September 16, 2022, the jury reached and returned its unanimous verdict finding that Defendant 

PNC Bank N.A. (“PNC”) infringed at least one of Claims 1, 3, 5, 10, and 13 of the ʼ598 Patent 

and Claim 20 of the ’638 Patent (“USAA’s Asserted Claims”); that such infringement was not 

willful; that none of USAA’s Asserted Claims were invalid; and that Plaintiff United Services 

Automobile Association (“USAA”) is owed a one-time lump sum reasonable royalty of 

$4,300,000.00 for PNC’s infringement.  (Dkt. No. 390.) The jury also reached and returned a 

unanimous verdict finding that USAA did not infringe any of Claim 3 and 10 of the ’788 Patent 

or Claims 1, 2, and 5 of the ’786 Patent (“PNC’s Asserted Claims”) and that none of PNC’s 

Asserted Claims were invalid. (Id.) The parties did not file any post-trial motions pursuant to Fed. 

R. Civ. P. 50(b). The parties represent that they have no live equitable defenses to be tried to the

Court. (Dkt. No. 425; see also Dkt. No. 426.) 
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Pursuant to Rule 58 of the Federal Rules of Civil Procedure, and in accordance with the 

jury’s unanimous verdict and the entirety of the record, the Court hereby ORDERS and ENTERS 

JUDGMENT as follows: 

1. PNC has infringed at least one of USAA’s Asserted Claims; 

2. USAA’s Asserted Claims are not invalid; 

3. PNC’s infringement was not willful; 

4. USAA is hereby awarded damages from and against PNC and USAA shall 

accordingly have and recover from PNC the sum of $4,300,000.00 U.S. Dollars as 

a one-time lump sum reasonable royalty for PNC’s infringement; 

5. USAA has not infringed any of PNC’s Asserted Claims; 

6. PNC’s Asserted Claims are not invalid; 

7. Pursuant to 35 U.S.C. § 284 and Supreme Court guidance that “prejudgment 

interest shall ordinarily be awarded absent some justification for withholding such 

an award,”1 the Court awards to USAA from PNC pre-judgment interest applicable 

to all sums awarded herein, calculated at the 5-year U.S. Treasury Bill rate, 

compounded quarterly, from the date of infringement through the date of entry of 

this Judgment;2 and 

8. Pursuant to 28 U.S.C. § 1961, the Court awards to USAA from PNC post-judgment 

interest applicable to all sums awarded herein, at the statutory rate, from the date of 

entry of this Judgment until paid. 

 
1 General Motors Corp. v. Devex Corp., 461 U.S. 648, 657 (1983). 
2 See Nickson Indus., Inc. v. Rol Mfg. Co., Ltd., 847 F.2d 795, 800–801 (Fed. Cir. 1988). 
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9. Pursuant to Federal Rule of Civil Procedure 54(d), Local Rule CV-54, and 

28 U.S.C. § 1920, USAA is the prevailing party in this case and shall recover its 

costs from PNC. USAA is directed to file its proposed Bill of Costs. 

 

 

 

.

____________________________________
RODNEY  GILSTRAP
UNITED STATES DISTRICT JUDGE

So ORDERED and SIGNED this 16th day of February, 2023.
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IN THE UNITED STATES DISTRICT COURT
FOR THE EASTERN DISTRICT OF TEXAS

MARSHALL DIVISION

UNITED SERVICES AUTOMOBILE     (  CAUSE NO. 2:20-CV-246-JRG
ASSOCIATION,  )

 (
Plaintiff,  )

 (
vs.       )

 (   
PNC BANK, N.A.,   )  AUGUST 15, 2022

 (  MARSHALL, TEXAS
Defendant.   )  9:00 A.M.

______________________________________________________________

VOLUME 1

______________________________________________________________

PRETRIAL CONFERENCE

BEFORE THE HONORABLE RODNEY GILSTRAP
UNITED STATES CHIEF DISTRICT JUDGE

______________________________________________________________

SHAWN M. McROBERTS, RMR, CRR
100 E. HOUSTON STREET
MARSHALL, TEXAS  75670

(903) 237-8546
shawn_mcroberts@txed.uscourts.gov
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A P P E A R A N C E S

FOR PLAINTIFF:     IRELL & MANELLA, LLP - 
 LOS ANGELES
 1800 AVENUE OF THE STARS 
 Suite 900
 LOS ANGELES, CALIFORNIA  90067
 (310) 277-1010
 BY:  MR. JASON SHEASBY
      
 IRELL & MANELLA - NEWPORT BEACH
 840 NEWPORT CENTER DRIVE 
 SUITE 400
 NEWPORT BEACH, CALIFORNIA 92660
 (949) 760-0991
 BY:  MS. LISA GLASSER
      MR. STEPHEN PAYNE

 PARKER BUNT & AINSWORTH
 100 E. FERGUSON, SUITE 418
 TYLER, TEXAS  75702
 (903) 531-3535
 BY:  MR. ROBERT BUNT

FOR DEFENDANT:  MUNGER TOLLES & OLSON LLP - LA
 350 S. GRANDE AVE., 50TH FLOOR
 LOS ANGELES, CALIFORNIA  90071
 (213) 683-9255
 BY:  MR. GREG STONE

 WILMERHALE, LLP - LOS ANGELES
 350 SOURTH GRAND AVENUE
 SUITE 2100
 LOS ANGELES, CALIFORNIA  90071
 (213) 443-5308
 BY:  MR. DEREK GOSMA

 WILMER CUTLER PICKERING HALE & 
 DORR, LLP - BOSTON
 60 STATE STREET
 BOSTON, MASSACHUSETTS  02109
 (617) 526-6806
 BY:  MR. JOSEPH MUELLER
      MR. ANDREW DANFORD

 WALKER STEVENS CANNOM, LLP
 550 SOUTH HOPE ST., SUITE 460
 LOS ANGELES, CALIFORNIA  90071
 (213) 443-5309
 BY:  MR. THOMAS DOWD
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 WILMER CUTLER PICKERING HALE & 
 DORR - WASHINGTON DC
 1875 PENNSYLVANIA AVENUE NW
 WASHINGTON, DC 20006
 (202) 663-6000
 BY:  MR. GREGORY LANTIER
      MR. GERARD SALVATORE 

 WILMER CUTLER PICKERING HALE & 
 DORR, LLP - DENVER
  1225 17TH STREET, SUITE 2600
  DENVER, COLORADO  80202
  (720) 598-3468 
  BY:  MS. HANNAH SANTASAWATKUL

 WILMER CUTLER PICKERING HALE & 
 DORR, LLP - BOSTON
 60 STATE STREET
 BOSTON, MASSACHUSETTS  02109
 (617) 526-6000
 BY:  MS. MICHAELA SEWELL
      MS. SARAH PETTY
      MS. MAKENZI HERBST

 GILLAM & SMITH, LLP
 303 SOUTH WASHINGTON AVENUE
 MARSHALL, TEXAS  75670
 (903) 934-8450
 BY:  MS. MELISSA SMITH
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Plaintiff would love this jury to understand that in the 319 

case PNC was adjudged to be a willful infringer, and if they 

did it, then the implication is they'll done it again.  And 

I'm sure that PNC would not be opposed to the jury getting the 

message that, We had to pay hundreds of millions of dollars in 

the first case so don't make us pay more money in the second 

case.  This is not going to devolve into a rehash of the 319 

case. 

So I understand in the damages portion of this trial 

there are going to be necessary references to what happened 

before.  I am going to be a gatekeeper actively.  In that 

regard, I'm going to require that, wherever possible, 

references be made generic and not specific, and that we do 

everything possible so that this case gets tried on its own 

merit on its own four feet and not a rehash of the 319.  So 

I'm putting you on notice of that before we even start the 

pretrial.  And we'll discuss that further as we get through 

the limine motions, but you are not to mention the 319 case or 

any of the results in the presence of this jury or the venire 

panel without express prior leave from the Court.

Okay.  The parties have submitted to the Court a 

suggested order of how we take up the disputed dispositive 

motions.  I'm not opposed to that.  I may alter it some as we 

go, but I will substantially follow what you've suggested as 

an appropriate order, and that would have us start with PNC's 

Shawn M. McRoberts, RMR, CRR
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motion for summary judgment of lack of patent eligibility 

under § 101 and USAA's motion for summary judgment dismissing 

PNC's patent eligibility defenses.  There's no reason why 

those can't be and shouldn't be heard concurrently.

Let me begin by hearing argument from PNC on this, 

please.  

MR. MUELLER:  And Mr. Lantier will argue for us, 

Your Honor.

THE COURT:  That's fine.  I understand there will be 

multiple lawyers from each side, probably more from the 

Defendant than the Plaintiff, that will be changing places as 

we go.  I simply require that you identify yourself for the 

record before you begin your argument; otherwise, we don't 

need a formal introduction each time. 

Mr. Lantier, it's good to see you again.  Let me hear 

your argument.

MR. LANTIER:  Good morning, Your Honor.  Nice to see 

you well.  Greg Lantier on behalf of PNC. 

Your Honor has six briefs in total going -- eight 

briefs--I'm sorry--going back and forth between the parties, 

and so I don't intend to try to cover all of the issues that 

have been extensively briefed. 

The fundamental dispute between the parties as to both 

motions is whether these claims are directed to a fundamental 

business practice and are being performed by a standard 

Shawn M. McRoberts, RMR, CRR
Federal Official Court Reporter
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computer and equipment or whether, as USAA says, these claims 

are directed to a specific improvement to the way computers 

operate.  And I thought we could just look at one claim and 

walk through it to see where in that claim it supposedly is 

directed to a specific improvement to the way computers 

operate.

If we could call up slide No. 2.

Claim 1 of the '136 Patent has been dropped, Your Honor, 

so the first claim up is claim 2 of the '136 Patent.  I don't 

plan to walk through any other claims, unless Your Honor has 

questions.

If we look at claim 2, it's a system claim.  It has a 

processor.  There's no details about that processor, whether 

it's in a general purpose computer or specialized computer or 

otherwise, so certainly nothing there that is directed to the 

improvement of a computer.  It has a memory, storing processor 

executable instructions that, when executed by the processor, 

cause the processor to -- so it's got a memory storing -- a 

software, prosecutor executable instructions; certainly no 

improvement to a computer or any technology there.

Then it talks about what the software does.  The first 

thing the software does is it receives an account 

identification number.  That's just a computer receiving the 

same information that would be written on a deposit slip.  Any 

time somebody deposits a check, it receives a check amount 

Shawn M. McRoberts, RMR, CRR
Federal Official Court Reporter
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indication.  Again, that's just standard information that 

people have been writing on deposit slips for as long as 

checks and depositing checks have been in existence.  And it 

receives a check image where the check image is an image of a 

check captured by a camera.  The check image is in the place 

of a paper check, but that's an image that was captured by a 

camera with no further detail about how the camera captured 

the image.  And, of course, all cameras do is capture images, 

so certainly no improvement to any area of technology there.

The next thing that the software must do is perform 

optical character recognition on the check image to determine 

a routing number for the check image.  So here we have optical 

character recognition technology, which everybody in this case 

agrees long pre-exists the 2006 priority date of these 

patents.  What optical character recognition does is it's a 

computerized substitution for human beings reading something.  

Here the optical character recognition is determining a 

routing number for the check image.  That's the same activity 

that a human being deposit -- taking a check deposit would 

do--you look at the check, you see what the routing number is.

The next step is validating the routing number for the 

check image.  Again, this is just computerization of a 

standard approach in the business.  You need to make sure that 

the routing number corresponds to an actual bank's routing 

number.  There's no description of how to do the validating, 

Shawn M. McRoberts, RMR, CRR
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and no suggestion that it's somehow an improvement on 

validation technology itself. 

And then, finally, the software in claim 1 initiates a 

check deposit for the check image.  So, again, a computer is 

going to initiate the check deposit rather than a bank teller 

doing so.

The only thing that claim 2 adds to claim 1, that you 

initiate the check deposit by provisionally crediting a 

financial account associated with the account identification 

number.  This just refers to the business practice of not 

waiting for the check to clear but, instead, provisionally 

crediting the financial account associated with the account 

identification number.  No suggestion anywhere in there is an 

improvement to technology that allows that to happen.  This is 

just the performance of a standard business practice using 

standard computer equipment.  It's the archetypal Alice-type 

claim, and we do believe it should be found invalid for that 

reason.

USAA only moved for summary judgment on the basis of 

Alice step 1.  Of course, our Alice motion covers both Alice 

step 1 and step 2 because we're asking for the patents to be 

found invalid.  We set forth in detail in our papers the basis 

for each of the claim limitations and why it's clear that they 

are conventional, and there's not a disputed material fact 

there. 
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The one thing I would note, Your Honor, is that in the 

prior case where the '136 Patent in Wells was found to be not 

ineligible, the facts were different.  Here -- in that case, 

Your Honor, there was a focus on the step of performing 

optical character recognition on the check image to determine 

a routing number for the check image.  In the evidence before 

Your Honor, it shows that by 1999 the ANSI banking standard 

that all banks have to live by said that the MICR line, which 

includes the routing number, has to be readable by optical 

character recognition.  And there's no dispute amongst the 

experts that as of 2006 it was well-known that you could read 

the check, including the MICR line, using optical character 

recognition.

Thank you, Your Honor.

THE COURT:  All right.  Let me hear a response from 

Plaintiff.  

MS. GLASSER:  May I proceed, Your Honor?  

THE COURT:  Please do.

MS. GLASSER:  Lisa Glasser on behalf of USAA.

I will similarly focus the argument, since Your Honor is 

quite familiar with the issues and there's been extensive 

briefing. 

Just to flag what the step 1 argument is, which is the 

peer issue of law presented, PNC contends that all of the 

asserted claims are directed to nothing more than depositing a 

Shawn M. McRoberts, RMR, CRR
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check.  Counsel did not address the '598 or the '638 Patents 

during his presentation.  We went through in our briefing 

quite extensively the numerous aspects of those claims that 

are directed to far more than depositing a check, and so I 

won't address those two patents during the argument today, 

unless Your Honor has questions about those two patents.  

THE COURT:  All right.  

MS. GLASSER:  Now, turning to the '136 Patent, 

although here on the screen we happen to have picked the 

excerpt from the '598, all three patents have this exact same 

teaching in the background.  PNC's formulation that the 

patents are directed to nothing more than depositing a check 

is specifically at odds with the express purpose of the 

invention as stated in the specification, which is that the 

invention's entire purpose is to exclude specialized equipment 

and allow for the first time in banking history for an 

ordinary device with an ordinary general purpose processor to 

be able to be used in a new way, thereby being able to be used 

instead of the specialized equipment.  Your Honor has reached 

that conclusion several prior times, as has the PTAB, and so I 

will turn to the specific example that opposing counsel raised 

to talk a little bit more about how that plays out very 

specifically in the exact example that counsel raised.

So the '136 Patent here, as this Court has recognized in 

the past, is not merely depositing a check; it's a series of 
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steps and functions that, added up together, allow, again, the 

general purpose device to be able to perform that specialized 

function no longer requiring the specialized equipment.  And 

there's actually a figure in the '136 Patent that talks about 

how this gets accomplished.  Highlighting counsel's suggestion 

that this is just doing things that had been done before on a 

computer is not accurate and is wholly at odds with the 

teaching of the specification. 

So when we look at figure 3, figure 3 talks about how 

this works.  The software component gets delivered to that 

consumer device, such as the mobile phone, and the software 

component allows the general purpose processor on that device 

to do steps that either had never been done before at all or 

had been done only using highly specialized equipment. 

The first one we've highlighted on the slide, opposing 

counsel talked about this a bit is performing OCR of the check 

images on the MICR line, and that's part of claim 1, which is 

highlighted.  That's how you get the routing number. 

PNC essentially says, Well, OCR in some context had been 

done before, and people want the paper checks to be able to be 

OCR quality.  None of that has anything to do with what's 

going on in the invention, which is the invention has an 

actual downloadable software component that, in turn, causes 

these functions to be done either by the phone itself or in 

conjunction with the server to actually OCR that MICR line.
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THE COURT:  Let me ask you this, Ms. Glasser.  Could 

you respond directly to Mr. Lantier's argument about their new 

facts here as relates to the prior determination about the 

'136?  

MS. GLASSER:  Absolutely, Your Honor. 

So counsel said there was a new fact which was the 1999 

ANSI standard.  The ANSI standard was at issue in the Wells 

Fargo case as well, but, more importantly, the evidence in 

this case is -- I think this is a step 2 issue really, Your 

Honor; not a step 1 issue, in our view.  But here -- let me 

click to just the end of the deck. 

Here I think the evidence, we would characterize it as 

undisputed.  At least it is disputed as to whether or not this 

idea of OCRing the MICR line was something that was known at 

all, much less conventional back in the 2006 time period. 

So on slide 21 here we have Mr. Peterson PNC's expert.  

He is not able to identify any commercial system before 

October 2006 that used OCR on its own to decode the MICR line. 

Your Honor will recall, and I think there's some evidence 

cited in the papers here, that back at that time either they 

use a paper check and then they scan it into those huge like 

IBM machines on the back end, or sometimes they would have -- 

for example, a large business would have one of those magnetic 

devices in their office and they would get the MICR 

information on the front end from that process.  And so even 

Shawn M. McRoberts, RMR, CRR
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PNC's expert in this case acknowledged that this wasn't 

something that people were doing at the actual step of the 

initial deposit.  People were not OCRing the MICR line.  That 

was being done by those huge machines at the bank or 

alternatively using that specialized equipment. 

So this is their own expert, and we also presented 

testimony from Mr. Mott, who is USAA's expert, who 

specifically said use of OCR to read the MICR line went 

against conventional thinking, which was to use the 

specialized magnetic readers.  

THE COURT:  So this argument as to new facts, in 

your view, would relate to step 2, not to step 1.  

MS. GLASSER:  That's correct, Your Honor.

THE COURT:  Okay.  What else?  

MS. GLASSER:  So I think I largely completed the 

walk-through of figure 3.  Your Honor is familiar with figure 

3 in any event.  The long and the short of it is that the 

patent is by no means merely saying let's deposit a check and 

let's do it on a computer; it is articulating very specific 

steps for that purpose, just like in the prior cases like 

Finjan and Enfish, and will pull up one particularly on-point 

example. 

So in Finjan, for example, the Federal Circuit teaches, 

when you're talking about doing something on a computer, if 

you're employing a new kind of file that enables the computer 
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to do things that it could not do before, that's the classic 

case where something is non-abstract.  And that is just what 

we have here in that particular example that opposing counsel 

and I just walked through.

THE COURT:  I know we focused in the argument so far 

on the '136.  I'd like to hear your view on the '598 and the 

'638.  

MS. GLASSER:  Let me put those up for a minute.  

So those are similar but I think even more 

straight-forward analysis where we can see jumping off the 

face of the claim, opposing counsel I think didn't even 

seriously make a contrary contention that what we have here is 

a very, very large number of additional features and steps, 

including the OCR step, but including many other specific 

stages of error checks, customer checks, and other aspects to 

actually have the software downloaded onto the customer's 

computer and, thereby, convert the general purpose processor 

into something that could do what the specialized equipment 

had done before. 

So here on the screen we can look at, for example, the 

'638 Patent.  This is claim 1.  Claim 20 is similar.  The 

downloaded app itself performs the following steps.  We've 

highlighted a few of the key steps.  The very last step is the 

one we've already been discussing--the OCR performed on the 

MICR line itself, the checking for errors step at particular 
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points in the process, presenting the photo of the customer -- 

the check to the customer, which is another way for the 

customer to look at it and increase accuracy in the process, 

using a display of the device to actually assist the customer.  

This is laid out in our papers as well. 

This is one of those innovations that USAA recognized at 

the time, which is you're going to be using a digital camera 

instead of a giant specialized machine or even a magnetic 

specialized machine.  You're going to need to do some things 

to get the consumer to actually capture the device in a way 

that makes it more accurate and usable.  So some of those 

examples are here highlighted on the screen from the '638 

Patent. 

And then the '538 patent, similar in that respect.  It 

also calls out specifically that remote deposit application; 

the deposit application itself actually controlling the camera 

associated with the customer device.  And then all of these 

things that get received from the computer -- and they're not 

like a deposit slip, I think opposing counsel had mentioned.  

This is a process of actually extracting the data from the 

check, having the customer enter other information, and using 

the combination of those two things, sometimes checked against 

each other, to create a process that is actually accurate and 

workable in a context where it had never been used before.  

Is that responsive to Your Honor's question?  
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THE COURT:  I think so.  

MS. GLASSER:  Unless Your Honor has further 

questions, I'll submit on the papers.

THE COURT:  All right.  Thank you, counsel.

Mr. Lantier, I'll give you a rebuttal if you'd like it.  

MR. LANTIER:  Thank you, Your Honor.

If we could have slide 2 up again.

Your Honor, as I know Your Honor knows, we need to focus 

on the claims when we're talking about analyzing § 101 issues.  

I don't think we heard any argument that if you look at this 

claim, claim 2 of the '136 Patent, there is some improvement 

to computer or other technology.  If this claim were written 

to a method for performing optical character recognition and 

it set forth different steps that were different from the 

prior way of performing optical character recognition, then 

that would be a different matter.  But the argument is, 

instead, that -- and we don't agree that this is true, but 

even if we take it as true that optical character recognition 

wasn't being performed to read a routing number, that's not an 

Alice -- that's not a reason under Alice why the patent would 

be subject matter eligible. 

In Alice there was, of course, no evidence that a 

computer had been used to perform mediated settlement of 

transactions before, but the reason that the claim was patent 

ineligible is that the computer was not being changed; there 

Shawn M. McRoberts, RMR, CRR
Federal Official Court Reporter

29

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Case 2:21-cv-00246-JRG   Document 334   Filed 08/29/22   Page 29 of 235 PageID #:  23827

Appx19

Case: 23-1639      Document: 38-1     Page: 55     Filed: 12/26/2023 (55 of 385)



wasn't an improvement to the computer itself.  And, just as 

here, there's nothing in this claim that suggests that this is 

a new way of performing optical character recognition, and it 

certainly doesn't set forth the steps that are necessary to 

perform optical character recognition in a way that's claimed 

to be different from the prior art.

So that differentiates this case from the statement that 

Ms. Glasser referred to from Finjan, for example, where the 

Court said if you have a claim that sets forth the specific 

steps for improving technology, that's going to be subject 

matter eligible.  We don't have that here.

The reason -- the third thing, Your Honor, the reason I 

raised the ANSI standard in the context of step 1 was just 

because the Court's prior decision at step 1 had focused on 

the optical character recognition, and there seemed to be a 

suggestion of a belief that OCRing a check image gave the 

claim subject matter eligibilities at step 1, and that's why I 

addressed it there.

And, Your Honor, I had just focused on one claim as 

illustrative because we have eight briefs on these motions, 

but my slide 3 and slide 4 are claim 1 from the '598 and 

the '638 patents, and I'd be happy to walk through those.  I 

think the analysis is exactly the same, the claims are just 

longer so it would take a little bit longer.

THE COURT:  If you think the analysis is the same, 
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then I'm happy to leave it at that.  If there's something 

there that you think is not the same and you want to make a 

point about it, I'll be glad to give you that opportunity.  

Given that this Court had already taken up the '136 

previously, I wanted to make sure there was an opportunity to 

talk about the '598 and the '638 in isolation if there was a 

basis to do it, but if you're satisfied it's same song second 

verse, to use a phrase, I'm happy to acknowledge that.

MR. LANTIER:  Just to be clear, Your Honor, I think 

our complete position is set forth in our papers.  But in 

terms of what I would do, which is to walk through the claim 

and demonstrate that each limitation is just the performance 

of a business practice using standard computer equipment or a 

standard cell phone technology or a standard camera, that is 

true for every limitation of each asserted claim. 

None of the claims of the '598, the '638, or the '136 

purport to improve any technological area.  They set forth 

standard components, processors, computers, handheld devices, 

cameras, and then they just functionally state what the 

software does.  They don't seek to improve a way to perform 

any technology.  They are unlike the Gemalto case, which USAA 

had cited heavily in its papers for that reason.  In the 

Gemalto case the steps were specific to how to improve error 

correction coding.  Here we have none of that.  It's just 

standard business practices performed using standard computers 
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and other technology.  

Thank you, Your Honor.

THE COURT:  All right.  Thank you, counsel.

All right.  With regard to this matter, both Defendant's 

motion for summary judgment regarding an asserted lack of 

patent eligibility under 35 U.S.C. § 101 concerning the 

asserted patents raised by the Plaintiff in this case and the 

corresponding motion from the Plaintiff seeking summary 

judgment to dismiss Defendant's patent eligibility defenses, I 

have looked at the significant briefing in this case and 

having considered that and listened to your arguments this 

morning, I am persuaded that the asserted patents raised by 

the Plaintiff are not directed -- primarily directed to an 

abstract concept.  Therefore, I think they are patent eligible 

under § 101 at the step 1 phase, and I'm going to deny the 

Defendant's motion and I'm going to grant the Plaintiff's 

motion because this effectively takes the § 101 issue out of 

the case.  So that's the Court's ruling there.

All right.  Next following the order suggested by the 

parties, is the Plaintiff's motion for summary judgment that 

PNC is precluded from raising certain invalidity arguments.  

Let me stop here before we go further and ask counsel, 

I've indicated to you in chambers this morning that I expect 

to have a final judgment entered in the 319 case by the end of 

this week.  It seems to me that the Defendant's sole response 
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I HEREBY CERTIFY THAT THE FOREGOING IS A 

CORRECT TRANSCRIPT FROM THE RECORD OF 

PROCEEDINGS IN THE ABOVE-ENTITLED MATTER.  

I FURTHER CERTIFY THAT THE TRANSCRIPT FEES 

FORMAT COMPLY WITH THOSE PRESCRIBED BY THE 

COURT AND THE JUDICIAL CONFERENCE OF THE 

UNITED STATES.

S/Shawn McRoberts  08/19/2022

__________________________DATE____________
SHAWN McROBERTS, RMR, CRR
FEDERAL OFFICIAL COURT REPORTER
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 BY:  MR. ROBERT BUNT
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 (213) 683-9255
 BY:  MR. GREG STONE
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 (213) 443-5308
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 DORR, LLP - BOSTON
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      MR. ANDREW DANFORD
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me to carry the issue regarding the verdict in the Wells Fargo 

case, I'm going to exclude the verdict from the Wells Fargo 

case.  The settlement agreement and the license that flowed 

from those two verdicts I don't have a problem with, but I 

find that the verdicts themselves and a further discussion of 

the underlying findings by the juries in those cases are 

improper and I'm excluding those.

With that, the balance of the motion is denied, and I 

don't find anything, despite argument from both sides, that 

raises the objections of PNC to the level of outright 

exclusion versus aggressive and effective cross examination.  

So that's the ruling on Document 118.

All right.  Next let's go to the motion to exclude or 

strike portions of the rebuttal expert report of Christopher 

Vellturo.  This is Document 114. 

And this is Plaintiff's motion.  Let me hear from 

Plaintiff first.  

MR. SHEASBY:  Jason Sheasby.  May it please the 

Court.

I want to be very clear.  This is an issue that Judge 

Payne carefully considered at the last PTC and he denied our 

motion, but there is only one basis on which the Court should 

reach a new issue, and that issue is -- 

If we could have slide 3.

Although it's not -- wasn't disclosed clearly in his 
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report, when I took his deposition the second time I realized 

that -- I figured out that he actually -- when he counted the 

number of citations for a patent, he did not -- he counted the 

number of citations for the issued patent, ignoring the fact 

that you could cite the application separate from the issued 

patent.  So his count was artificially suppressed because he 

did not include citations to the application; he only included 

citations to the issued patent number.  And we took him on 

cross examination and he admitted that he did no analysis 

whatsoever to conclude if there would be a difference between 

if you counted applications plus the patent when it issued as 

opposed to just the patent issued.  So it's just an arbitrary 

decision he made; he has no idea what the impact was.

The reason why this is relevant is -- it's Comcast Cable 

Communications versus Sprint.  It's an Eastern District of 

Pennsylvania case.  It's obviously not controlling Federal 

Circuit precedent.  I cite it -- I bring it up because it's 

the case they cite to support them.  Quote, "But on this 

issue, Comcast does not argue that Doctor Cox ignored any 

predecessors of the '870 Patent.  Thus, in contrast to Finjan 

and Oracle, Doctor Cox analysis is sufficiently tied to the 

facts of this case."  He was doing a forward citation 

analysis. 

I have found no case and no article that has ever 

endorsed forward citation analysis based on the arbitrary 
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exclusion of application numbers and the inclusion of only 

patent numbers.  I have no idea why Doctor Vellturo did it, 

he's got no explanation for it, but I've never seen a 

methodology that ignores patent applications affirmed by a 

Federal Circuit or used in any of the articles that he cites.  

And I asked him if he was aware of any and he wasn't.  So 

that's the one difference that's existed. 

And then the other issue is paragraph 14 through 17 is -- 

in these paragraphs he does nothing but sort of talk about the 

background of banking and checking and what customers want.  

And that may have some relevance when they were -- that's just 

-- that the sort of is, in my mind, just laundering Webster's 

rebuttal report.  Mr. Webster has been withdrawn as a witness, 

and Mr. Vellturo -- Doctor Vellturo--Doctor; he deserves that 

respect--should be no longer allowed to just recapitulate the 

opinions of a witness who's not even showing up. 

So I'd ask for those to be stricken because Mr. Webster 

has been withdrawn. 

And I appreciate your time.  I understand this is a 

nuanced issue.  Your Honor may fairly say, Well, this is an 

issue of vigorous cross examination, but I would say that if 

-- this has never, ever, as far as I can tell, been allowed by 

any federal court, this arbitrary exclusion of patents versus 

patent applications, and that does make it a unique situation.  

Thank you, Your Honor.  
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THE COURT:  Mr. Dowd, I'm going to save you some 

time and effort.  I've looked at this.  I've heard the 

argument from the moving party.  I'm not persuaded.  I'm going 

to deny the motion.  

MR. DOWD:  Thank you, Your Honor.  

THE COURT:  All right.  The next item on the 

parties' list of disputes to consider has effectively already 

been addressed, and I'm denying it as moot.  That's PNC's 

motion for leave to supplement -- well, I've denied the motion 

to supplement the reports of Gray, Peterson, and Davis, and so 

there will be subsequent motions to strike those supplemental 

reports and those will be moot because I've denied leave to 

supplement in the first place.

That next should then bring us to Plaintiff's motion to 

strike the report of Julie Davis, the Defendant's damages 

expert.  That's Document 108.  And let's proceed with that. 

And let me hear first from the moving Plaintiff. 

This is a bear of a motion, Mr. Sheasby.  I lost count of 

how many subparts there are.

MR. SHEASBY:  I know Your Honor.  

Your Honor, I would appreciate some guidance.  I can go 

through the specific subparts.  I can also focus on what I 

think are the most important issues that I think are the most 

inflammatory.  I would -- doing that would not mitigate the 

other, but I know Your Honor spent quite some time with this 
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I HEREBY CERTIFY THAT THE FOREGOING IS A 

CORRECT TRANSCRIPT FROM THE RECORD OF 

PROCEEDINGS IN THE ABOVE-ENTITLED MATTER.  

I FURTHER CERTIFY THAT THE TRANSCRIPT FEES 

FORMAT COMPLY WITH THOSE PRESCRIBED BY THE 

COURT AND THE JUDICIAL CONFERENCE OF THE 

UNITED STATES.

S/Shawn McRoberts  08/19/2022

__________________________DATE____________
SHAWN McROBERTS, RMR, CRR
FEDERAL OFFICIAL COURT REPORTER
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THE COURT:  Mr. Dowd, I'm going to save you some 

time and effort.  I've looked at this.  I've heard the 

argument from the moving party.  I'm not persuaded.  I'm going 

to deny the motion.  

MR. DOWD:  Thank you, Your Honor.  

THE COURT:  All right.  The next item on the 

parties' list of disputes to consider has effectively already 

been addressed, and I'm denying it as moot.  That's PNC's 

motion for leave to supplement -- well, I've denied the motion 

to supplement the reports of Gray, Peterson, and Davis, and so 

there will be subsequent motions to strike those supplemental 

reports and those will be moot because I've denied leave to 

supplement in the first place.

That next should then bring us to Plaintiff's motion to 

strike the report of Julie Davis, the Defendant's damages 

expert.  That's Document 108.  And let's proceed with that. 

And let me hear first from the moving Plaintiff. 

This is a bear of a motion, Mr. Sheasby.  I lost count of 

how many subparts there are.

MR. SHEASBY:  I know Your Honor.  

Your Honor, I would appreciate some guidance.  I can go 

through the specific subparts.  I can also focus on what I 

think are the most important issues that I think are the most 

inflammatory.  I would -- doing that would not mitigate the 

other, but I know Your Honor spent quite some time with this 
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motion, and I'd like some guidance if you just want me to 

focus on a small subset or you want me to march through each.

THE COURT:  Well -- 

MR. SHEASBY:  They're all important.  I'm not 

diminishing them.

THE COURT:  I understand you're not conceding that.  

I'd like to hear -- let's start with this.  I'd like to hear 

your arguments on the portion of this motion that's entitled 

'invalidity as part of damages', I'd like to hear about 

'entitlement to value of the patents-in-suit', and I'd like to 

hear about 'Mitek's place in the 2008 market'.

MR. SHEASBY:  Yes, Your Honor.

THE COURT:  I'd like to hear about the enablement 

section, and I'd like to hear about the non-prior art systems 

Bankinter, Mitek, West Virginia Federal Credit Union.  Why 

don't we cover those and then we'll see where we are.

MR. SHEASBY:  Thank you, Your Honor.

So if you go to slide 5.

One of the tactics that Ms. Davis uses is she lards into 

what she describes as the background section of her motion 

this discussion of prosecution history, suggesting that the 

fact that the arguments that were made in front of the 

PTAB -- sorry -- the PTO, what the PTO thought was disclosed 

in some prior art reference, what we concluded -- what we 

argued was new somehow defines the economic footprint of the 
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claim, and she can just take whatever was the new limitation 

we added, argue that everything else is old because the PTO 

said so, and use that as the basis for her damages.  I think 

that's what -- the vehicle that they are attempting to do. 

There's no Federal Circuit case that has affirmed that as 

a methodology on damages.  In fact, the Federal Circuit has 

found that the fact that you don't -- you only argue one thing 

in front of the PTO as opposed to four things is not a 

concession as to the other three things; you just argue the 

one that was -- that got you the patent and there's nothing 

wrong with that. 

And we asked her, Well, do you actually use this 

prosecution history to calculate damages, and she said under 

oath no.  Well, if she doesn't use it to calculate damages, it 

is no business her talking about the prosecution history in 

front of the jury.  She's not a prosecution history expert, 

she's not a technical expert, and the only use of the 

prosecution history would be to suggest to the jury that they 

can abdicate their fact-finding to determine what the Federal 

Circuit -- what the PTO thought was new or old, and that is 

obviously not appropriate for them to do.

The next issue that I think you asked to focus on --

THE COURT:  I want to hear about the argument on her 

part about invalidity and where she attempts to distinguish 

between the value of the patented combination and the features 
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that were previously known.  It seems odd to me that a damages 

expert is going to talk about invalidity when they have to 

presume the patents-in-suit are valid and infringed under 

Georgia-Pacific.  

MR. SHEASBY:  And this is just a recapitulation.  

Judge Payne already ruled on this issue.  It's not the law 

that Ms. Davis gets to say X, Y, and Z and Q are in the prior 

art and so, therefore, I only get to -- I'm only going to 

apportion value for P.  There's no Federal Circuit case that 

has allowed that to occur.  And Judge Payne rejected it 

previously, and he was right to reject it.  Claims are viewed 

in their entirety, and it's the combination of elements that 

can make them novel, and just isolating it down to individual 

claim terms is something that Judge Payne rejected, and it 

should be rejected again in this case.

The Mitek place in the ecosystem I think is particularly 

pernicious.  Let me show you some slides on there. 

Let's go to slide 17.

So I want to back up from Mitek and speak about this idea 

of crystallizing things down to their individual parts and 

then putting them back together.  This is obviously 

inconsistent with Panduit which talks about inventions as 

being a combination of elements.  It's also inconsistent with 

I think the most on point case law, which is AstraZeneca.  In 

AstraZeneca, they made clear that a combination of old 
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elements doesn't mean you remove those old elements from the 

damages analysis.  But that's exactly what Ms. Davis suggests 

that you do in this situation, and it's improper and it 

shouldn't be allowed because it misleads the jury.

The Mitek issue -- and I'm jumping around in my slides, 

so give me one second, Your Honor. 

Let's go to slide 24. 

So, once again, this factual background where she talks 

about Mitek, where she talks about the relationship between 

Mitek and USAA historically, that is a surreptitious attempt 

to use prior art against us.  The system -- she quotes a 

document from 2008 in which we talk about congratulating Mitek 

on its progress.  That is not a prior art system.

THE COURT:  That's the email at issue?  

MR. SHEASBY:  Yes, Your Honor.  

That's not a prior art system.  And by 'not a prior art 

system', I mean it's not elected prior art and it's not prior 

art.  It has no connection in this case.  Talking about 

something that happened two years after the fact between Mitek 

and USAA is -- there's -- it is unprecedented in the sense 

that it doesn't have any support in the record that things 

happening two years after reflect in the value of the patented 

technology. 

And so we actually dug down on this and we asked 

Ms. Davis about it.  We asked Ms. Davis, Well, is this stuff 
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you talk about with Mitek in the background, does this even 

inform your damages analysis.  And she admitted under oath 

that it doesn't.  So if it doesn't inform her damages 

analysis, why is it helpful to the jury?  It's only helpful  

to the jury to poison the jury to think that something that 

happens in 2008 in Mitek's launch of a product in 2008 has 

relevance to damages.

THE COURT:  Let me ask you this.  Does Ms. Davis 

talk about this congratulatory email in her analysis of 

Georgia-Pacific factor 9?  

MR. SHEASBY:  No, Your Honor.  She talks about it in 

the factual background.  And Georgia-Pacific factor 9 is the 

utility and advantage of the patent property over the old 

modes or devices.  And, of course, the Mitek email is from 

October 2008, two years after the priority date. 

And it's not relevant to factor 15 in the sense that it 

is completely unconnected to the hypothetical negotiation, 

which would be in 2015. 

So there's nothing about this email that has any 

connection to either the hypothetical negotiation or to the 

priority date of the patent.  This is purely designed to throw 

a skunk in the jury box to suggest that Mitek thought of 

something in 2008 and that should count for something, when 

under the damages law it doesn't count for anything.

The next issue is enablement.  I want to flag for Your 
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Honor that we actually lost this argument in front of Judge 

Gilstrap.

THE COURT:  You are in front of Judge Gilstrap now.

MR. SHEASBY:  In front of Judge Payne, although you 

affirmed Judge Payne's ruling, so we lost it in front of you. 

And we have some reservations about Ms. Davis talking 

about the time it took for us to launch our system and to get 

our rejection rates up and her talking about the challenges 

with the system, the reason being is that would 

surreptitiously suggest that she is making an enablement 

argument and they are trying to launder an enablement argument 

through a damages expert.  She has to assume the patent is 

invalid -- the patent is valid and infringed, and talking 

about the challenges we had after the patent had issued, in 

fact, they're talking about challenges in 2009, that does 

strike me as surreptitious enablement. 

Like I said, we did lose that in front of Judge Payne 

last time, but I do think that there is a different -- it is 

different this time.

And then on the non-prior art systems -- 

If we go to slide 98.

So there are two issues in here that I want to flag for 

Your Honor, and both of them really, really bother me.  One is 

this reliance on the fact that we were involved in regulatory 

issues involving anti-money laundering -- anti-money 
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laundering impact and protections, and she's suggesting that 

that would be something that should be considered by the jury 

in determining a reasonable royalty, and I have to tell you 

that it's highly, highly inflammatory talking about anti-money 

laundering, its implications with terrorism.  There is no role 

for that in front of the jury.  It is tangential at best, and 

it was an issue of someone trying to throw a skunk in the box.  

That's paragraph 264, Your Honor.  It's a major, major issue.

And then in terms of the non-prior art systems, I would 

submit that this is the same issue as Gray.  Ms. Davis talks 

about ImageNet, she talks about the West Virginia Credit 

Union, and she talks about the Bankinter system.  None of 

those systems are admitted -- they're not prior art and 

they're not elected prior art, and so there should be no 

discussion of them by a damages expert, just like there should 

have been no discussions of them by Mr. Gray. 

And I can find those paragraphs for Your Honor.  Give me 

one moment.  Aha.  I got them.  The improper discussion of 

non-prior art systems is paragraph 25 and 38 of her report. 

I did want to flag two other issues.  One, she talks 

about the millions of dollars that Mr. -- one of our licensing 

representatives received from the success that USAA has had in 

the past, and I don't think that has any appropriate role in 

front of the jury.  I think it's highly inflammatory.  And 

I'll find that passage -- I'll find that quote for Your Honor.  
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I know it's late in the day.  I'm going to ask Mr. Payne to 

find it and I'm going to go on to what I think is an important 

live issue, and that has to do with non-infringing 

alternatives. 

Ms. Davis discusses the idea of this altered version of 

Garcia-Verdugo as a non-infringing alternative.  Let me find 

that.  Aha.  Here it is. 

Ms. Davis -- this is paragraphs 245 to -- in paragraph 

244 in particular of her report she discusses the fact that 

there could be some type of non-infringing alternative that 

involves Garcia-Verdugo and modifications to Garcia-Verdugo.

Let's go to slide 46.

So I flagged for -- 

THE COURT:  She relies on Webster.

MR. SHEASBY:  Who's stricken.  He's not coming, and 

so --

THE COURT:  For Garcia-Verdugo, but she relies on 

Gray for the design-around.

MR. SHEASBY:  Right.  And so they are different.  In 

other words, you let the Gray opinion in on the design-around, 

and so that has support based on Ms. Davis' opinions -- Ms. 

Davis' use of it.  But as to Webster, they withdrew Webster.  

And we had very significant issues with the Webster 

methodology for this, quote, Garcia-Verdugo design-around, and 

so that should be out, Your Honor.  If Mr. Webster isn't going 
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to come to trial and force cross examination on his, quote, 

Garcia-Verdugo design-around, Ms. Davis should not be able to 

launder it as well. 

And I flagged that for them, Your Honor.  If they want to 

withdraw the -- the withdrawal of Webster, I can talk about 

the methodology behind it, but there were serious issues with 

that methodology.  Mr. Webster never disclosed what 

modifications he would make from PNC's system to get closer to 

Garcia-Verdugo and avoid our patents, and because of that 

there is nothing to say whether it was a non-infringing 

alternative because he never specifically designed the system. 

And so on this issue where it's a central aspect of the 

damages, if they are going to not allow the expert to be 

exposed to cross examination, Ms. Davis should not be able to 

launder it. 

There is so much in this, Your Honor, and I'm going to 

find the licensing executive compensation when I get back, but 

I know I've taken up a lot of your time.

THE COURT:  There's one thing you haven't touched on 

that's in the briefing, and that is Ms. Davis refers to a USAA 

presentation calling Deposit@Mobile the top negative mover on 

the misery index.  Can you explain that to me?  

MR. SHEASBY:  Yeah.  

So this is something that Judge Payne felt was 

appropriate to include -- that Doctor Vellturo was allowed to 
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discuss it at the last -- in his last report.  And basically 

the reservation we have again with it is it shows that it's 

suggesting -- it was used to suggest that our technology was 

not enabled in the last trial, and if enablement is not going 

to be part of this trial, it strikes me you're taking with one 

hand and then punching -- you're sort of -- you're taking with 

one hand and punching with the other, in the sense that you're 

saying, Okay, well, we don't get to try § 112, but we're going 

to surreptitiously try § 112 through Ms. Davis, and I do think 

that that crosses the line. 

The fact that we're a top negative moreover, our system 

as a top negative moreover doesn't show anything about what 

the damages would be in the case because the damages are based 

on the patent, not based on our product. 

And then the other thing is the paragraph about Epstein 

compensation is paragraph 256.  

THE COURT:  All right.  

MR. SHEASBY:  I know there's just a morass here, 

Your Honor, and I'm sorry for that, but I tried to flag on 

what I think are the major issues.  One second.  Mr. Payne 

is --

THE COURT:  Well, if there's a morass here, 

Mr. Sheasby, it's because you filed it.

MR. SHEASBY:  Well, one may say there's a morass 

here because of the person who wrote the report, Your Honor.  
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THE COURT:  All right.  Is there anything else you 

want to call to my attention before I hear from PNC?  

MR. SHEASBY:  Mr. Epstein is also at paragraph 103, 

Your Honor.

THE COURT:  All right.  Thank you. 

Let me hear from PNC, please.  

MR. DOWD:  May I proceed, Your Honor?  

THE COURT:  Yes.  

Mr. Dowd, why don't you respond directly to what I heard 

from Mr. Sheasby, and then if there are topics in here that 

have not been previously addressed that you think are 

significant, compelling, I'm happy to hear from you then, but 

let's cover what he said first.

MR. DOWD:  I will endeavor to do so, Your Honor.  

And if I may, what I did was in preparing for this, there 

were 17 topics, and in Mr. Sheasby's brief he labeled them A 

through Q, so I'm just going to use his labels.  I'll go to A, 

which was the prosecution history issue; c, which was the 

invalidity issue that Your Honor brought out, and I'll just -- 

THE COURT:  Just identify the label and the topical 

nature of the issue.

MR. DOWD:  Will do.  Thank you, Your Honor.

So let me start by saying as an umbrella issue, Ms. Davis 

is not engaging in invalidity analysis.  Ms. Davis is not 

engaging in enablement analysis.  What Ms. Davis is attempting 
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to do is the analysis that Mr. Kennedy failed to do to 

apportion down to just the value of this -- of these patents 

in this case. 

And so if we start with her analysis that relates to the 

prosecution history, first, she is not going to be there to 

explain the prosecution history, per se.  She's relying on 

other experts who explain what happened during the prosecution 

history.  But what she is there to do is to consider how the 

patents were allowed and what was identified as the inventive 

contribution that overcame the rejections in order to 

understand what is the value attributable to the invention.  

And she's not doing it limitation-by-limitation, she's not 

saying this one limitation was beat all and end all, but what 

she is doing is attempting to look at what is the incremental 

benefit of this invention over what came before.  And that 

analysis is entirely supported by AstraZeneca, which 

Mr. Sheasby cited.  That case says that the measure of damages 

is the new value created by the novel combination, and it has 

to be distinguished from the value of the component elements.

THE COURT:  I've read it three times getting ready 

for this.  

MR. DOWD:  Okay.  And so you have that.

The Eidos case that we cite in our brief is to the same 

point.  You look at the incremental benefit created by the 

invention and what it is above and beyond what the component 
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elements were standing alone, and that is what she's doing.

If we turn to -- go to part B.  This one I think is 

quick.  

If I could have the elmo, please.

I believe on page 111, this portion A is what Mr. Sheasby 

is referring to where she talks about Garcia and relies on 

Webster's technical analysis.  We will withdraw that 

paragraph.  We're not going to be presenting that.  That is a 

consequence of withdrawing Mr. Webster.

Part C, this is -- his title is 'improper attempts to 

assert invalidity as part of damages'.  That is not at all 

what she's doing.  And this goes to the -- I believe they are 

attacking the last full paragraph on page 13 of Ms. Davis' 

report here.  She relies on Mr. Peterson who is an expert and 

will testify about the -- in this case the Garcia reference.  

And what she's doing there is she's looking at what is -- in 

light of the technical opinions about what came before, what 

is the value of these inventions over what came before. 

Here it's really -- USAA is attempting to present these 

inventions as though they came on a blank slate or fell out of 

the sky and that all of the value of mobile check deposit is 

attributable to its inventions.  Ms. Davis is simply 

reflecting and using other experts who deal with the 

invalidity issues, deal with the prior art issues, but 

reflecting on the fact that that is not the case and that  
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that has an impact under Georgia-Pacific on what the actual 

valuation should be for these patents.

Similarly, and I'm turning now to Mr. Sheasby's point D, 

the opinion about -- his title is 'opinion that USAA is not 

entitled to value the patents-in-suit'.  That is not at all 

what Ms. Davis is doing here on page 16, the first paragraph, 

that part of the brief challenges.  And actually I would 

suggest that what Mr. Sheasby has done in this part of his 

brief is essentially raised to two straw men. 

The first is that Ms. Davis is opining that USAA is not 

entitled to value the patents-in-suit.  That's just not the 

case.  That is not correct.  It is appropriate, however, for 

Ms. Davis to consider the inventive contribution of USAA's 

patents in evaluating damages, and part of that is to 

understand what USAA invented and what it did not invent.   

And considering the inventive contribution of a patent that 

combines old elements, and Mr. Sheasby focused on this,  is 

not treating this as somehow a second-class patents or 

treating as though it doesn't have value, but what you have to 

look at is what is the value of the combination over and above 

the value of the individual components standing alone, and 

that is what Ms. Davis is doing here.

The second part of this argument, and I think based on 

Mr. Sheasby's remarks they may be dropping this, but she's 

relying on Mr. Peterson for the technical aspects of the 
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opinion and then she is offering the economic opinion that 

comes from that, the economic consequence of those technical 

facts that Mr. Peterson lays out.  Her economic opinions are 

her own and it is perfectly appropriate to rely on a technical 

expert for those opinions.

I'll move to part E which is the Mitek issue, Mitek's 

place in the market.  And I wrote this down because it was 

interesting that Mr. Sheasby said this.  Mitek, he says, is an 

attempt to use prior art against us.  Well, it is true that 

Mitek is prior art.  It's a system that existed before these 

patents as of 2006.  And what this document is, this 2008 

document, is a recognition that there is this Mitek system out 

there.  And so this goes again to that issue where, by USAA's 

lights they would like to present to the jury these patents as 

though they were just sewn from hole cloth, that there was 

nothing before, but that isn't true and their own documents 

recognize this isn't true.

THE COURT:  But if Ms. Davis' report only discusses 

Mitek in the background section, why should she be able to 

cite it as a part of her analysis on Georgia-Pacific 9 when 

she doesn't do that in her report?  

MR. DOWD:  And I'm not suggesting that when she goes 

through the Georgia-Pacific factors and she's going to lay out 

factor 9 and do her analysis of that factor that she's going 

to necessarily do that, but she should be allowed to paint the 
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picture for the jury of what the state of this industry was at 

that time and including what came before where she's relying 

on the technical expert for that piece to then set the stage 

for her Georgia-Pacific analysis where, as Your Honor 

recognized, I believe it's --

THE COURT:  The difference in the line between 

simply painting a picture in background and getting into the 

actual analysis and the conclusions that result is sometimes a 

very murky line, Mr. Dowd.  

MR. DOWD:  I agree with you that, it can be murky, 

Your Honor, but I think in her presentation it's fairly crisp.  

She has a section, and this is part of that section that 

describes what the background of this industry was, what the 

economic realities of the industry were.  And then when we get 

to her pages 109 and 110, she's laying out her analysis of the 

Georgia-Pacific factors 9 and 10, she's relying on 

Mr. Peterson's analysis of for those aspects, and what she 

lays out are all of the aspects that are factually 

individually known in this art, and that does then relate 

back, I believe.  But it in no way is suggesting that 

they -- USAA can't place a value on its technology, but, 

instead, the issue is you need to apportion it down to what is 

the value that increased from the combination over what came 

before. 

And to that, Mitek is actually relevant in a second 
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respect, and that is because Mitek came before, and it is a 

product that actually both parties have used, and it has 

independent economic value based on both parties purchasing it 

in the market.  And so that, we would suggest, Ms. Davis 

should be allowed to discuss.

On non- -- I think it is his --

THE COURT:  Prior art systems.  

MR. DOWD:  Yes.  Point F, non-prior art systems.

THE COURT:  Bankinter, West Virginia Federal Credit 

Union, et cetera.

MR. DOWD:  Yep.  And on those, each of those, 

Bankinter, West Virginia, Mitek, they all deployed mobile 

deposit systems before USAA did.  And so this is actually a 

point that is a rebuttal point to what USAA is contending.  

USAA contends that it was the first in the world to deploy 

mobile check deposit.  If they're going to make that 

contention, the jury should also be allowed to hear the 

contrary evidence, which is that Bankinter, West Virginia, and 

Mitek deployed their systems before USAA did.  

THE COURT:  Isn't part of what she's relying on with 

regard to these topics transported from Webster's report to 

her?  

MR. DOWD:  I don't believe it is solely 

Mr. Webster's report.  I believe Mr. Peterson also    

addressed this issue.  To the extent it is solely reliant  
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upon Mr. Webster, we won't present that.  

THE COURT:  Okay.  

MR. DOWD:  I think we then go to J, which was the 

references to the consent decree.  And there, there is no 

suggestion in Ms. Davis' report that she's going to trot out 

money laundering.  I don't understand that comment from 

Mr. Sheasby.  This is a different issue.  What this issue is, 

is -- and maybe I can do this on the elmo most quickly.  We 

have from USAA's 30(b)(6) witness testimony along the 

following lines.

MR. SHEASBY:  Your Honor, we should close the Court 

if they are going to put in testimony on the regulatory 

issues.

MR. DOWD:  I'll summarize it.

MR. SHEASBY:  If he summarizes and is going to talk 

about regulatory issues, we should close the courtroom.

MR. DOWD:  It isn't about the regulatory issue.  I 

think I can summarize this easily without -- 

THE COURT:  Why don't you proceed, Mr. Dowd.  

Mr. Sheasby, if you think he's gone too far, you can 

certainly stand and raise that issue again.

MR. DOWD:  And please do.  I don't mean to.

The suggestion from USAA is that USAA is losing customers 

because of something that PNC has done.  The document that 

Ms. Davis relies on says that they've actually increased -- 
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their customers are increasing, the customer base is growing, 

and it is current as of March 2022.  So the suggestion that 

PNC is causing some loss or dramatic loss of customers is 

inconsistent with something that they stipulated to with the 

United States government, and that we think is admissible for 

that purpose.

And then I think we go to Q, negative -- top negative 

movers.

Okay.  That is the last piece of the motion.  It's the 

top negative mover evidence.  And this is, I think, similar in 

the sense that what USAA argues is that its mobile deposit 

product was somehow foundational, that it's inventions were 

foundational to mobile deposit.  However, its own documents 

are inconsistent with that.  And we'll deal with this in the 

top negative mover context, but it also relates to the 

argument made in the brief about how there's supposedly some 

enablement issue here.

The issue is, again, USAA is attempting to present these 

patents as though they are the solution for mobile check 

deposit.  If I have these patents, I have everything I need to 

do mobile check deposit.  That is the basis upon which 

Mr. Kennedy does his apportionment analysis.  He apportions 

down to the 2006 patent family and then says all of the value 

of mobile check deposit for that family is attributable to 

these patents.
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This evidence is inconsistent with that.  The evidence 

that it took USAA years to actually develop a system that 

actually worked, and it had the patents, it had the 

technology, it had the inventions the whole time and those 

inventions were not sufficient to bring a system to market 

without years worth of additional work and effort, that has 

nothing to do with enablement.  What that has to do with is 

what is the value -- the incremental value of these three 

patents toward a full system.  Well, it's less than the value 

of the full system.  That's what this top negative mover 

evidence indicates. 

That's also what the evidence under Mr. Sheasby's -- I 

think it's category G, use of enablement arguments, that's 

also what that evidence goes to.

And so with that, Your Honor, unless there are specific 

questions, I would...

THE COURT:  All right.  Thank you, Mr. Dowd.  

MR. SHEASBY:  May I be heard for five minutes, Your 

Honor?  

THE COURT:  You may.  

MR. SHEASBY:  So I'm not going to respond to 

argument because it's so late in the day, but I do think it's 

important for there to be precision in representations that 

are made to the Court.

Mr. Dowd repeatedly, he said it three times, that Mitek 
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is prior art.  That statement is an exercise in fiction.  You 

don't have to take my word for it.  You can look at Ms. Davis' 

report.  She said that Mitek launched the system in January of 

2008.  I don't know in what world that is prior art to an 

October 2006 patent, but it's not the world that the Federal 

Circuit requires us to live in.

West Virginia Federal Credit Union, Mitek, ImageNet, 

Bankinter, none of those are prior art.  None of those are 

properly before the jury on the issue of damages.  Whatever 

use they have, they're not to be used by Ms. Davis.

The next issue is this idea that there is some shock that 

we're concerned about regulatory issues.  Paragraph 99.  Let's 

go -- 

Madame Courtroom Deputy, if we can have the -- 

Slide 99, Mr. Huynh.

This is what she wants to say at the jury.  "USAA was 

recently assessed a fine of $140 million for willful 

violations of the Bank Secrecy Act."  And the document she 

refers to, if we go to slide 100, has to deal with money 

laundering issues.  If Mr. Dowd wants to say we were growing 

during the time period that PNC was infringing our patents,  

he can say that.  They don't need to throw into the jury 

regulatory issues relating to willful violations of the Bank 

Secrecy Act.  Whoever wrote this report clearly put this in in 

an inappropriate attempt to taint the jury. 
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It would be no different -- let me give you an example.  

PNC was one of the banks that did the robo signing, so they 

faked the declarations that were used to foreclose on people's 

houses.  I could just as easily argue that PNC -- they really 

needed MRDC because they had such a massive fine because of 

their regulatory non-compliance and their dishonesty with 

foreclosing on people's houses.  That relation to damages is 

tangential, and I wouldn't do it because it's being used for 

an improper purpose, and Ms. Davis is doing the same thing, 

Your Honor. 

Your Honor I'll rest on that, unless you have any 

questions.  

THE COURT:  I don't think so.

Mr. Dowd, do you have anything else?  I want to bring 

this to a close.

MR. DOWD:  I will, Your Honor. 

If we could just bring up 15.99 again for just one 

second. 

What Mr. Sheasby focused on was a longer block quote, and 

what Ms. Davis' opinion actually is is customer base and 

revenue grew in recent years, which is exactly what I said it 

was, and she is rebutting this notion that we are getting from 

USAA that it's PNC somehow damaging their customer 

relationships.

Thank you, Your Honor.  
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We can bring that down.  

THE COURT:  All right.  You know, we can apportion 

blame here if we want to, but the bottom line is we've got a 

motion with a huge number of sub-issues embedded in it, all of 

which are something that the Court has looked at and 

considered.  I've heard your arguments.  I'm going to do my 

best to give you my rulings and reasons why.

On the issue regarding prosecution history, I'm going 

deny this.  I don't believe it should be struck.  But she is 

only going to use it as adopted from Peterson's opinions.  

She's going to be limited to what she expressly adopts from 

Peterson.

With regard to the Garcia-Verdugo non-infringing 

alternatives, given that she relies and adopts on Webster's 

opinion here, this should be and is out.

With regard to the portion of this motion entitled 

'invalidity as part of damages', I'm going to strike this 

portion of her opinion.  I think it's an invalidity opinion in 

disguise being proffered by a damages expert.  It's beyond her 

field of expertise and it's improper.

With regard to the issue -- or the sub-issue in this 

motion entitled 'entitlement to value of patents-in-suit', I 

likewise think this is an improper invalidity opinion being 

proffered by a damages expert, and I'm going to strike it.

With regard to the portion of this entitled 'Mitek's 
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place in the 2008 market', I'm going to deny the motion, but 

Mr. Dowd, she's not going to go beyond background here.  And 

I'm going to be watching closely here, and if she does, I'm 

confident the Plaintiffs will not be bashful about raising it 

given the discussions we've had today.

With regard to the portions of the motion entitled 

'non-prior art systems, Bankinter, Mitek, West Virginia 

Federal Credit Union', I'm going to strike these.  I'm going 

to grant the motion.

With regard to the portion of the report entitled 

'enablement', I also am persuaded this is an invalidity 

argument being proffered by a damages expert, it goes beyond 

damages, it's improper, it's beyond her expertise.  I'm going 

to strike it.

With regard to the sub-portion of the motion 

entitled 'parrot Vellturo's citation analysis', I'm going to 

deny the motion.

With regard to USAA's -- the section of the motion 

entitled 'USAA's licensing practices', I'm not going to strike 

this portion of the motion, but -- and we haven't gotten to 

limine practice yet, but I can tell you the Court is not going 

to permit either party to intentionally and actively denigrate 

the other party in front of the jury.  This to me looks like 

it includes some denigration of USAA.  The facts are the 

facts, but they are going to be portrayed in a way that is not 
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objectively denigrating to the other side.  And the same rule 

goes for USAA's references to PNC.

With regard to the portion of the motion entitled 

'regulatory actions consent decree', I'm going to strike any 

reference to the $140 million civil money penalty.  It's 

highly prejudicial and the prejudice clearly exceeds any 

probative value here, in my view.  The fact that there has 

been a penalty I think might relate to the allegation of 

losing members.  And to the extent the underlying fact that a 

penalty was imposed can be portrayed in a generic factual 

manner, I'm not going to exclude that from her testimony, but 

she is not going to prejudice the jury against the Plaintiff 

by using $140 million civil money penalty and raising issues 

of money laundering and support of terrorism and anything else 

that might be implied or targeted in that kind of information. 

And to make sure that this is handled the way I want it 

to be handled, before Ms. Davis testifies on this topic, I 

want counsel to approach the bench and explain to me how it's 

going to be done so that I make sure it's handled in a way 

that I've just expressed to you to my satisfaction.

With regard to the portion of this motion, which I don't 

think you've argued about but it's included in the motion, 

it's called '319 expert reports not presented at trial', those 

are going to be granted and those expert reports from the 319 

case not presented at trial, they are not going to be used 
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here.  It is not Ms. Davis' job to impeach other witnesses.

With regard to the suggestion about USAA seeking 

royalties in the 319 case again, it is not Ms. Davis' job to 

impeach other witnesses.  This goes beyond her affirmative 

duty to put forth a damages analysis.  I'm going to strike 

that portion of it.  And that also comports with my earlier 

guidance to the parties about retrying the 319 case as a part 

of this case.  

With regard to unconsummated or other non-comparable 

agreements, that section of the motion, I'm going to deny that 

portion of the motion.  It doesn't appear that the licensing 

letters are really in dispute.  I am either going to strike or 

order redactions on any dollar amounts set forth in the NCR, 

SunCoast, Dollar Bank correspondence, and if and when those 

are proffered as exhibits in the case, we can talk about that.

I'm going to deny the portion of the motion entitled 

'double-counting'.

With regard to the portion of the motion entitled 

'non-infringing alternatives', the portions that rely on 

Webster are out.  The portions that rely on Gray are in.

The section of fingerprint authentication, that does not 

warrant being excluded and I'm going to deny that portion of 

the motion.

With regard to the final portion of the motion entitled 

'Deposit@Mobile as a top negative mover', this again is, in my 
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view, PNC's effort to bring in an enablement argument through 

their damages expert, and I'm going to strike it.

And I believe that is all of what's at issue in Document 

108.

All right.  The next motion that would have been argued 

is USAA's motion to strike the supplemental report of Julie 

Davis.  This is denied as moot given that I've already denied 

the motion for leave to supplement Ms. Davis' report.

Next up is USAA's motion to strike the opening report of 

Christopher Vellturo.  We are now at about five minutes until 

5:00 p.m.  It's been a long day today.  We're going to start 

with this in the morning.

I will say at a high level I think we've covered a lot of 

territory today and I'm hopeful that we can finish the 

dispositive motions and get the limine disputes and the 

exhibit issues out of the way tomorrow.  I appreciate your 

cooperation in keeping a brisk pace today, and I thank you for 

that.

All right.  Are there questions before we recess for the 

day and reconvene at 9:00 tomorrow morning?  

MR. SHEASBY:  Nothing from Plaintiff, Your Honor.

MR. MUELLER:  No, Your Honor.

THE COURT:  We stand in recess until 9:00 a.m. 

tomorrow.  You are excused.

(The proceedings were concluded at 5:00 p.m.)
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I HEREBY CERTIFY THAT THE FOREGOING IS A 

CORRECT TRANSCRIPT FROM THE RECORD OF 

PROCEEDINGS IN THE ABOVE-ENTITLED MATTER.  

I FURTHER CERTIFY THAT THE TRANSCRIPT FEES 

FORMAT COMPLY WITH THOSE PRESCRIBED BY THE 

COURT AND THE JUDICIAL CONFERENCE OF THE 

UNITED STATES.

S/Shawn McRoberts  08/19/2022

__________________________DATE____________
SHAWN McROBERTS, RMR, CRR
FEDERAL OFFICIAL COURT REPORTER

Shawn M. McRoberts, RMR, CRR
Federal Official Court Reporter
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