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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, DC

In the Matter of I

IIlV8StIgfltIOI] N0.

MACHINES, ATM MODULES,
COMPONENTS THEREOF, AND
PRODUCTS CONTAINING THE SAME

NOTICE OF THE COMMISSION’S FINAL DETERMINATION FINDING A
VIOLATION OF SECTION 337; ISSUANCE OF A LIMITED A
EXCLUSION ORDER AND CEASE AND DESIST ORDERS; '

TERMINATION OF THE INVESTIGATION

AGENCY: U.S. Intemational Trade Commission. ’

ACTION: Notice.

SUMMARY: Notice is hereby given that the U.S. International Trade Commission has found a
violation of section 337 in this investigation and has issued a limited exclusion order and cease
and desist orders prohibiting importation of infringing automated teller machines (“ATMs”),
ATM modules, components thereof, and products containing the same.

FOR FURTHER INFORMATION CONTACT: Sidney A. Rosenzweig, Office of the
General Counsel, U.S. Intemational Trade Commission, 500 E Street, S.W., Washington, D.C.
20436, telephone 202-708-2532. Copies of non-confidential documents filed in connection with
this investigation are or will be available for inspection during official business hours (8:45 a.m.
to 5:15 p.m.) in the Office of the Secretary, U.S. International Trade Commission, 500 E Street,
S.W., Washington, D.C. 20436, telephone 202-205-2000. General information concerning the
Commission may also be obtained by accessing its Internet server (htt_rgs://www.usitc.gov).The
public record for this investigation may be viewed on the Commission’s electronic docket
(EDIS) at https://edis.usitc.gov. Hearing-impaired persons are advised that information on this
matter can be obtained by contacting the Commission’s TDD terminal on 202-205-1810.

SUPPLEMENTARY INFORMATION: The Commission instituted this investigation on
November 20, 2015, based on a complaint filed by Diebold Incorporated and Diebold Self
Service Systems (collectively, “Diebold”). 80 FR 72735-36 (Nov. 20, 2015). The complaint
alleged violations of section 337 of the Tariff Act of 1930, as amended, 19 U.S.C. § 1337, in the
importation into the United States, the sale for importation, and the sale within the United States
after importation of certain automated teller machines, ATM modules, components thereof, and
products containing the same by reason of infringement of certain claims of six United States
Patents: 7,121,461 (“the ’46l patent”); 7,249,761 (“the ’76l patent”); 7,314,163 (“the ’163



patent”); 6,082,616 (“the ’616 patent”); 7,229,010 (“the ’Ol0 patent”); and 7,832,631 (“the ’63l
patent”). Id. The notice of investigation named as respondents Nautilus Hyosung Inc. of Seoul,
Republic of Korea; Nautilus Hyosung America Inc. of Irving, Texas; and HS Global, Inc. of
Brea, Califomia (collectively, “Nautilus”). Id. at 72736. The Office of Unfair Import
Investigations was not named as a party. Id

The ’46l patent, ’761 patent, and ’163 patent were previously terminated from the
investigation. See Order No. 12 (Apr. 28, 2016), not reviewed, Notice (May l 1, 2016); Order
No. 21 (June 28, 2016), not reviewed, Notice (July 28, 2016). The presiding administrative law
judge (“ALJ”) conducted an evidentiary hearing from August 29, 2016 through September 1,
2016. On November 30, 2016, the ALI issued the final Initial Determination (“final ID” or
“ID”). The final ID fotmd a violation of section 337 with respect to the ’6l6 and ’63l patents,
and no violation with respect to the ’0l0 patent. ID at 207-09. The ALJ recommended that a
limited exclusion order and cease and desist orders issue against Nautilus. '

Diebold and Nautilus each filed petitions for review concerning certain findings with
respect to the ’616 and ’631 patents. On December 30, 2016, the parties submitted statements
on the public interest. Diebold contends that the investigation does not raise any public interest
concerns. Nautilus asserts that a Commission exclusion order should include a certification
provision and that any Cormnission remedial orders be tailored to allow repair of existing
Nautilus ATMs in the United States. In addition, the Commission received submissions from
United States Representative James B. Renacci, United States Senator Sherrod Brown, and
certain Nautilus customers.

On January 30, 2017, the Commission determined to review and modify two claim
constructions for the ’616 patent. Notice at 2-3 (Jan. 30, 2017). The Commission’s reasoning in
support of its claim construction detenninations for the ’6l6 patent was set forth more fully in
the Commission Claim Construction Opinion, which also issued on January 30, 2017. In view of
the Commission’s determination to review and modify the construction of these two claim
limitations, the Commission also determined to review for the asserted claims of the ’616 patent:
(1) infringement; (2) obviousness in view of Diebold’s 1064i ATM; and (3) the technical prong
of the domestic industry requirement. Id. at 3. The Commission solicited further briefing from
the parties on these issues, and briefing from the parties and the public on remedy, the public
interest, and bonding. Id. at 4. The Commission detennined not to review the final lD’s finding
of a section 337 violation as to the ’631 patent. Id. at 2.

On February 10, 2017, Diebold and Nautilus filed their opening submissions on the
issues under review and on remedy, the public interest, and bonding. On February 17, 2017,
Diebold and Nautilus filed responses to each other’s opening submission. Nautilus also
submitted letters to the Commission concerning the.public interest from Nautilus's customers.

Having reviewed the record of investigation, the Commission has detennined that there is
a violation of section 337 by reason of the infringement of claims 1, 6, 10, 16, 26, and 27 of the
’6l6 patent and claims 1-7 and 18-20 of the ’63l patent. The Commission has further _
determined that the technical prong of the domestic industry requirement has been met as to the
’616 patent. To the extent that Nautilus’s arguments concerning obviousness of the asserted
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claims of the ’616 patent in view of the Diebold 1064i ATM have not been waived, the
Commission finds that Nautilus has failed to meet its burden to show invalidity by clear and
convincing evidence.

The Commission has further determined that the appropriate remedy is (1) a limited
exclusion order prohibiting the entry of infringing automated teller machines, ATM modules,
components thereof, and products containing the same, and (2) cease and desist orders directed
to the respondents. The Commission has detennined that the public interest factors enumerated
in section 337(d) and (f), 19 U.S.C. § 1337(d), (f), do not preclude the issuance of the limited
exclusion order or the cease and desist orders. The Commission has determined that a bond in
the amount of 100 percent of the entered value of the subject articles is required during the
period of Presidential review. 19 U.S.C. § l337(j)(3). Notwithstanding the foregoing, the
exclusion order and cease and desist orders pennit Nautilus to import replacement parts for its
customers who need such parts to repair automated teller machines that have been imported prior
to the date of the orders. Commissioner Kieff has provided additional views dissenting from the
Cornmission’s exception from the remedial orders regarding replacement parts for service or
repair. The orders do not pennit Nautilus to import infringing ATMs (as opposed to replacement
parts) for any purpose, including repair or replacement.

1The investigation is terminated. The Comrnission’s reasoning in support of its
detenninations is set forth more fully in its opinion. The C0mmission’s orders and opinion were
delivered to the President and the United States Trade Representative on the day of their
lSSl.1a.11C6.

The authority for the Commissi0n’s determination is contained in section 337 of the
Tariff Act of 1930, as amended (19 U.S.C. 1337), and in Part 210 of the Commission’s Rules of
Practice and Procedure (19 CFR Part 210). ,

By order of the Commission.

Lisa R. Barton
' Secretary to the Commission

Issued: May 19, 2017 '
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CERTAIN AUTOMATED TELLER MACHINES, ATM lnv. N0. 337-TA-972
MODULES, COMPONENTS THEREOF, AND PRODUCTS
CONTAINING THE SAME

PUBLIC CERTIFICATE OF SERVICE

I, Lisa R. Barton, hereby certify that the attached NOTICE has been served by hand
upon the following parties as indicated, on May 19, 2017 1 .

Lisa R. Barton, Secretary
U.S. Intemational Trade Commission
500 E Street, SW, Room 112
Washington, DC 20436

On Behalf of Complainants Diebold, Incorporated and
Diebold Self-Service Svstems:

Adam D. Swain, Esq.
ALSTON & BIRD LLP
950 F Street, NW
Washington, DC 20004

El Via Hand Delivery
Via Express Delivery
III Via First Class Mail
El Other:

On Behalf of Respondents Nautilus Hvosung Inc., Nautilus
Hvosung America Inc.. and HS Global, Inc. :

Kevin C_Wheeler, Esq.
FISH & RICHARDSON, P.C.
1425 K Street NW, 11'“ Floor
Washington, DC 20005

U Via Hand Delivery
Via Express Delivery
III Via First Class Mail
El Other:



THE UNITED STATES INTERNATIONAL TRADE COMMISSION
WASHINGTON, D.C.

In the Matter of

CERTAIN AUTOMATED TELLER Investigation No. 337-TA-972
MACHINES, ATM MODULES,
COMPONENTS THEREOF, AND
PRODUCTS CONTAINING THE SAME

LIMITED EXCLUSION ORDER

The United States International Trade Commission (“Commission”) has determined that

there is a violation of section 337 of the Tariff Act of 1930, as amended, 19 U.S.C. § 1337, in the

unlawful importation, sale for importation, and sale within the United States afier importation by

Respondents Nautilus Hyosung Inc., Nautilus Hyosung America Inc., and HS Global, Inc.

(collectively “Respondents”), of certain automated teller machines (“ATMs”), ATM modules,

components thereof, and products containing the same, covered by one or more of claims 1,6, 10,

16, 26 and 27 of U.S. Patent No. 6,082,616 (“the ’616 patent”); and claims 1-7 and 18-20 of U.S.

Patent No. 7,832,631 (“the ’631 patent”).

~Having reviewed the record in this investigation, including the written submissions of

the parties, the Commission has made its determination on the issues of remedy, public interest

and bonding. The Commission has determined that an appropriate fonn of relief is a limited

exclusion order prohibiting the unlicensed entry of covered automated teller machines, ATM

modules, components thereof, and products containing the same, that are manufactured abroad

for or on behalf of, or imported by or on behalf of, the Respondents or any of their affiliated

companies, parents, subsidiaries, or other related business entities, or their successors or assigns.



The Commission has also determined that the public interest factors enumerated in

19 U.S.C. § l337(d) do not preclude issuance of the limited exclusion order. '

During the Presidential review period, the Commission has further determined to set a

bond in the amount of 100 percent of the entered value for automated teller machines, ATM

modules, components thereof, and products containing the same.

Accordingly, the Commission hereby ORDERS that: T

1. Automated teller machines, ATM modules, components thereof, and products

containing the same, covered by one or more of claims 1, 6, 10, 16, 26 and 27 of U.S. Patent

No. 6,082,616 (“the ’6l6 patent”) and claims 1-7 and l8-20 of U.S. Patent No. 7,832,631

(“the ’63l patent”) and that are manufactured abroad by or on behalf of, or imported by or on

behalf of Respondents, or any of their affiliated companies, parents, subsidiaries, or other

related business entities, or their successors or assigns, are excluded from entry for

consumption into the United States, entry for consumption from a foreign trade zone, or

withdrawal from a warehouse for consumption, for the remaining term of the patents, except

under license of the patent owner or as provided by law, and except for service or repair

articles imported for use in servicing or repairing automated teller machines, ATM modules,

components thereof, and products containing the same, for identical articles that were

imported as of the date of this Order. This exception does not pennit the importation of

automated teller machines to replace such articles that were previously imported.

2. Notwithstanding paragraph 1 of this Order, the aforementioned automated

teller machines, ATM modules, components thereof, and products containing the same are

entitled to entry into the United States for consumption, entry for consumption from a foreign

trade zone, or withdrawal from a warehouse for consumption under bond in the amount of
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100 percent of the entered value for covered automated teller machines, ATM modules,

components thereof, and products containing the same, pursuant to subsection (j) of Section

337 of the Tariff Act of 1930 (19 U.S.C. §l337(j)) and the Presidential Memorandum for the

United States Trade Representative of July 21, 2005 (70 Fed. Reg. 43,251), from the day after

this Order is received by the United States Trade Representative until such time as the United

States Trade Representative notifies the Commission that this Order is approved or
\

disapproved but, in any event, not later than sixty (60) days after the date of receipt of this

Order.

3. At the discretion of U.S. Customs and Border Protection and pursuant to

procedures that it establishes, persons seeking to import automated teller machines, ATM

modules, components thereof, and products containing the same that are potentially subject

to this Order may be required to certify that they are familiar with the tenns of this Order,

that they have made appropriate inquiry, and thereupon state that, to the best of their

knowledge and belief, the products being imported are not excluded from entry under

paragraph 1of this Order. 'At its discretion, CBP may require persons who have provided the

certification described in this paragraph to fumish such records or analyses as are necessary

to substantiate the certification.

4. In accordance with 19 U.S.C. § 1337(1), the provisions of this Order shall not

apply to automated teller machines, ATM modules, components thereof, and products

containing the same that are imported by and for the use of the United States, or imported

for, and to be used for, the United States with the authorization or consent of the

Government. '

5. The Commission maymodify this Order in accordance with the procedures
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described in Rule 210.76 of the Commission's Rules of Practice and Procedure (19 C.F.R. §

210.76).

6. The Secretary shall serve copies of this Order upon each party of record in this

investigation and upon the Department of Health and Htunan Services, the Department of

Justice, the Federal Trade Commission, and U.S. Customs and Border Protection. '

' 1 7. Notice of this Order shall be published in the Federal Register.

By order of the Commission.

Lisa R. Barton
Secretary to the Commission

Issued: May 19, 2017
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CERTAIN AUTOMATED TELLER MACHINES, ATM Inv. N0. 337-TA-972
MODULES, COMPONENTS THEREOF, AND PRODUCTS
CONTAINING THE SAME

PUBLIC CERTIFICATE OF SERVICE
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Adam D. Swain, Esq.
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Kevin C. Wheeler, Esq.
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1425 K Street NW, 11‘“Floor
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THE UNITED STATES INTERNATIONAL TRADE COMMISSION
. WASHINGTON, D.C.

In the Matter of

CERTAIN AUTOMATED TELLER Investigation No. 337-TA-972
MACHINES, ATM MODULES,
COMPONENTS THEREOF, AND
PRODUCTS CONTAINING THE SAME

CEASE AND DESIST ORDER _

IT IS HEREBY ORDERED THAT HS Global Inc., cease and desist from conducting

any of the following activities in the United States: importing, selling, marketing, advertising,

distributing, transferring (except for exportation), and soliciting U.S. agents or distributors and

aiding or abetting other entities in the importation, sale for importation, sale after importation,

transfer (except for exportation), for automated teller machines (“ATMs”), ATM modules,

components thereof, and products containing the same, covered by one or more ofclaims 1,6, 10,

16, 26 and 27 of U.S. Patent No. 6,082,616 (“the ’616 patent”), and claims 1-7 and 18-20 of U.S.

Patent No. 7,832,631 (“the ’631 patent”), in violation of Section 337 of the Tariff Act of 1930, as

amended (19 U.S.C. § 1337).

I. DEFINITIONS

As used in this Order:

(A) . “Commission” shall mean the United States International Trade Commission.

(B) “Complainants” shall mean Diebold Nixdorf, Incorporated and Diebold Self

Service Systems (collectively, “Diebold”)

(C) “Respondent” shall mean HS'Globa1, Inc., 381 Thor Pl. in Brea, Califomia.
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(D) “Person” shall mean an individual, or any non-govermnental partnership, firm,

association, corporation, or other legal or business entity other than Respondent or its majority

owned or controlled subsidiaries, successors, or assigns.

(E) “United States” shall mean the fifty States, the District of Columbia, and Puerto

Rico.

(F) The terms “import” and “importation” refer to importation for entry for

consumption under the Customs laws of the United States.

(G) The term “covered products” shall mean automated teller machines, ATM

modules, components thereof, and products containing the same, covered by one or more of

claims 1, 6, 10, 16,26 and 27 ofU.S. Patent No. 6,082,616 (“the ’616 patent”), and claims 1-7 and

18-20 of U.S. Patent No. 7,832,631 (“the ’63l patent”).

II. APPLICABILITY

_ The provisions of this Cease and Desist Order shall apply to Respondent and to any of its

principals, stockholders, officers, directors, employees, agents, distributors, controlled (whether

by stock ownership or otherwise) and majority-owned business entities, successors, and assigns,

and to each of them, insofar as they are engaging in conduct prohibited by Section Ill, ir_1}‘i"a.for,

with, or otherwise on behalf of Respondent.

Ill. CONDUCT PROHIBITED

The following conduct of Respondent in the United States is prohibited by this Order.

For the remaining term of the relevant ’6l6 and ‘631 patents, Respondent shall not:

(A) import or sell for importation into the United States covered products; _

(B) market, distribute, sell, or otherwise transfer (except for exportation), in the United

States imported covered products;
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(C) advertise imported covered products;

(D) solicit U.S. agents or distributors for imported covered products; or

(E) aid or abet other entities in the importation, sale for importation, sale after

importation, transfer, or distribution of covered products.

IV. CONDUCT PERMITTED

Notwithstanding any other provision of this Order, specific conduct otherwise

prohibited by the terms of this Order shall be permitted if: (l) in a written instrument, the

owner of the ’6l6 and ’63l patents licenses or authorizes such specific ‘conduct, (2) such

specific conduct is related to the impoltation or sale of covered products by or for the United

States, or (3) such specific conduct is related to service or repair articles imported for use in

servicing or repairing automated teller machines, ATM modules, components thereof, and

products containing the same, for identical articles that were imported as of the date of this

Order. Exception (3) does not permit the importation of automated teller machines to replace

such articles that were previously imported.

V. REPORTING

For purposes of this requirement, the reporting periods shall commence on January 1 of

each year and shall end on the subsequent December 31. The first report required under this

section shall cover the period from the date of issuance of this Order through December 31,

2017. This reporting requirement shall continue in force until such time as Respondent has

truthfully reported, in two consecutive timely filed reports, that it has no inventory of covered

products in the United States. _ ' _ _

Within thirty (30) days of the last day of the reporting period, Respondent shall report to

the Commission: (a) the quantity in units and the value in dollars of covered products that they
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have (i) imported and/or (ii) sold in the United States afier importation during the reporting

period, and (b) the quantity in units and the value in dollars of covered products that remain in

inventory in the United States at the end of the reporting period. P

When filing written submissions, Respondent must file the original document

electronically on or before the deadlines stated above and submit eight (8) true paper copies to

the Office of the Secretary by noon the next day pursuant to section 210.4(1) of the

Cormnission’s Rules of Practice and Procedure (19 C.F.R. § 210.4(f)). Submissions should

refer to the investigation nimlber (“Inv. N0. 337-TA-972”) in a prominent place on the cover

pages and/or the first page. (See Handbook for Electronic Filing Procedures,

http://wwvv.usitc.gov/secretary/fed_reg_notices/1 rules/handbook_on_electronic_filing.pdf).

Persons with questions regarding filing should contact the Secretary (202-205-2000). If

Respondent desires to submit a document to the Commission in confidence, they must file the

original and a public version of the original with the Office of the Secretary and must serve a

copy of the confidential version on Complainants’ counsel]

Any failure to make the required report or the filing of any false or inaccurate report

shall constitute a violation of this Order, and the submission of a false or inaccurate report may

be referred to the U.S. Department of Justice as a possible criminal violation of 18 U.S.C. §

1001. ,

VI. RECORD-KEEPING AND INSPECTION

(A) For the purpose of securing compliance with this Order, Respondent shall retain

any and all records relating to the sale, offer for sale, marketing, or distribution in the United

1Complainant must file a letter with the Secretary identifying the attorney to receive reports and
bond information associated with this Order. The designated attorney must be subscribed to the
protective order entered in the investigation.
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States of covered products, made and received in the usual and ordinary course of business,

whether in detail or in summary fonn, for a period of three (3) years from the close of the fiscal

year to which they pertain.

For the purpose of determining or securing compliance with this Order and for no other

purpose, and subject to any privilege recognized by the federal courts of the United States, and

upon reasonable written notice by the Commission or its staff, duly authorized representatives of

the Commission shall be permitted access and the right to inspect and copy, in Respondent’s

principal offices during office hours, and in the presence of cotmsel or other representatives if

Respondent so chooses, all books, ledgers, accounts, correspondence, memoranda, and other
( .

records and documents, in detail and inistunmary form, that must be retained under

subparagraph VI(A) of this Order.

VII. SERVICE OF CEASE AND DESIST ORDER

Respondent is ordered and directed to:

(A) Serve, within fifteen (15) days after the effective date of this Order, a copy of this

Order upon each of its respective officers, directors, managing agents, agents, and employees

who have any responsibility for the importation, marketing, distribution, or sale of imported

covered products in the United States;

(B) Serve, Withinfifteen (15) days after the succession of any persons referred to in

subparagraph VIl(A) of this Order, a copy of the Order upon each successor; and

(C) Maintain such records as vvill show the name, title, and address of each person

upon whom the Order has been served, as described in subparagraphs Vll(A) and'VIl(B) of this

Order, together with the date on which service was made.
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The obligations set forth in subparagraphs Vll(B) and VII(C) shall remain in

effect until the expiration dates of the ’616 and ’631 patents.

VIII. CONFIDENTIALITY 2

Any request for confidential treatment of information obtained by the Commission

pursuant to Section V and VI of this Order should be made in accordance with section 201.6 of

the Com1nission’s Rules of Practice and Procedure (19 C.F.R. § 201.6). For all reports for which

confidential treatment is sought, Respondent must provide a public version of such report with

confidential information redacted.

IX. ENFORCEMENT "

Violation of this Order may result in any of the actions specified in section 210.75 of the

Commission’s Rules of Practice and Procedure (19 C.F.R. § 210.75), including an action for

civil penalties in accordance with section 337(t) of the Tariff Act of 1930 (19 U.S.C. § 1337(_f)),

as well as any other action that the Commission deems appropriate. ln determining whether
\

Respondent is in violation of this Order, the Commission may infer facts adverse to Respondent

if Respondent fails to provide adequate or timely infonnation.

X. MODIFICATION '

The Commission may amend this Order on its own motion or in accordance with the

procedure described in section 210.76 of the Commission’s Rules of Practice and Procedure (19

C.F.R. §210.76)T

XI. BONDING

The conduct prohibited by Section III of this Order may be continued during the sixty

day period in which this Order is under review by the United States Trade Representative as

delegated by the President (70 Fed. Reg. 43,251 (Jul. 21, 2005)), subject to Respondent posting
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a bond in the amount of 100% of the entered value for covered automated teller machines,

ATM modules, components thereof, and products containing the same. This bond provision

does not apply to conduct that is otherwise pennitted by Section IV of this Order. Covered

products imported on or after the date of issuance of this Order are subject to the entry bond as

set forth in the limited exclusion order issued by the Commission,.and are not subject to this

bond provision. - ~

The bond is to be posted in accordance with the procedures established by the

Commission for the posting of bonds by complainants in connection with the issuance of

temporary exclusion orders. (See 19 C.F.R. § 210.68). The bond and any accompanying

documentation is to be provided to and approved by the Commission prior to the

commencement of conduct which is otherwise prohibited by Section III of this Order. Upon

acceptance of the bond by the Secretary, (a) the Secretary will serve an acceptance letter on all

parties and (b) Respondent must serve a copy of the bond and any accompanying

documentation on Complainants’ counsel.2

The bond is to be forfeited in the event that the United States Trade Representative

approves, or does not disapprove within the review period, this Order, unless the U.S. Court

of Appeals for the Federal Circuit, in a final judgment, reverses any Commission final

determination and order as to Respondent on appeal, or unless Respondent exports or destroys

the products subject to this bond and provide certification to that effect satisfactory to the

Commission. .

- The bond is to be released in the event the United States Trade Representative

disapproves this Order and no subsequent order is issued by the Commission and approved,

2See note l above.
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or not disapproved, by the United States Trade Representative, upon service on Respondent

of an order issued by the Commission based upon application therefore made by Respondent

to the Commission.

By order of the Commission.

Lisa R. Barton
Secretary to the Commission

Issued: May 19, 2017 '

\
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THE UNITED STATES INTERNATIONAL TRADE COMMISSION
WASHINGTON, D.C.

In the Matter of .
1

CERTAIN AUTOMATED TELLER Investigation N0. 337-TA-972
MACHINES, ATM MODULES, l
COMPONENTS THEREOF, AND
PRODUCTS CONTAINING THE SAME

CEASE AND DESIST ORDER . _

IT IS HEREBY ORDERED THAT Nautilus Hyosung America Inc., cease and desist

from conducting any of the following activities in the United States: importing, selling,

marketing, advertising, distributing, transferring (except for exportation), and soliciting U.S.

agents or distributors and aiding or abetting other entities in the importation, sale for

importation, sale after importation, transfer (except for exportation), for automated teller

machines (“ATMs”), ATM modules, components thereof, and products containing the same,

covered by one or more of claims 1, 6, 10, 16, 26 and 27 of U.S. Patent No. 6,082,616 (“the ’6l6

patent”), and claims 1-7 and 18-20 of U.S. Patent No. 7,832,631 (“the ’631 patent”), in violation

of Section 337 of the TariffAct of 1930, as amended (19 U.S.C. § 1337).

I. DEFINITIONS

As used in this Order:

(A) “Commission” shall mean the United States International Trade Commission.

(B) “Complainants” shall mean Diebold Nixdorf, Incorporated and Diebold Self

Service Systems (collectively, “Diebold”)
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(C) “Respondent” shall mean Nautilus Hyosung America Inc., 6641 N. Beltline Road,

Suite 100, Irving, Texas.

(D) “Person” shall mean an individual, or any non-governmental partnership, firm,

association, corporation, or other legal or business entity other than Respondent or its majority

owned or controlled subsidiaries, successors, or assigns.

(E) “United States” shall mean the fifty States, the District of Columbia, and Puerto

Rico.

(F) The terms “import” and “importation” refer to importation for entry for

consumption under the Customs laws of the United States.

(G) The term “covered products” shall mean automated teller machines, ATM

modules,“components thereof, and products containing the same, covered by one or more of

claims 1, 6, 10, 16,26 and 27 of U.S. Patent No. 6,082,616 (“the ’616 patent”), and claims 1-7 and

18-20 of U.S. Patent No. 7,832,631 (“the ’631 patent"). '

II. APPLICABILITY 
I

The provisions of this Cease and Desist Order shall apply to Respondent and to any

of its principals, stockholders, officers, directors, employees, agents, distributors, controlled

(whether by stock ownership or otherwise) and majority-owned business entities, successors,

and assigns, and to each of them, insofar as they are engaging in conduct prohibited by

Section III, infla, for, with, or otherwise on behalf of Respondent.

III. CONDUCT PROHIBITED

The following conduct of Respondent in the United States is prohibited by this

Order. For the remaining tenn of the relevant ’6l6 and ‘63l patents, Respondent shall not:

(A) import or sell for importation into the United States covered products;
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(B) market, distribute, sell, or otherwise transfer (except for exportation), in the ~

United States imported covered products; l

(C) advertise imported covered products;

(D) solicit U.S. agents or distributors for imported covered products; or

(E) aid or abet other entities in the importation, sale for importation, sale after

importation, transfer, or distribution of covered products.

IV. CONDUCT PERMITTED

Notwithstanding any other provision of this Order, specific conduct otherwise

prohibited by the terms of this Order shall be permitted if: (1) in a written instrument, the

owner of the ’6l6 and ’63l patents licenses or authorizes such specific conduct, (2) such

specific conduct is related to the importation or sale of covered products by or for the United

States, or (3) such specific conduct is related to service or repair articles imported for use in

servicing or repairing automated teller machines, ATM modules, components thereof, and

products containing the same, for identical articles that were imported as of the date of this

Order. Exception (3) does not permit theimportation of automated teller machines to replace

such articles that were previously imported.

V. REPORTING

For purposes of this requirement, the reporting periods shall commence on January 1 of

each year and shall end on the subsequent December 31. The first report required under this

section shall cover the period from the date of issuance of this Order through December 31,

2017. This reporting requirement shall continue in force until such time as Respondent has

truthfully reported, in two consecutive timely filed reports, that it has no inventory of covered

products in the United States.
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Within thirty (30) days of the last day of the reporting period, Respondent shall report to

the Commission: (a) the quantity in units and the value in dollars of covered products that they

have (i) imported and/or (ii) sold in the United States after importation during the reporting

period, and (b) the quantity in units and the value in dollars of covered products that remain in

inventory in the United States at the end of the reporting period.

VVhen filing written submissions, Respondent must file the original document

electronically on or before the deadlines stated above and submit eight (8) true paper copies to

the Office of the Secretary by noon the next day pursuant to section 210.4(f) of the

Commission’s Rules of Practice and Procedure (19 C.F.R. § 2l0.4(f)). Submissions should

refer to the investigation number (“Inv. No. 337-TA-972”) in a prominent place on the cover

pages and/or the first page. (See Handbook for Electronic Filing Procedures,

http://www.usitc.gov/secretary/fed_reg_notices/ rules/handbook_on_electronic_filing.pdt).

Persons with questions regarding filing should contact the Secretary (202-205-2000). If

Respondent desires to submit a document to the Commission in confidence, they must file the

original and a public version of the original with the Office of the Secretary and must serve a

copy of the confidential version on Complainants’ counsel.]

Any failure to make the required report or the filing of any false or inaccurate report

shall constitute a violation of this Order, and the submission of a false or inaccurate report may

be referred to the U.S. Department of Justice as a possible criminal violation of 18 U.S.C. §

1001.

VI. __RECORD-KEEPING AND INSPECTION

1Complainant must file a letter with the Secretary identifying the attorney to receive reports and
bond information associated with this Order. The designated attorney must be subscribed to the
protective order entered in the investigation.
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(A) For the purpose of securing compliance with this Order, Respondent shall retain

any and all records relating to the sale, offer for sale, marketing, or distribution in the United

States of covered products, made and received in the usual and ordinary course of business,

whether in detail or in surnmaryifonn, for a period of three (3) years from the close of the fiscal

year to which they pertain.

(B) For the purpose of determining or securing compliance with this Order and for no

other purpose, and subject to any privilege recognized by the federal courts of the United States,

and upon reasonable written notice by the Commission or its staff, duly authorized representatives

of the Commission -shallbe permitted access and the right to inspect and copy, in Respondent’s

principal offices during office hours, and in the presence of counsel or other representatives if

Respondent so chooses, all books, ledgers, accounts, correspondence, memoranda, and other

records and documents, in detail and in summary fonn, that must be retained under subparagraph

VI(A) of this Order.

VII. SERVICE OF CEASE AND DESIST ORDER

Respondent is ordered and directed to:

(A) Serve, within fifteen (15) days after the effective date of this Order, a copy of this

Order upon each of its respective officers, directors, managing agents, agents, and employees who

have any responsibility for the importation, marketing, distribution, or sale of imported covered

products in the United States; '

(B) Serve, within fifteen (15) days after the succession of any persons‘ referred to in

subparagraph VII(A) of this Order, a copy of the Order upon each successor; and * **
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(C) Maintain such records as will show the name, title, and address of each person

upon whom the Order has been served, as described in subparagraphs VIl(A) and VIl(B) of this

Order, together with the date on which service was made. _

The obligations set forth in subparagraphs VII(B) and VII(C) shall remain in effect until

the expiration dates of the ’616 and ’63l patents.

VIII. CONFIDENTIALITY

Any request for confidential treatment of information obtained by the Commission

pursuant to Section V and VI of this Order should be made in accordance with section 201.6 of

the Con1mission’s Rules of Practice and Procedure (19 C.F.R. § 201.6). For all reports for

which confidential treatment is sought, Respondent must provide a public version of such report

with confidential information redacted. C

IX. ENFORCEMENT

Violation of this Order may result in any of the actions specified in section 210.75 of the

Cornmission‘s Rules of Practice and Procedure (19 C.F.R. § 210.75), including an action for

civil penalties in accordance with section 337(t) of the Tariff Act of 1930 (19 U.S.C. § 1337(1)),

as well as any other action that the Commission deems appropriate. In determining whether

Respondent is in violation of this Order, the Commission may infer facts adverse to Respondent

if Respondent fails to provide adequate or timely information.

x. MODIFICATION

The Commission may amend this Order on its own motion or in accordance with the

procedure described in section 210.76 of the Commission’s Rules of Practice and Procedure (19

C.F.R. § 210.76).

XI. BONDING
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The conduct prohibited by Section III of this Order may be continued during the sixty

day period in which this Order is under review by the United States Trade Representative as

delegated by the President (70 Fed. Reg. 43,251 (Jul. 21, 2005)), subject to Respondent

posting a bond in the amount of 100% of the entered value for covered automated teller

machines, ATM modules, components thereof, and products containing the same. This bond

provision does not apply to conduct that is otherwise permitted by Section IV of this Order.

Covered products imported on or after the date of issuance of this Order are subject to the

entry bond as set forth in the limited exclusion order issued by the Commission, and are not

subject to this bond provision.

The bond is to be posted in accordance with the procedures established by the

Commission for the posting of bonds by complainants in connection with the issuance of

temporary exclusion orders. (See 19 C.F.R. § 210.68). The bond and any accompanying

documentation is to be provided to and approved by the Commission prior to the

commencement of conduct which is otherwise prohibited by Section III of this Order. Upon

acceptance of the ‘bond by the Secretary, (a) the Secretary will serve an acceptance letter on all

parties and (b) Respondent must serve a copy of the bond and any accompanying

documentation on Complainants’ counsel.2

The bond is to be forfeited in the event that the United States Trade Representative

approves, or does not disapprove within the review period, this Order, unless the U.S. Court of

Appeals for the Federal Circuit, in a final judgment, reverses any Commission final

determination and order as to Respondent on appeal, or unless Respondent exports or destroys

See note l above.
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the products subject to this bond and provide certification to that effect satisfactory to the

Commission. "

The bond is to be released in the event the United States Trade Representative

disapproves this Order and no subsequent order is issued by the Commission and approved, or

not disapproved, by the United States Trade Representative, upon service on Respondent of an

order issued by the Commission based upon application therefore made by Respondent to the

Commission.

By order of the Commission.

7%
Lisa R. Barton
Secretary to the Commission

Issued: May 19, 2017
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CERTAIN AUTOMATED TELLER MACHINES, ATM Inv. N0. 337-TA-972
MODULES, COMPONENTS THEREOF, AND PRODUCTS
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Diebold Self-Service Svstems:

Adam D. Swain, Esq.
ALSTON & BIRD LLP
950 F Street, NW
Washington, DC 20004

El Via Hand Delivery
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Hvosung America Inc.. and HS Global. Inc. :
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[II Via Hand Delivery‘
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THE UNITED STATES INTERNATIONAL TRADE COMMISSION
WASHINGTON, D-.C.

In the Matter of

CERTAIN AUTOMATED TELLER Investigation N0. 337-TA-972
MACHINES-,ATM MODULES,
COMPONENTS THEREOF, AND
PRODUCTS CONTAINING THE SAME

CEASE AND DESIST ORDER

IT IS HEREBY ORDERED THAT Nautilus Hyosung Inc., cease and desist from

conducting any of the following activities in the United States: importing, selling, marketing,

advertising, distributing, transferring (except for exportation), and soliciting U.S. agents or

distributors and aiding or abetting other entities in the importation, sale for importation, sale

after importation, transfer (except for exportation), for automated teller machines (“ATMs”),

ATM modules, components thereof, and products containing the same, covered by one or more

of claims 1, 6, 10, I6, 26 and 27 of U.S. Patent No. 6,082,616 (“the ’616 patent”), and claims 1-7

and 18-20 of-U.S. Patent No. 7,832,631 (“the ’631 patent”), in violation of Section 337 of the

Tariff Act of 1930, as amended (19 U.S.C. § 1337).

I. DEFINITIONS

As used in this Order: ‘i

(A) “Commission” shall mean the United States International Trade Commission.

(B) “Complainants” shall mean Diebold Nixdorf, Incorporated and Diebold Self

Service Systems (collectively, “Diebold”) '
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(C) “Respondent” shall mean Nautilus Hyosung Inc., 281 Gwangpyeong-ro,

Gangnam-gu Gu, Seoul, Republic of Korea.

(D) “Person” shall mean an individual, or any non-governmental partnership, firm,

association, corporation, or other legal or business entity other than Respondent or its majority

owned or controlled subsidiaries, successors, or assigns.

(E) , “United States” shall mean the fifty States, the District of Columbia, and Puerto

Rico. ‘

(F) The terms “import” and “importation” refer to importation for entry for

consumption under the Customs laws of the United States.

(G) The term “covered products” shall mean automated teller machines, ATM

modules, components thereof, and products containing the same, covered by one or more of

claims l, 6, 10, 16,26 and 27 of U.S. Patent No. 6,082,616 (“the ’616 patent”), and claims 1-7 and

18-20 ofU.S. Patent No. 7,832,631 (“the ’63l patent”).

II. APPLICABILITY

The provisions of this Cease and Desist Order shall apply to Respondent and to any of its

principals, stockholders, officers, directors, employees, agents, distributors, controlled (whether

by stock ownership or otherwise) and majority-owned business entities, successors, and assigns,

and to each of them, insofar as they are engaging in conduct prohibited by Section lll, infra, for,

with, or otherwise on behalf of Respondent.

III. CONDUCT PROHIBITED V

The following conduct of Respondent in the United States is prohibited by this Order.

For the remaining term of the relevant ’6l6 and ‘63l patents, Respondent shall not:

(A) import or sell for importation into the United States covered products;
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(B) market, distribute, sell, or otherwise transfer (except for exportation), in the

United States imported covered products;

(C) advertise imported covered products; .

(D) solicit U.S. agents or distributors for imported covered products; or

(E) aid or abet other entities in the importation, sale for importation, sale after

importation, transfer, or distribution of covered products.

IV. CONDUCT PERMITTED .

Notwithstanding any other provision of this Order, specific conduct otherwise

prohibited by the terms of this Order shall be permitted if: (1) in a written instrument, the

owner of the ’6l6 and ’63l patents licenses or authorizes such specific conduct, (2) such

specific conduct is related to the importation or sale of covered products by or for the United

States, or (3) such specific conduct is related to service or repair articles imported for use in

servicing or repairing automated teller machines, ATM modules, components thereof, and

products containing the same, for identical articles that were imported as of the date of this

Order. Exception (3) does not permit the importation of automated teller machines to replace

such articles that were previously imported.

V. REPORTING

For purposes of this requirement, the reporting periods shall cormnence on January 1 of

each year and shall end on the subsequent December 31. The first report required under this

section shall cover the period from the date of issuance of this Order through December 31,

2017. This reporting requirement shall continue in force until such time as Respondent has

truthfully reported, in two consecutive timely filed reports, that it has no inventory of covered

products in the United States. _
/

3



2

Within thirty (30) days of the last day of the reporting period, Respondent shall report to

the Commission: (a) the quantity in units and the value in dollars of covered products that they

have (i) imported and/or (ii) sold in the United States after importation during the reporting

period, and (b) the quantity in units and the value in dollars of covered products that remain in

inventory in the United States at the end of the reporting period.

When filing Written submissions, Respondent must file the original document

electronically on or before the deadlines stated above and submit eight (8) true paper copies to

the Office of the Secretary by noon the next day pursuant to section 2l0.4(t) of the

Commission’s Rules of Practice and Procedure (19 C.F.R. § 210.4(t)). . Submissions should

refer to the investigation number (“Inv. No. 337-TA-972”) in a prominent place on the cover

pages and/or the first page. (See Handbook for Electronic Filing Procedures,

http://wWW.usitc.gov/secretary/fed_reg_notices/ rules/handbook_on_electronic_filing.pdt).

Persons with questions regarding filing should contact the Secretary (202-205-2000). If

Respondent desires to submit a document to the Commission in confidence, they must file the

original and a public version o_fthe original with the Office of the Secretary and must serve a

copy of the confidential version on Complainants’ counsel.1 ‘

Any failure to make the required report or the filing of any false or inaccurate report

shall constitute a violation of this Order, and the submission of a false or inaccurate report may

be referred to the U.S. Department of Justice as a possible criminal violation of 18 U.S.C. §

1001 . ,

VI. RECORD-KEEPING AND INSPECTION

1Complainant must file a letter with the Secretary identifying the attomey to receive reports and
bond infonnation associated with this Order. The designated attorney must be subscribed to the
protective order entered in the investigation.
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(A) For the purpose of seeming compliance with this Order, Respondent shall retain

any and all records relating to the sale, offer for sale, marketing, or distribution in the United

States of covered products, made and received in the, usual and ordinary course of business,

whether in detail or in summary form, for a period of three (3) years from the close of the fiscal

year to which they pertain. "

(B) For the purpose of detennining or securing compliance with this Order and for no

other purpose, and subject to any privilege recognized by the federal courts of the United States,

and upon reasonable Writtennotice by the Commission or its staff, duly authorized representatives

of the Commission shall be pennitted access and the right to inspect and copy, in Respondent’s

principal offices during office hours, and in the presence of counsel or other representatives if

Respondent so chooses, all books, ledgers, accounts, correspondence, memoranda, and other

records and doctunents, in detail and in summary fonn, that must be retained under subparagraph

VI(A) of this Order.

VII. SERVICE OF CEASE AND DESIST ORDER

- Respondent is ordered and directed to:

(C) Serve, within fifteen (15) days after the effective date of this Order, a copy of this

Order upon each of its respective officers, directors, managing agents, agents, and employees who

have any responsibility for the importation, marketing, distribution, or sale of imported covered

products in the United States;

(D) Serve, Within fifteen (15) days after the succession of any persons referred to in

subparagraph VII(A) of this Order, a copy of the Order upon each successor; and

5



(E) Maintain such records as will show the name, title, and address of each person

upon whom the Order has been served, as described in subparagraphs VII(A) and VII(B) of this

Order, together with the date on which service was made.

(F) The obligations set forth in subparagraphs VlI(B) and VII(C) shall remain in

effect until the expiration dates of the ’616 and ’63l patents.

VIII. CONFIDENTIALITY

Any request for confidential treatment of information obtained by the Commission

pursuant to Sections V and VI of this Order should be made in accordance with section 201.6 of

the Commission’s Rules of Practice and Procedure (19 C.F.R.-§ 201.6). For all reports for which

confidential treatment is sought, Respondent must provide a public version of such report with

confidential information redacted. '

IX. ENFORCEMENT

Violation of this Order may result in any of the actions specified in section 210.75 of the

Commission’s Rules of Practice and Procedure (19 C.F.R. § 210.75), including an action for

civil penalties in accordance with section 337(t) of the Tariff Act of 1930 (19 U.S.C. § 1337(1)),

as well as any other action that the Commission deems appropriate. In determining whether

Respondent is in violation of this Order, the Commission may infer facts adverse to Respondent

if Respondent fails to provide adequate or timely information.

X. MODIFICATION p
\

The Commission may amend this Order on its own motion or in accordance with the

procedure described in section 210.76 of the Commission’s Rules of Practice and Procedure (19

C.F.R. § 210.76).

XI. BONDING
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The conduct prohibited by Section III of this Order may be continued during the sixty

day period in which this Order is under review by the United States Trade Representative as

delegated by the President (70 Fed. Reg. 43,251 (Jul. 21, 2005)), subject to Respondent

posting a bond in the amount of 100% of the entered value for covered automated teller

machines, ATM modules, components thereof, and products containing the same. This bond

provision does not apply to conduct that is otherwise permitted by Section IV of this Order.

Covered products imported on or after the date of issuance of this Order are subject to the

entry bond as set forth in the limited exclusion order issued by the Commission, and are not

subject to this bond provision.

The bond is to be posted in accordance with the procedures established by the

Commission for the posting of bonds by complainants in connection with the issuance of

temporary exclusion orders. (See 19 C.F.R. § 210.68). The bond and any accompanying

documentation is to be provided to and approved by the Commission prior to the

commencement of conduct which is otherwise prohibited by Section III of this Order. Upon

acceptance of the bond by the Secretary, (a) the Secretary will serve an acceptance letter on all

parties and (b) Respondent must serve a copy of the bond and any accompanying

documentation on Complainants’ counsel.2

The bond is to be forfeited in the event that the United States Trade Representative

approves, or does not disapprove within the review period, this Order, unless the U.S. Court of

Appeals for the Federal Circuit, in a final judgment, reverses any Commission final

detennination and order as to Respondent on appeal, or unless Respondent exports or destroys

See note l above.
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the products subject to this bond and -provide certification to that effect satisfactory to the

Commission. ’ C

The bond is to be released in the event the United States Trade Representative

disapproves this Order and no subsequent order is issued by the Commission and approved, or

not disapproved, by the United States Trade Representative, upon service on Respondent of an

order issued by the Commission based upon application therefore made by Respondent to the

Commission.

By order of the Commission, t

%®
Lisa R. Barton i
Secretary to the Commission

Issued: May 19, 2017

8



CERTAIN AUTOMATED TELLER MACHINES, ATM Inv. N0. 337-TA-972
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UNITED STATES INTERNATIONAL T R A D E COMMISSION 
Washington, DC 

In the Matter of 

C E R T A I N AUTOMATED T E L L E R 
MACHINES, ATM MODULES, 
COMPONENTS T H E R E O F , AND 
PRODUCTS CONTAINING T H E SAME 

Inv. No. 337-TA-972 

NOTICE OF COMMISSION DETERMINATION TO R E V I E W IN PART 
A FINAL INITIAL DETERMINATION FINDING A V I O L A T I O N OF SECTION 337; 

S C H E D U L E FOR F I L I N G W R I T T E N SUBMISSIONS ON T H E ISSUES UNDER 
R E V I E W AND ON R E M E D Y , T H E PUBLIC I N T E R E S T , AND BONDING; AND 

GRANTING A MOTION TO AMEND T H E COMPLAINT AND N O T I C E OF 
INVESTIGATION 

AGENCY: U.S. International Trade Commission. 

ACTION: Notice. 

SUMMARY: Notice is hereby given that the U.S. International Trade Commission has 
determined to review in part the final initial determination ("final ID") issued by the presiding 
administrative law judge ("ALJ") on November 30, 2016, finding a violation of section 337 of 
the Tariff Act of 1930, in the above-captioned investigation. The Commission has also 
determined to grant the motion filed on December 23, 2016, by the complainants to amend the 
complaint and notice of investigation. The Commission requests certain briefing from the parties 
on the issues under review, as indicated in this notice. The Commission also requests briefing 
from the parties and interested persons on the issues of remedy, the public interest, and bonding. 

FOR F U R T H E R INFORMATION CONTACT: Sidney A. Rosenzweig, Office ofthe 
General Counsel, U.S. International Trade Commission, 500 E Street, S.W., Washington, D.C. 
20436, telephone 202-708-2532. Copies of non-confidential documents filed in connection with 
this investigation are or wi l l be available for inspection during official business hours (8:45 a.m. 
to 5:15 p.m.) in the Office of the Secretary, U.S. International Trade Commission, 500 E Street, 
S.W., Washington, D.C. 20436, telephone 202-205-2000. General information concerning the 
Commission may also be obtained by accessing its Internet server (https://www.usitc.gov). The 
public record for this investigation may be viewed on the Commission's electronic docket 
(EDIS) at https://edis.usitc.gov. Hearing-impaired persons are advised that information on this 
matter can be obtained by contacting the Commission's TDD terminal on 202-205-1810. 



SUPPLEMENTARY INFORMATION: The Commission instituted this investigation on 
November 20, 2015, based on a complaint filed by Diebold Incorporated and Diebold Self-
Service Systems (collectively, "Diebold"). 80 FR 72735-36 (Nov. 20, 2015). The complaint 
alleged violations of section 337 ofthe Tariff Act of 1930, as amended, 19 U.S.C. § 1337, in the 
importation into the United States, the sale for importation, and the sale within the United States 
after importation of certain automated teller machines, ATM modules, components thereof, and 
products containing the same by reason of infringement of certain claims of six United States 
Patents: 7,121,461 ("the '461 patent"); 7,249,761 ("the '761 patent"); 7,314,163 ("the '163 
patent"); 6,082,616 ("the '616 patent"); 7,229,010 ("the '010 patent"); and 7,832,631 ("the '631 
patent"). Id. The notice of investigation named as respondents Nautilus Hyosung Inc. of Seoul, 
Republic of Korea; Nautilus Hyosung America Inc. of Irving, Texas; and HS Global, Inc. of 
Brea, California (collectively, "Nautilus"). Id. at 72736. The Office of Unfair Import 
Investigations was not named as a party. Id. 

The '461 patent, '761 patent, and '163 patent were previously terminated from the 
investigation. See Order No. 12 (Apr. 28, 2016), not reviewed, Notice (May 11, 2016); Order 
No. 21 (June 28, 2016), not reviewed, Notice (July 28, 2016). The presiding administrative law 
judge ("ALJ") conducted an evidentiary hearing from August 29, 2016 through September 1, 
2016. On November 30, 2016, the ALJ issued the final Initial Determination ("final I D " or 
"ID"). The final ID found a violation of section 337 with respect to the '616 and '631 patents, 
and no violation with respect to the '010 patent. ID at 207-09. The ALJ recommended that a 
limited exclusion order and cease and desist orders issue against Nautilus. 

Nautilus and Diebold each filed a petition for review of the ID. No party petitioned for 
review concerning the '010 patent, the Commission has determined not to review the ID's 
finding of no violation as to the '010 patent, and the investigation is hereby terminated as to that 
patent. What remain are asserted claims 1, 5-8, 10, 16, 26 and 27 of the'616 patent; and asserted 
claims 1-7 and 18-20 of the '631 patent. Diebold's petition deals principally with the '616 
patent, and Nautilus's petition deals principally with the '631 patent. 

Separately, on December 23, 2016, Diebold moved the Commission for leave to amend 
the complaint and notice of investigation to change the name of Diebold, Incorporated (one of 
the two complainants) to Diebold Nexdorf, Incorporated. Nautilus did not oppose the motion. 
The Commission hereby grants the motion. 

On December 30, 2016, the parties submitted statements on the public interest. Diebold 
contends that the investigation does not raise any public interest concerns. Nautilus asserts that a 
Commission exclusion order should include a certification provision and that any Commission 
remedial orders be tailored to allow repair of existing Nautilus ATMs in the United States. In 
addition, the Commission received submissions from United States Representative James B. 
Renacci, United States Senator Sherrod Brown, and certain Nautilus customers. 

Having reviewed the record of investigation, including the ALJ's orders and initial 
determinations, including the final ID, as well as the parties' petitions for review and responses 
thereto, the Commission has detennined to review the ID in part. 
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For the '616 patent, the Commission has determined to review the constructions of the 
terms "service opening" and "a second position wherein . . . the service opening is not accessible 
from outside the housing." The Commission finds that the term "service opening" is to receive 
its plain and ordinary meaning. The Commission finds that the term means "an opening through 
which a component may be serviced." The Commission finds that the term "second position 
wherein . . . the service opening is not accessible from outside the housing" is to be afforded its 
plain and ordinary meaning. The claim language "the service opening is not accessible from 
outside the housing" in the second position, read in view of the intrinsic record of the '616 
patent, expressly states that "the service opening is not accessible"; it does not state that the 
"service point" is not accessible from outside the housing in the second position. The 
Commission's reasoning in support of its claim construction determinations is set forth more 
fully in the Commission Claim Construction Opinion. 

In view of the Commission's determination to review and modify the construction of 
these two claim limitations, the Commission has also determined to review: 

(1) whether the accused products infringe each of the asserted claims of the '616 patent 
literally or under the doctrine of equivalents; 

(2) whether the asserted claims of the '616 patent are obvious in view of Diebold's 1064i 
ATM; and 

(3) whether Diebold has satisfied the technical prong for the domestic industry 
requirement for the '616 patent. 

The Commission has determined to review and to take no position on whether, for the 
'631 patent, Diebold satisfied the economic prong of the domestic industry requirement under 19 
U.S.C. § 1337(a)(3)(B) based on its field service labor expenditures. 

The Commission has determined not to review the remainder ofthe ID. 

The parties are asked to brief the issues for the '616 patent of infringement, obviousness 
in view of Diebold's 1064i ATM, and the technical prong, in view of the Commission's 
constructions, and with reference to the applicable law and the existing evidentiary record. For 
each argument presented, the parties' submissions should demonstrate that the argument has 
been preserved in accordance with the ALJ's Ground Rules as well as Commission Rule 
210.43(b), 19 CFR 210.43(b). 

In connection with the final disposition of this investigation, the Commission may (1) 
issue an order that could result in the exclusion of the subject articles from entry into the United 
States, and/or (2) issue one or more cease and desist orders that could result in the respondent(s) 
being required to cease and desist from engaging in unfair acts in the importation and sale of 
such articles. Accordingly, the Commission is interested in receiving written submissions that 
address the form of remedy, i f any, that should be ordered. I f a party seeks exclusion of an 
article from entry into the United States for puiposes other than entry for consumption, the party 
should so indicate and provide information establishing that activities involving other types of 
entry either are adversely affecting it or likely to do so. For background, see Certain Devices for 
Connecting Computers via Telephone Lines, Inv. No. 337-TA-360, USITC Pub. No. 2843, 
Comm'n Op. (December 1994). 
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I f the Commission contemplates some form of remedy, it must consider the effects of that 
remedy upon the public interest. The factors the Commission wil l consider include the effect 
that an exclusion order and/or cease and desist orders would have on (1) the public health and 
welfare, (2) competitive conditions in the U.S. economy, (3) U.S. production of articles that are 
like or directly competitive with those that are subject to investigation, and (4) U.S. consumers. 
The Commission is therefore interested in receiving written submissions that address the 
aforementioned public interest factors in the context of this investigation. 

I f the Commission orders some form of remedy, the U.S. Trade Representative, as 
delegated by the President, has 60 days to approve or disapprove the Commission's action. See 
Presidential Memorandum of July 21, 2005, 70 FR 43251 (July 26, 2005). During this period, 
the subject articles would be entitled to enter the United States under bond, in an amount 
determined by the Commission. The Commission is therefore interested in receiving 
submissions concerning the amount of the bond that should be imposed i f a remedy is ordered. 

W R I T T E N SUBMISSIONS: The parties to the investigation are requested to file written 
submissions on the issues under review as set forth above. Parties to the investigation, interested 
govermnent agencies, and any other interested parties are encouraged to file written submissions 
on the issues of remedy, the public interest, and bonding. Such submissions should address the 
recommended determination by the ALJ on remedy and bonding. The complainants are 
requested to submit proposed remedial orders for the Commission's consideration. The 
complainants are also requested to state the date that the '631 and '616 patents expire, the 
HTSUS numbers under which the accused products are imported, and the names of known 
importers of the products at issue in this investigation. The written submissions and proposed 
remedial orders must be filed no later than close of business on February 10, 2017, and should 
not exceed 40 pages. Reply submissions must be filed no later than the close of business on 
February 17, 2017, and such replies should not exceed 30 pages. No further submissions on 
these issues wil l be permitted unless otherwise ordered by the Commission. 

Persons filing written submissions must file the original document electronically on or 
before the deadlines stated above and submit 8 true paper copies to the Office of the Secretary by 
noon the next day pursuant to section 210.4(f) of the Commission's Rules ofPractice and 
Procedure (19 CFR 210.4(f)). Submissions should refer to the investigation number ("Inv. No. 
337-TA-972") in a prominent place on the cover page and/or the first page. (See Handbook for 
Electronic Filing Procedures, https://www.usitc.gov/secretary/ fed_reg_notices/ rules/ 
handbook_on_electronic_filing.pdf). Persons with questions regarding filing should contact the 
Secretary (202-205-2000). 

Any person desiring to submit a document to the Commission in confidence must request 
confidential treatment. Al l such requests should be directed to the Secretary to the Commission 
and must include a full statement of the reasons why the Commission should grant such 
treatment. See 19 CFR 201.6. Documents for which confidential treatment by the Commission 
is properly sought wil l be treated accordingly. A l l information, including confidential business 
information and documents for which confidential treatment is properly sought, submitted to the 
Commission for purposes of this Investigation may be disclosed to and used: (i) by the 
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Cornmission, its employees and Offices, and contract personnel (a) for developing or 
maintaining the records of this or a related proceeding, or (b) in internal investigations, audits, 
reviews, and evaluations relating to the programs, personnel, and operations of the Commission 
including under 5 U.S.C. Appendix 3; or (ii) by U.S. government employees and contract 
personnel, solely for cybersecurity purposes. A l l nonconfidential written submissions will be 
available for public inspection at the Office ofthe Secretary and on EDIS. 

The authority for the Commission's determination is contained in section 337 of the 
Tariff Act of 1930, as amended (19 U.S.C. 1337), and in Part 210 ofthe Commission's Rules of 

. Practice and Procedure (19 CFR Part 210). 

By order ofthe Commission. 

Lisa R. Barton 
Secretary to the Commission 

Issued: January 30, 2017 
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Pursuant to the Notice of Investigation (Nov. 17, 2015) and Commission Rule 210.42,

this is the Administrative Law Judge’s final initial determination on violation and recommended

determination on remedy and bonding in the matter of Certain Automated Teller Machines, ATM

Products, Components Thereof and Products Containing the Same, Inv. No. 337-TA-972. 19

C.F.R. § 210.42(a)(1).

For the reasons discussed herein, it is my final initial determination that there is a

violation of section 337 ofthe Tariff Act of 1930, as amended, 19 U.S.C. § 1337, in the

importation into the United States, the sale for importation, and/or the sale within the United

States after importation of certain automated teller machines, ATM products, components

thereof, and products containing the same by reason of infringement of U.S. Patent Nos.

6,082,616 and 7,832,631. A
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I. BACKGROUND

A. Procedural History .

The Commission instituted this investigation in response to a complaint alleging

violations of section 337 of the Tariff Act of 1930, as amended, by reason of infringement of

certain claims ofU.S. Patent No. 6,082,616 (“the ’616 patent”); U.S. Patent No. 7,121,461 (“the

’461 patent”); U.S. Patent N0. 7,229,010 (“the ‘O10patent”); U.S. Patent No. 7,249,761 (“the

=761patent”); U.S. Patent N6. 7,314,163 (“the =163patent”); and us. Patent No. 7,832,631

(“the ’631 patent”). 80 Fed. Reg. 72735-36 (2015). The purpose of this investigation is to

determine: 

whether there is a violation of subsection (a)(1)(B) of section 337 in the
importation into the United States, the sale for importation, or the sale
within the United States after importation of certain automated teller
machines, ATM modules, components thereof, and products containing
the same by reason of infringement of one or more of claims 1, 2, 5-8, 10,
16-18, 20, 22, 23, 26, and 27 ofthe ’616 patent; claims 1-8, 12-18, and 21
27 ofthe ’461 patent; claims 1-15, 18-20, 22-26, and 28-30 of the ’010
patent; claims 1-4, 6, 14, 15, and 19 ofthe ’761 patent; claims 1-5 and 13
24 of the ’163 patent; and claims 1-8 and 12-20 of the ’631 patent, and
whether an industry in the United States exists as required by subsection
(a)(2) of section 337. 

Id. at 72736. The investigation was instituted on Friday, November 20, 2015, by publication of V

the Notice of Investigation in the Federal Register. Id. at 72735; see 19 C.F.R. § 210.10(b). The

target date was originally set for March 20, 2017, Order No. 4 (Dec. 7, 2015), and was

subsequently extended to March 30, 2017. Order No. 37 (Nov. 18, 2016).

Pursuant to Order No. 12 (Apr. 28, 2016), the investigation was terminated as to all

asserted claims of the ’461 and ’761 patents pursuant to the withdrawal of allegationsregarding

these patents. See Comm’n Notice (May 11, 2016). Pursuant to Order No. 14 (May 24, 2016)

and Order N0. 15 (June 7, 2016), the investigation was tenninated as to claims 2, 17, 18, 20, 22,

1
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and 23 of the ’6l6 patent; claims 2-12, 15, 18, 22-23, and 28-30 ofthe ’010 patent; claims 1-5

and 13-19 of the ’163 patent; and claims 8 and 12-17 ofthe ’63l patent. See Connn’n Notice

(June 22, 2016); Con1m’n Notice (July 5, 2016). i ‘

Pursuant to Order No. 21 (June 28, 2016), the investigation was terminated as to the

asserted claims of the ’163 patent because the claims were directed to ineligible subject matter

under 35 U.S.C. § 101. See C0mm’n Notice (July 28, 2016).

Pursuant to Order N0. 23 (Aug. 23, 2016), certain ATM modules were fotmd on

summary determination to not infringe the ’63l patent. See Comm’n Notice (Sept. 22, 2016).

A four-day evidentiary hearing was held on August 29, 2016 through September 1, 2016.

B. The Private Parties

1. Complainants

The Complainants in this investigation are Diebold, Inc. and Diebold Self-Service

Systems (“Diebold”). Complaint 1]1. Diebold, Inc. is a corporation organized and existing

under the laws of the State of Ohio, having a principal place of business at S995 Mayfair Road,

North Canton, Ohio. Id. 1]8. Diebold Self-Service Systems is a New York general partnership

that is a wholly-owned subsidiary of Diebold, Inc., having a principal place of business at the

same address in North Canton, Ohio. Id. 1]21.

2. Respondents ' . _

The Respondents in this investigation are Nautilus Hyosung Inc., Nautilus Hyosung

America Inc., and HS Global Inc. (collectively, “Nautilus”). Complaint 112. Nautilus Hyosung

Inc. is a company organized and existing under the laws of South Korea, having a principal place

of business at 281 Gwangpycong-ro, Gangnam-Gu, Seoul, South Korea. 1d. 1123. Nautilus

Hyosung Inc. is a subsidiary of Hyosung Corporation. Id. 1]24. Nautilus Hyostmg America Inc.

2
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is a company organized under the laws of the state of Delaware, with its principal place of

business at 6641 N. Beltline Road, Suite 100, in Irving, Texas. Id. 1]25. Nautilus Hyosung

America Inc. is a wholly owned subsidiary of Nautilus Hyosung Corporation, which is a

subsidiary of Hyosung Corporation. Id. 1126. HS Global lnc. is a U.S. company with a principal

place of business at 381 Thor Pl. in Brea, California. Id. 1128.

C. Patents and Technology at Issue

The remaining asserted claims. in this investigation are claims 1, 5-8,610, 16, 26, and 27

ofthe ’6l6 patent; claims 1, 13, 14, 19, 20, and 24-26 of the ’010 patent; and claims 1-7 and 18

20 of the ’631 patent. These three asserted patents relate to different aspects of automated teller

machines (“ATMs”). T

1. ’6l6 Patent

U.S. Patent No. 6,082,616 (JX-0001, “the ’6l6 patent”) relates to an enclosure for an

ATM that includes a rollout tray with components such as a display and a keypad, and a service

opening on the bottom of the rollout tray that enables access to service the components. ’6l6

patent at 2:7-25.

Claim 1 of the ’6l6 patent recites:

An automated banking machine apparatus comprising:

a housing bounding an interior area, the housing having a first opening to
the interior area;

a rollout tray movably supported on the housing, the rollout tray
including a Wallportion, a service opening extending through the wall
portion, wherein the rollout tray is movable between a first position
wherein the tray extends outward from the first opening and the service
opening is accessible from outside the housing, and a second position
wherein the tray is within the interior area and the service opening is not
accessible from outside the housing; ‘

a first serviceable component mounted in supporting connection with the
tray and overlying the service opening, the serviceable component

3
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having a service point, and wherein the service point is accessible from
outside the housing by extending a tool upwardly through the service
opening when the tray is in the first position.

’6l6 patent at 8:8-25. Claims 5-8-,10, and 16 are dependent upon claim 1. Id. at 8:38-56, 8:62

65, 9:38-41. Claims 26 and 27 are independent claims with limitations similar to claim l—claim

26 adds an “upper wall” element and claim 27 adds a “fascia” element. Id. at 11:3-43.

The specification of the ’6l6 patent describes an improved enclosure for an automated

banking machine (“ABM”). ’6l6 patent at 1:9-12. Figure l depicts a preferred embodiment:
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Id., Fig. l. ABM 10 is an ATM. Id. at 3:10-ll. The ATM’s housing 12 is located on top of
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chest 24. Id. at 3:11-12 and 3:19-20. Chest 24 encloses secure area 26,‘which houses critical

components and valuable documents, such as currency and currency dispensers. Id. at 3:21-25.

Rollout tray 32 is mounted on slides 34 in housing l2. Id. at 3:38-43. The slides allow the

rollout tray to be retracted into the housing from the extended position shown in Figure 1. Id.
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The rollout tray supports various components of the ATM, including display 36, receipt printer \

40, and fascia 42. Id. at 3 :44-4:2.

A key feature of the rollout tray is service opening 54 in the tray’s lower wall 52:

52 as
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’616 patent, Fig. 2. When the tray is in the extended position, service points of the components

mounted on the tray can be accessed from undemeath the tray through the service opening. Id. at

5:2l-25. For example, keypad 48 is mounted on keypad mounting plate 62, which in turn is

mounted to the tray’s upper wall 58. Id. at 4:19-24. Keypad securing plate 64 is used to hold the

keypad in position on the keypad mounting plate. Id. at 4:26-29. The keypad securing plate is

positioned below the keypad mounting plate and secured with fasteners. Id. at 4:25-28. If the

keypad needs to be replaced, it can be disengaged from the tray by removing fasteners. Id. at

5:28-34. After it is disengaged from the tray. the keypad can be removed through the service

opening. Id. The fasteners holding the keypad in place are “service points.” Id. at 5:25-29 (“In

the embodiment shown the service points include fasteners 98 holding the keypad in position.
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The removal of fasteners 98 which hold the keypad securing plate 64 enables the keypad to be

disengaged from the upper wall”).

2. ’010 Patent 

U.S. Patent No. 7,229,010 (JX-0002, “the ’OlOpatent”) relates to a mechanism for

transporting documents through an ATM that allows for storage in two different storage areas

’OlOpatent at 3:41-4:7. For example, “bills may be stored in one compartment while cheeks are

stored in another.” Id. at 4:2-5.

Claim 1 of the ’Ol0 patent recites:

l. An automated banking machine comprising:

at least one input device adapted to receive at least one input from users of
the machine;

at least output device adapted to provide at least one output to users of the
machine; '

at least one currency dispenser adapted to dispense currency from the
machine to users of the machine;

an item accepting opening adapted to receive into the machine, sheet items
from users of the machine;

at least.one sheet item transport in the machine, wherein the at least one
transport is in operative connection with the item accepting opening, and
wherein the at least one transport includes a pair of disposed sheet
supporting rail portions;

a storage area, wherein the rail portions of the at least one transport extend
in the storage area between a first sheet storage location in the storage
area and a second sheet storage location in the storage area;

a movably mounted plunger member in the storage area, wherein the
plunger member is movable transversely between the rail portions;

at least one drive in operative connection with the plunger member,
wherein the at least one drive is operative to selectively move the
plunger transversely between the rail portions; A

6
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wherein the plunger member is movable between the rail portions in the
storage area in both a first transverse direction and a second transverse
direction opposed of the first transverse direction, wherein the plunger
member can move a sheet from the rail portions and into the first sheet
storage location while moving in the first transverse direction, and
wherein the plunger member can move a sheet from the rail portions and
into the second sheet storage location while moving in the second
transverse direction.

’Ol0 patent at 23:19-53. Dependent claim 13 depends from claim 1 through

intervening dependent claims 2, 3, 4, 5, 6, 7, 8, 9, 10, ll, and 12, and incorporates

numerous limitations including backing plates, a scanning sensor, a printer, and sheet

moving transports. Id. at 23:54-25:33. Dependent claim 14 adds additional

limitations for noncontact sensors used to align the sheet to claim 13. Id. at 25:34-46.

Dependent claim 19 adds a limitation to claim 14 for an escrow area. Id. at 25:63-65.

Dependent claim 20 adds a limitation to claim 14 where data is sent corresponding to

an image of a portion of the check. Id. at 25:66-26:2. Dependent claim 24 adds a

processor and a scanning sensor to claim 1. Id. at 26:26-34. Dependent claim 25

limits claim 24 to checks. Id. at 26:35-36. Dependent claim 26 adds a magnetic

sensor to claim 25. Id. at 26:37-43.

The specification of the T010patent describes a deposit accepting device that

is part of an ATM. ’0l0 patent at 5:36-52. In one embodiment, documents such as

checks are moved into a storage area vertically, transported-by belts and guided by

rails. Id. at 18:59-63. There are two available storage locations for the checks, and a

plunger is used to move the checks into one storage area or the other. Id. at 18:63

20:3. Figure 31 shows the check (labeled 614) entering the storage area:
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3. ’631 [Patent

U S. Patent No. 7,832,631 (JX-0004, “the ’631 patent”) relates to a method for reading

magnetic ink character recognition (“micr”) data from checks that are inserted into ATMs ’631

patent at 2 15-30. This micr data is printed in magnetic ink on checks using an established

intemational standard. See RX-0318 (ANSI X9 TG-2-1995, “Understanding and Designing

Checks ) RX-0319 (ISO 1004 1995, “Information processing —Magnetic ink character

recogmtion - Print specifications”).

Claim 1 of the ’63l patent recites:

1. A method of sensing magnetic indicia on at least one financial check,
comprising:

(a) receiving at least one check in an automated banking machine, wherein
the at least one check includes a check comprising magnetic indicia
encoded in a micr line thereon; 1

(b) sensing through operation of at least one sensor in the machine, a
width associated with the check, wherein the at least one sensor is in
operative connection with at least one processor in the machine;

(c) moving responsive at least in part to the width sensed in (b), at least
one of two magnetic read heads in the machine, wherein the at least one
magnetic read head is moved responsive at least in part to operation of
the at least one processor, wherein the at least one magnetic read head‘is
moved such that the micr line on the check is aligned with one of the
magnetic read heads regardless of a facing position of the check;

(d) moving the check past the two magnetic read heads in the machine
responsive at least in part to operation of the at least one processor;

(e) sensing micr line data on the check with one of the two magneticrcad
hcads.

631 patent at 41:24-46. Dependent claim 2 adds limitations that allow for receiving a plurality

of checks in a stack. IE1’.at 41 :47-52. Dependent claim 3 adds an additional step of aligning a

check that is separated from the stack. 1a’.at 41:53-57. Dependent claim 4 further requires that

the alignment includes a transverse transport. Id. at 41:58-61. Dependent claim 5 requires the

' 9
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transverse transport to align the check with a fixed magnetic read head in two of four possible

facing positions. Id. at 41:62-67. Dependent claim 6 requires the check to be aligned with a

second movable magnetic read head in two of four possible facing positions. Id. at 42: 1-5.

Dependent claim 7 further adds a step of interpreting the micr line data. Id. at 42:6-13.

Independent claim 18 is a method claim that includes many of the same limitations for using two

magnetic read heads to read micr line data “regardless of the facing position of the check.” Id. at

43:10-44: 12. Dependent claim 19 requires that one magnetic read head be movable, and

dependent claim 20 requires that the other magnetic read head be fixed. Id. at 44:13-18.

In an exemplary embodiment of the invention, edge sensors are used to align a check, and

a width sensor determines the position of a movable micr head, as depicted in Figure 44:

(714 EdgeSensor

° p - = 1a4

J‘ 4=gsceeseoa=seem: ""5 =*°"l-99%?‘ I

| .. . — wI i
1_:2a4se1an1: see-:12 so-nee

1 . e pg I 152

I "B U s U

~l
GI
G5

144 Movable MICRHead Width Sensor

Check is aligned to edge sensors. ~
Widthsensordeterminesoppositeedgeoicheek _
Movahle IVIIGRhead position based on wldlh 0| check
MICRcan be read lmm either side oi check .

Id. at Fig. 44, 30:51-32:22. The two magnetic heads can read the magnetic micr line in four
_ F -- -— .

different orientations. Id. at 31:15-43.
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D. Products at Issue

The products at issue are ATMs, which can be roughly divided between full-sen/ice bank

ATMs and lower cost retail ATMs. The full-service ATMs contain modules that allow

customers to deposit checks, and are thus accused of infringing the ’0l0 patent and/or the ’o3l

patent. The retail ATMs are generally only accused of infringing the ’6l6 patent.

The specific Nautilus ATMs accused of infringing the ’6l6 patent are the Halo, Halo S,

NH2600, MX2600, Halo II and MX260OSE, MXSOOOCEand MXSOOOSE,MXSZOOXP,

MXSIZOOW7,MX52OOSE, MX5300, MX5300CE, MX5300XP, and MX5600. CIB at 5; RIB at

8. Nautilus ATMs including a bulk check acceptor (“BCA”) module are accused of infringing

the ’0l 0 patent, which include the MX7600DR, MX7600DS, MX7600FFL, MX7600I,

MX760OR, MX7600T, lVlX7600TL,MX76O0TR, and MX8700TCX ATMs. CIB at 4; RIB at 8.

The Nautilus BCA module and the cash and check in module (“CCIM”) are accused of

"infringingthe ’63l patent, and these modules are installed in the MX7600DA, MX760ODR,

MX760ODS, MX7600FFL, MX760OI, MX76O0R, MX7600TA, MX760OT, MX7600TL,

MX76OOTR,MX78OOLobby, MX78O0D, MX7800I, MX7800TTW, MX820OQT, MX8700QT

2.5.5, MX8700TCX, MX87OOQT2.5.l, and MX8800 ATMs. CIB at 3; RIB at 8.

Diebold also asserts that certain of its ATMs practice the asserted patents. Diebold

asserts that the Opteva 500, Opteva 500r, Opteva 500e, Opteva 520, Opteva 522, Opteva 522r,

Opteva 522e, Opteva 560, and Opteva 720 front load practice the ’6l6 patent. CIB at 5; RIB at

l8. Diebold asserts that its IDM5 module practices the ’0l0 patent, and this module is installed

in the Opteva 720, Opteva 740, Opteva 750, Opteva 760, Opteva 858, and Opteva 878 ATMs.

Id. Diebold asserts that its IDMbd module practices the ’63l patent, and this module is installed

in the Diebold 3700, Diebold 7700, Diebold 7780, Dicbold 7790, Opteva 720, Opteva 72Or,

ll
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Opteva 740, Opteva 750, Opteva 760, Opteva 828, Opteva 858, Opteva 868, and Opteva 878

ATMs. Id.

E. Witness Testimony

l received testimonial evidence in this investigation in the form of witness statements,

live testimony, and deposition designations.

1. Fact Witnesses

At the hearing, Diebold presented the testimony of several of its employees. Timothy

Hoover is a principal product manager. CX-1873C; CX-1981C; Tr. at 85-135. Christopher

Rowe is a-vice-president of engineering. CX-1874C; Tr. at 137-166. Todd Bidwell is a vice

president of finance. CX-1876C; Tr. at 167-181. David Kraft is a tenninal engineer.

CX-1888C; Tr. at 182-189. Sean Rogers is a director of product management. CX-1875C; Tr. at

189-213. Michael Ryan is a senior principal engineer. CX-1871C; Tr. at 214-221.

Nautilus also presented the testimony of two of its employees. Bo Kim is a vice

president of operations and engineering. RX-1511C; Tr. at 591-639. Mike Henson is a director

of training. RX-1512C.

2. Expert Witnesses

The private parties also rely on several outside experts to render opinions on

infringement, invalidity, and remedy. Dr. William Singhose is an expert for Diebold, and he was

qualified as an expert in electromagnetic components and sensors, mechanical engineering, and

the subject matter ofthe ’63l patent. CX-1872C; CX-1980C; Tr. at 222-240; see id. at 223:23

224:7 (expert qualification). Dr. Thomas Kurfess is another expert for Diebold, and he was H

qualified as an expert in mechanical engineering, electromechanical components, and the subject

matter ofthe ’616 and ’OlOpatents. CX-1877C; CX-1979C; Tr. at 240-425, 818-873; see id. at

12
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245: 14-23 (expert qualification). Dr. Charles Reinholtz is an expert for Nautilus who offered

opinions regarding the ’6l6 and ’0l0 patents, and he was qualified as an expert in

electromechanical systems and engineering. RX-1184C; RX-1513C; Tr. at 428-590; see id. at

430:l0-24 (expert qualification). Dr. Robert Stevenson is an expert for Nautilus who offered

opinions regarding the ’63l patent, and he was qualified as an expert in sensors and control of

electromagnetic components. RX-1185C; Tr. at 640-766; see id. at 641:24-642:6 (expert

qualification). Dr. Thomas Vander Veen was qualified as an economic expert for Nautilus who

offered opinions related to remedy and bond. RX-l5l6C; Tr. at 767-809; see id. at 768:6-13

(expert qualification); RX-345 (CV).

3. Deposition Designations

The private parties submitted additional testimony through deposition designations

pursuant to Commission Rule 2l0.28(g). Order No. 35 (Aug. 26, 2016). Diebold submitted

designated deposition transcripts for Bo Kim (CX-1682C and CX-1683C), Eui Sun Choi (CX

l685C), Jae-Hoon Kwak (CX-1688C), Jaehun Yi (CX-1689C); Sang Eun Um (CX-1693C), and

Yoon Soo Park (CX-1695C). Nautilus submitted designated deposition transcripts for Charles

Bartholomew (RX-0817C), Christopher Rowe (RX-0818C), Damon Blackford (RX-0819C),

Douglas Kovacs (RX-0820C), Keith Carpenter (RX-0828C), Michael Ryan (RX-0830C), Sean

Rogers (RX-0831C), Harry Graef (RX-0834C), Thomas Van Kirk (RX-0835C), Timothy

Hoover (RX-0836C), Todd Bidwell (RX-0837C), and William Beskitt (RX-0838C).

II JURISDICTION ‘

In order to-have the power to decide a case, a court or agency must have both subject _

matter jurisdiction and jurisdiction over either the parties or the property involved. l9 U.S.C.
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§ 1337; Certain Steel Rod Treating Apparatus and Components Thereofi Inv. No. 337-TA-97,

Commission Memorandum Opinion, 215 U.S.P.Q. 229, 231 (1981).

A. Subject Matter Jurisdiction

Section 337 confers subject matter jurisdiction on the International Trade Commission to

investigate, and if appropriate,‘to provide a remedy for, unfair acts and unfair methods of

competition in the importation, the sale for importation, or the sale after importation of articles

into the United States. See 19 U.S.C. §§ l337(a)(1)(B) and (a)(2). Nautilus does not dispute that

all of the accused ATMs and modules have been imported into the United States. RIB at 19;

CX-1894C at RFA 1; CX-1649C. Thus, I find that the Commission has subject matter

jurisdiction over the articles accused in this investigation under section 337 of the Tariff Act of

1930. See Amgen Inc. v. Int’l Trade Comm ’n, 565 F.3d 846, 854 (Fed. Cir. 2009) (“In this case,

the Commission had jurisdiction as a result of Amgen’s allegation that Roche imported an article

. . . covered by the claims of a valid and enforceable United States patent”).

< In Order No. 23, I identified a dispute of material fact regarding the importation of

certain Nautilus ATM modules. Order No. 23 at 4 (Aug. 23, 2016). Respondents offered

testimonyat the hearingthat CCIMmoduleswithsoftwareversion- andBCAmodules

withsoftwareversion_ and_ havebeenimported.RX-1511c

(Kim RWS) at Q&A.9-26. Diebold does not dispute this evidence but argues that there is no

evidence that the new modules have been used in the United States. CIB at 7. This argument

relates to infringement and not to importation, however, and the issue of infringement for these

modules was decided on summary detemiination. Order No. 23 at 4-5.1 The Commission, _

1The modules were found not to infringe in Order No. 23, but this does not affect the
Commission’s jurisdiction over these products: “As is very common in situations where a

14
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therefore has subject matter jurisdiction over the modules identified in Order No. 23 in addition

to the accused ATMs and modules.

B. Personal Jurisdiction _

Nautilus responded to the Complaint and Notice of Investigation, participated in the

investigation, appeared at hearings, and submitted pre- and post-hearing briefs. Thus, I find that

the respondents have submitted to the personal jurisdiction of the Commission. See Certain

Miniature Hacksaws, Inv. No. 337-TA-237, USITC Pub. No. 1948, Initial Determination at 4,

1986 WL 379287, *1 (October 15, 1986) (unreviewed by Commission in relevant part)?

C. In Rem Jurisdiction ,

The Commission has in rem jurisdiction over the accused products by virtue of

respondents’ concession that they have been imported into the United States. See Sealed Air

Corp. v. U.S. Int ’l Trade Comm ’n, 645 F.2d 976, 985-86 (C.C.P.A. 1981) (holding that the ITC’s

jurisdiction over imported articles is sufficient to exclude such articles).

III. U.S. PATENT NO. 6,082,616 .

The ’616 patent is entitled “Automated Banking Machine Enclosure,” and it issued on

July 4, 2000, from an application filed on June 2, 1998. Kim R. Lewis, Richard C. Lute, Jr.,

Terry E. Doll, Douglas A. Kovacs, Michael A. Durbin, Deborah S. Addy, and James A. Zweifel

are identified as inventors, and Diebold is the assignee. A copy of the ’616 patent was admitted

as JX-0001, and its file history is JX-0005. There is no meaningful dispute between the parties

tribtmal’s subject matter jurisdiction is based on the same statute which gives rise to the federal
right, the jurisdictional requirements of section 1337 mesh with the factual requirements
necessary to prevail on the merits. In such a situation, the Supreme Court has held that the ' '
tribunal should assume jurisdiction and treat (and dismiss on, if necessary) the merits of the
case.” Amgerz Inc. v. U.S. Int’! Trade Comm ’n, 902 F.2d 1532, 1536 (Fed. Cir. 1990).
2 In addition, Respondents Nautilus Hyosung America Inc. and HS Global Inc. are located in the
United States. See Complaint 111125,28; Response to Complaint 111125, 28 (Dee. 14, 2015). '
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on the level of ordinary skill in the art for the ’6l6 patent, with both parties’ experts testifying

that a person of ordinary skill in the art would have had a combination of experience and

education in mechanical engineering, typically consisting of a minimum of a bachelor degree in

mechanical engineering or a related field and 3-5 years of relevant work experience. CIB at 10

ll (citing CX-1979C (Kurfess RWS) at Q&A.40); RX-1184C (Reinholtz DWS) at Q&A.24-27.

A. Claim Construction

In the Markman order in this investigation, the tenn “service opening” was construed to

mean “an opening through which serviceable components are accessible for servicing,” and the

term “in supporting connection” was construed to mean “connected to and supported by.” Order

No. l7 (June 13, 2016).} In an order denying summary determination regarding the technical

prong of domestic industry, the limitation requiring that the service opening is not accessible in

the second position was construed to mean that the service opening is not accessible for

servicing. Order No. 24 (Aug. 23, 2016).

Despite the determinations in the Markman order and on summary determination, the

parties continue to dispute the scope of the claim language in the ’6l6 patent. In particular, the

parties have conflicting views regarding the application of the construction for “service opening”

to the accused products. Nautilus contends that the “service opening” limitation is not infringed‘

because the purpose of the openings in the accused products is not “for servicing.” RIB at 24-32.

Nautilus’s expert, Dr. Reinholtz testified in his witness statement: “Any opening can conceivably

3The parties also agreed to the construction of “automated banking machine” as “any of the
types of devices that enable carrying out transactions involving the transfer of funds or value
electronically, including but not limited to ATMs, cash dispensers, credit cardterminals, ticket
dispensers, utility payment terminals, smart card value transfer terminals and devices that
perfonn similar functions,” and the construction of “housing bounding an interior area” as “a
structure bounding an interior area from which the rollout tray extends and into which the rollout
tray is retracted.” Order No. 17 at 2.

16
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be used for service with the right tool . . . . So I think it is relevant how an opening is used.”

RX-1513C (Reinholtz RWS) at Q&A 62. Diebold argues that “accessible for servicing”

describes capability, not actual or intended use. CIB at 21. Diebold cites Federal Circuit case

law warning against interpreting an apparatus claim based upon intended use: “Construing a non

functional tenn in an apparatus claim in a way that makes direct infringement turn on the use to

which an accused apparatus is later put confuses rather than clarifies, frustrates the ability of both

the patentee and potential infringers to ascertain the propriety of particular activities, and is

inconsistent with the notice function central to the patent system.” Paragon S0ls., LLC v. Timex

Corp, 566 F.3d 1Q75,1091 (Fed. Cir. 2009). Nautilus does not dispute this case law, stating in

its reply brief that its non-infringement argument “is not premised on either the intent of the

designer or the actual use of the identified holes.” RRB at 10. Nautilus argues instead that the

identified openings in the accused products do not allow access for real service, relying on an

admission by Diebold’s expert, Dr. Kurfess, that “accessible for servicing” refers to “meaningful,

real service.” Tr. (Kurfess) at 279111-24. Nautilus has failed to clearly articulate any objective

standards, however, for determining whether any service is “real” or “meaningful.” _

Diebold characterizes the dispute regarding the “service opening” as a matter of claim

construction. CIB at 21-22; CRB at 3-5. Nautilus does not explicitly argue for a new

construction but relies on evidence from the file history to support its non-infringement

argument. RIB at 30. I agree with Diebold that the parties’ continued dispute regarding the

claimed “service opening” must be resolved in the context of claim construction. As set forth in

Order No. 24, further claim.constmction is appropriate after the Markman order where a dispute

arises in the context of the parties’ contentions. Order No. 24 at 7. The construction for “service

opening” adopted in the Markman order fails to resolve the parties’ dispute on infringement and

17
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must be clarified.

A claim construction analysis starts with the language of the claims. Phillips v.AWH

Corp, 415 F.3d 1303, 1312 (Fed. Cir. 2005). The claims ofthe ’6l6 patent not only require a

“rollout tray [including] a service opening,” but also “a first position wherein . . . the service

opening is accessible from outside the housing.” ’6l6 patent at 8:11-16 (claim 1), 11:6-11

(claim 26), 11:27-31 (claim 27). Several dependent claims provide examples of service through

the service opening. Claims 4, 5, and 7 describe a “removable keypad wherein the keypad is

removable through the service opening-when the tray is in the first position.” Id. at 8:33-37

(claim 4), 8:38-42 (claim 5), 8:48-53 (claim 7). Claims 3 and 9 describe, respectively, “an image

adjusting knob” and an “image adjustment knob.” Id. at 8:29-32 (claim 3), 8:57-61 (claim 9).

“[T]he specification ‘is always highly relevant to the claim construction analysis.

Usually, it is dispositive; it is the single best guide to the meaning of a disputed tem1.’” Phillips,

415 F.3d at 1315 (quoting Vitronics Corp. v. Conceplronic, 90 F.3d 1576, 1582 (Fed. Cir.

1996)). The specification of the ’6l6 patent describes the claimed keypad and image adjustment

knob in more detail. The first discussion of service through the service opening states: “Service

points on the keypad are accessible through the service opening and the keypad is enabled to be

removed from the machine by passing it through the service opening.” ’6l6 patent at 2:18-21.

With regard to the adjustment knobs, the specification states: “The image adjusting knob is

enabled to be accessed through the service opening when the rollout tray is in the extended

position.” Id. at 2:21-25. These components and the claimed service opening are illustrated and

described in more detail in Figure 8: ' _
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FIG. 8

Id. at Fig. 8. In the context of this figure, the specification describes the removal of the keypad

through the service opening:

In the embodiment shown the service points include fasteners 98 holding
the keypad in position. The removal of fasteners 98 which hold the keypad
securing plate 64 enables the keypad to be disengaged from the upper ,
Wall.The keypad may be disconnected electrically and removed from the
machine through the service opening 54. The keypad may thereafter be
subsequently replaced with another keypad. This facilitates replacing a
keypad which has worn out or malfunctioned.

Id. at 5:25-33. The specification further describes the adjustment of the image adjusting knobs

through the service opening:

Display 36 includes image adjusting knobs 100. The image adjusting
knobs are used to adjust the picture provided by the display. Typically
such adjustments include brightness, contrast and hue, for example. The
image adjusting knobs in the preferred embodiment are accessible through
the lower recess 72 in the surround plate 70, which enables them to be
accessed through the service opening 54.

FIG. 8 shows a tool 102 with a flexible stem which includes anaperture or _
* recess for accepting the image adjusting knobs therein. Such a tool enables

turning the adjusting knobs when the tool is extended upwardly through
the service opening 54. Of course other tools may be used for purposes of
contacting and moving service points such as fasteners 98 and knob 100.
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Id. at 5:34-49. These two examples of service through the service opening provide a context for

understanding the “service opening” limitation. There is no evidence for a construction that

considers the intent of the designer, as suggested by Nautilus, but there is support for a limitation

requiring that servicing of serviceable components is “enabled” by the service opening. Id. at

2:18-25, 5:25-33, 5:34-49. This limitation is not clearly embodied inthe construction for

“service opening” adopted in the Markman Order, where I observed that “[t]he specification

repeatedly describes the ‘service opening’ in terms of allowing access to the serviceable

component.-” Order No. 17 at 16. Instead of using the tenn “allow,” however, the specification

repeatedly uses the term “enable” in the context of the service opening. See ’6l6 patent at 2:18

25, 5:25-33, 5:34-49. In the examples of service for the keypad and the image adjusting knobs in

the preferred embodiment, the service opening enables access to these two components that are

not accessible through other means.

The prosecution history provides further support for a limitation requiring that the sen/ice

opening enable access to serviceable components. The “service opening” limitation was the

subject of the only amendments to the claims during the prosecution of the ’6l6 patent. On

October 8, 1999, in the first and only office action, all of the pending claims were rejected as

either being anticipated by or obvious in view of U.S. Patent No. 5,483,047 to Ramachandran et

al. (RX-0378, “Ramachandran”). IX-0005 at DBITC0000206-209. Although the examiner did

not identify a particular structure in Ramachandran as a “service opening,” rollout trays are

disclosed as “a pair of adjacent trays each of which . . . are extendible individually out of one of

the openings so that the components thereon maybe serviced.” _RX-0378at 2:56-61. As shown

in Figure 2, mounting the components on thesetrays allows a technician servicing the ATM “to

stand on one side and extend the tray on the opposed side to service the components thereon.
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Thereafter, the technician may retract the extended back tray into the machine, move to the

opposed side and extend the other tray.” Id. at 3:1-6.
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FIG. 2

Id. at Fig. 2. In close-up drawings, the bottom of one of the rollout trays disclosed in

Ramachandran is shown t h '0 ave circular and slot-shaped openings:

i

FIG. 25

Id. at Fig. 25. These openings are used to fasten the monitor mounting assembly (216, 200) to

the rollout tray. The circular openingsare for fas_t_ener_s_,__\_vhilethe _s1_ot-shapedopenings hold T _ _ ‘ _

projections 202 on the bottom of slide bracket 200. Id. at 9:45-10:16.

In response to the office action, Djebold amended claim 1 “to further define the service
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opening.” JX-0005 at DBITC0OO0161.4 When describing the claimed service opening, Diebold

states: “With the tray (32) moved forward, service points may be accessed through the service

opening (54). Service points may be located in positions, such as below the keypad (48) or the

fascia (42), that are generally only accessible through the service opening (54).” Id. at

DBITCOO0Ol64.5 When distinguishing the Ramachandran prior art, Diebold complains that the

examiner’s rejection “does not state in any way that is reasonably understandable by Applicants,

where the elements recited in . . . claim l are allegedly found in the cited art.” Id. at

DB'ITCO000l65-66. Diebold distinguishes the prior art by arguing that the ATM disclosed in

Ramachandran allows a technician to service the machine “while not having to leave the area

into which rollout trays may be extended.” Id. Diebold thus argues that in Ramachandran there

is “no need for a ‘service opening’ that permits a ‘tool’ to extend therethrough because the trays

move outward to enable access to the components.” Id. at DBITCOOOO166-67.The patent was

allowed following Diebold’s amendments to the claims. Id. at DBITCOOOO239-240.

Diebold’s statements in the prosecution history confirm that the claimed service opening

must enable access to serviceable components. Diebold represents to the PTO that the service

4Diebold amended the language of claim l to require that the rollout tray have a “wall portion”
and that the service opening “extend[] through the wall portion.” Id. at DBITCOOOOI53.
Diebold also amended the claim to specify that the service point of the serviceable component be
“accessible by a tool from outside the housing through the service opening.” Id. In a
supplemental response, Diebold further amended claim l to require that the serviceable .
component overlie the service opening and its service point be accessible “by extending a tool
upwardly through the service opening.” Id. at DBITCO000198. ‘
5Diebold made a similar statement to the PTO in response to a petition for inter partes review of
the ’6l6 patent. See RX-0290, l'PR2Ol6-00580, Patent Owner’s Preliminary Response at 2 (May
24, 2016) (“[Thc] rollout tray described in the 616 Patent . . . includes a service opening that
enables personnel to access portion of the serviceable components mounted on or in proximity to
the tray that are not otherwise accessible”). The PTO declined to institute the inter partes
review, IPRZOI6-00580, Paper No. 10 (Decision) (Augi 22, 2016), but the PTO’s decision does
not affect any of the analysis in this initial determination.
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opening enables access to service points “that are generally only accessible through the service

opening.” Di-0005 at DBITC0000162. Diebold further distinguishes prior art where there is

“no need for a ‘service opening” because components can be serviced from above. Id. at

DBITCO00Ol68-69. Requiring that the service opening enable access to serviceable components

is further consistent with the expert testimony requiring that the claimed service be “meaningful,

real service.” Tr. (Kurfess) at 279:1 l-24. Service that is conducted through an opening is not

meaningful if there is no need to use the opening.

Accordingly, the intrinsic evidence supports a modification of the construction for

“service opening” as an opening through which serviceable components are accessible for

servicing, where the opening enables access to the serviceable components.

B. Infringement

' Diebold accuses fifteen Nautilus ATM models of infringing claims 1, 5-8, 10, 16, 26, and

27 of the ’616 patent. CIB at 11.

1. Legal Standards 

Section 337(a)(1)(B)(i) prohibits “the importation into the United States, the sale for

importation, or the sale within the United States after importation by the owner, importer, or

consignee, of articles that —(i) infringe a valid and enforceable United States patent or a valid

and enforceable United States copyright registered under title 17.” 19 U.S.C. §1337(a)(1)(B)(i).

The Commission has held that the word “infringe” in Section 337(a)(1)(B)(i) “derives its legal

meaning from 35 U.S.C. § 271, the section of the Patent Act that defines patent infringement.”

Certain Electronic Devices with Image Processing Systems, Components Thereof and

Associated Software, Inv. N0. 337-TA-724, Comm’n Op. at 13-14 (December 21, 2011). Under

35 U.S.C. § 271(a), direct infringement of a patent consists of making, using, offering to sell, or
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selling the patented invention without consent of the patent owner.

“An infringement analysis entails two steps. The first step is determining the meaning

and scope of the patent claims asserted to be infringed. The second step is comparing the

properly construed claims to the device accused of infringing.” Markman v. Westview

"Instruments,Inc, 52 F.3d 967, 976 (Fed. Cir. 1995) (en bane), afi"d, 517 Us. 370 (1996)

(citation omitted). Infringement must be proven by a preponderance of the evidence. SmithKline

Diagnostics, Inc. v. Helena Labs. C0rp., 859 F.2d 878, 889 (Fed. Cir. 1988). A preponderance

of the evidence standard “requires proving that infringement was more likely than not to have

occurred.” Warner-Lambert C0. v. Teva Pharm. USA,Inc, 418 F.3d 1326, 1341 n.15 (Fed. Cir.

2005). 1

A complainant must prove either literal infringement or infringement under the doctrine

of equivalents. Literal infringement requires the patentee to prove that the accused device

contains each and every limitation of the asserted c1aim(s). Frankfs Casing Crew & Rental

Tools, Inc. v. Weatherford lnt’l, Inc, 389 F.3d 1370, 1378 (Fed. Cir. 2004). “If even one

limitation is missing or not met as claimed, there is no literal infringement.” Elkay Mfg. C0. v.

EBCO Mfg. C0., 192 F.3d 973, 980 (Fed. Cir. 1999). Literal infringement is a question offact.

Finisar Corp. v. DirecTV Group, Inc, 523 F.3d 1323, 1332 (Fed. Cir. 2008).

Where literal infringement is not found, infringement nevertheless can be found under the

doctrine of equivalents. Detennining infringement under the doctrine of equivalents “requires an

intensely factual inquiry.” Vehicular Techs. Corp. v. Titan Wheel Im"l, Inc, 212 F.3d 1377,

1381 (Fed. Cir. 2000). According to the Federal Circuit: .

Infringement under the doc.trineof equivalents may be found when the
accused device contains an “insubstantial” change from the claimed
invention. Whether equivalency exists may be determined based on the
“insubstantial differences” test or based on the “triple identity” test,
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namely, whether the clement of the accused device “performs substantially
the same function in substantially the same way to obtain the same result.”
The essential inquiry is whether “the accused product or process contain
elements identical or equivalent to each claimed element of the patented
invention[.]”

TIP Sys., LLC v. Phillips & Brooks/Gladwin, Inc., 529 F.3d 1364, 1376-77 (Fed. Cir. 2008)

(citations omitted). Thus, if an element is missing or not satisfied, infringement cannot be found

under the doctrine of equivalents as a matter of law. London v. Carson Pirie Scott & C0., 946

F.2d 1534, 1538-39 (Fed. Cir. 1991).

2. Accused Products '

The fifteen accused ATM models are grouped into six different series. CIB at 11. The

Halo series includes the Halo, Halo S, NH2600, and MX2600. Id. at ll-12. The Halo II series

includes the Halo II and MX2600SE. Id. at 12. The MX5000 series includes the MXSOOOCE

and MXSOOOSE. Id. at 12-13. The MX5200 series includes the MXSZOOXP,MXSZOOW7, and

MXSZOOSE. Id. at 13. The MX5300 series includes the MX5300, MX5300CE, and

MX5300XP. Id. at 14. The MX56O0 series isjust one model, the MX5600. Id. at 15. The

Halo, Halo II, MX5200, and MX5600 series ATMs are accused of infringing claims 1, 6-8, 10,

16, 26, and 27 of the ’616 patent. Id. at 15-20. The Halo, MX5200, and MX5600 series ATMs

are accused of infringing claim 5. Id. at 16-17. The MX5000 and MX5300 series are only

accused of infringing claim 27. Id. at 19-20. Diebold relies on the testimony of Dr. Kurfess to

group these ATMs, CX-1877C (Kurfess DWS) at Q&A.658-683, and there is no dispute

regarding this grouping for the purpose of analyzing infringement of the ’616 patent. CIB at 11

15; RIB at 29. g ,__ __

Although there are differences in the structure of each group of ATMs, several critical

features are the same. Thc Halo II (RPX-0056C) was demonstrated as an exemplary product at
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the hearing, and it is the focus of the parties’ post~hearing briefs. RIB at 19-48; CRB at 7-9.

Dieb0ld’s expert Dr. Kurfess inspected and photographed the Halo II.

CX-0223C; see CX-1877C (Kurfess DWS) at Q&A 723. The interior of the Halo ll ATM '

includes components on a rollout tray that extends from the ATM housing.

CX-0224C; see CX-1877C (Kurfess DWS) at Q&A 703. When the rollout tray, is extended, the

fascia (i.e., the front panel) of the Halo II can rotate forward, exposing a cutout in the tray, where

a bracket (underneath the ATM keypad) sits in the normal, operative position.
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CX-0233C; see CX-1877C (Kurfess DWS) at Q&A 773. The fascia can be rotated further

forward to allow access to many components from the back of the panel.

CX-0236C; see CX-1877C (Kurfess DWS) at Q&A.833. In this forward position, the cutout

below the keypad is exposed as the lift away from the tray. As

discussed below, Diebold has identified similar cutouts as the “service opening” in each of the

accused ATMs.

3. Undisputed limitations (claims 1, 26, 27) _

The parties do not dispute the majority of the limitations in the asserted independent
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claims. CIB at 15-21; RRB at 17-18. In particular, there is no dispute that the accused ATMs

are “automated banking machines” (claims 1, 26, 27). CIB at 15, 18-19 (citing CX-1877C

(Kurfess DWS) at Q&A.686-694, 1026-1027, 1052-1059). In addition, there is no dispute that

the accused ATMs have “a housing botmding an interior area,” and the housing has “a first

opening to the interior area” (claims 1, 26, 27). Id. (citing CX-1877C (Kurfess DWS) at

Q&A.695-740, 1028-1029, 1060-17088).Further, there is no dispute that the accused ATMs have

“a rollout tray movably mounted in supporting connection with the housing” (claims 1, 26, 27).

Id. at 15, 18, 20 (citing CX-1877C (Kurfess DWS) at Q&A.74l-752, 1030-1033, 1089-1097).

There is also no dispute that the rollout tray in the accused ATMs includes “a wall portion”

(claim 1). Ia’.at 16 (citing CX-1877C (Kurfess DWS) at Q&A.753-761). There is no dispute

that each of the accused ATMs includes a “serviceable component having a service point”

(claims 1, 26, 27). Id. at 16, 19, 27 (citing CX-1877C (Kurfess DWS) at Q&A.836-854, 1040

1041, 1122-1148). And there is no dispute that the accused ATMs have a “fascia” (claim 27).

Id. at 17-18, 20-21 (citing CX-1877C (Kurfess DWS) at Q&A.972-1006, 1160-1182).

The parties dispute several limitations in the asserted claims, which are addressed below.

In all of the asserted independent claims, the parties dispute several limitations related to the

“service opening” and the “second position.” Claim 1 also includes a disputed “overlying”

limitation. In addition, claim 26 includes a disputed “upper wall” limitation.

4. The “service opening” limitation (claims 1, 26, 27)

The primary dispute between the parties relates to the “service opening” limitation of the

asserted claims. Each of the asserted independent claims requires a “rollout tray [including] a

service opening,” and “a first position wherein . . . the service opening is accessible from outside

the housing.” ’6l 6 patent at 8:11-16 (claim 1), 11:6-1 1 (claim 26), 11:27-31 (claim 27). The
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claims fL11‘1IhCI‘require a “service point” wherein “the service point is accessible from outside the

housing . . . through the service opening when the tray is in the first position.” Id. at 8:21-25

(claim 1), 11:16-19 (claim 26), 11:36-39 (claim 27). Claim 1 also requires that “the service point

is accessible from outside the housing by extending a tool upwardly through the service

opening.” Id. at 8:21-25. These limitations will be considered together because they relate to the‘

same “service opening” claim language and similar infringement evidence. As discussed above,

the “service opening” limitation requires an opening through which serviceable components are

accessible for servicing, where the opening enables access to the serviceable components.

1 Diebold identifies a “service opening” at the front of the rollout tray in each of the

accused ATMs and cites evidence from its expert Dr. Kurfess, where he removes a keypad and

other components through the alleged service opening of certain exemplary ATMs. CIB at 23

24 (citing CPX-0023C, CPX-0024C, CPX-0025C, CPX-0026C, CPX-0034C, CPX-0022C,

CPX-0042C). Diebold also identifies additional components in each type of ATM that are

accessible through the alleged service opening. Id. at 24. Nautilus argues that these openings

are merely cutoutsand gaps that do not provide accessfor servicingbut rather exist to K

— whenthefrontpaneloftheATMisintheoperativeposition.RRBat5

l 1. The particular openings and components identified in each of the accused ATMs are

discussed in more detail below. With the exception of the MX5600, these openings-do not

enable access to serviceable components, as required by the “service opening” limitation.

a. Halo II Products

The Halo II (RPX-0056C) was demonstrated extensively at the hearing. The serviceable

components that Diebold identifies in the Halo II are the keypad (i.e., electronic pin pad or

“EPP”) and the speaker. CIB at 23-24. To demonstrate service of the keypad, Diebold points to
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videos of Dr. Kurfess removing the keypad through the opening in the tray of the Halo II. Id. at

23 (citing CPX-0024C, CPX-0025C, CPX-0026C). In these videos, Dr. Kurfess uses pliers to

disconnect— andascrewdriverto SeeCX-1877C

(Kurfess DWS) at Q&A952-957 (citing CPX-0024C, CPX-0025C, CPX-0026C). Dr. Kurfess

extends the pliers through the alleged service opening to disconnect the first electrical

connection. CPX-0025C at 00:00-00:10. Dr. Kurfess also uses pliers to

_, butthisappearstobedoneentirelybelowthetrayandoutsideofthe

opening.Id.at00:10-00:18.Toremovethe, Dr.Kurfess


Id. at 00:18-01 :30. The only part of this service that occurs through the service opening is the

, butthisdisconnectionisnotenabledbythe
serviceopening.AsDr.Kurfessadmittedatthehearing,the— arealso

accessible from above the service tray when the fascia is rotated forward. See Tr. (Kurfess) at

338.19-339.10. ’

Dr. Reinholtz contends that there would be no impact on how the keypad is serviced in

the absence of the cutout in the rollout tray because the Nautilus ATMs are designed to be

serviced from above. RX-1513C (Reinholtz RWS) at Q&A.9O. Mike Henson, Nautilus’s

director of training, explains that Nautilus technicians service the keypad (EPP) in the Halo II by

rotating the fascia forward and then removing the screws and electrical connections from above.

RX-1512C (Henson RWS) at Q&A.20-32. He further states that he has never accessed the EPP

from below the tray, and he has “never instructed anyone to service the EPP through the cutout.”
~ ~.

Id. at Q&A.39~40.AlthoughDr. Kurfesshas shownthat it is possibleto discomrect—

— throughthe openingin the tray,this samedisconnectioncanbe performedfrom
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entirely above the rollout tray. The alleged service opening thus does not enable access to the

serviceable component, as required by the revised claim construction.

Dr. Kurfess identifies a second component that can be serviced through the opening: a

speaker. CX-1877C(KurfessDWS)at Q&A772-773,864. In a video,he removesthe _

. CPX-0026.Aswiththekeypaddiscussed
abovehowever,only, andDiehhldh
infringement case thus rests upon this In Dr. Kurfess’s witness statement, he

provides a photograph of a screwdriver extending through the opening to.access the top screw.

CX-06790Inthisphotograph,thereappeartohe—
that Dr. Kurfess does not access through the opening. It is evident from Dr. Kurfess’s video,

CPX-0026C, that these screws are accessible without reaching through the opening when the

frontpanelisrotatedforward.Mostofthescrewsand— appeartobeonly

accessible from above, and Mr. Hensonsconfirms that Nautilus technicians do not service the "r-*

: frombelowthe tray. RX-15-12c(HensonRWS)at Q&A.39-40. MI. Henson’s

testimony is consistent with the video and the photograph, which appear to show that even the
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top screw is accessible from above, particularly when the fascia is rotated forward. Thus, for the

same reasons that Dr. Kurfess’s removal of the keypad does not prove infringement, his removal

of the - doesnotprove infringement.The openingin the tray doesnot enableaccessto

servicethe keypador -, and the HaloII thus doesnot literallyinfringethe “service

opening” limitation of the asserted claims of the ’6l 6 patent.

b. Halo Series

For the Halo series products, Diebold identifies a similar opening at the front of the

rollout tray.

CX-0183C; see CX~1877C (Kurfess DRW) at Q&A.765. In a video, Dr. Kurfess demonstrates

the removal of the keypad through this opening by

CPX-0023C. Dr. Kurfess accesses both

through the opening. Id. at 00:27-1:28. -- -- -V -~ e W ~ " *

, Nautilus argues, however, that the electrical cormeetions are accessible from above in the

Halo, just as they are in the Halo II. RRB at 7. In addition, Nautilus argues that the screws
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attaching do not need to be removed to service the keypad. Id.

at 7-8- Only the need to be removed to

facilitatetheremovalofthekeypad(withits— attached).1d.;seeRX-1512C

(Henson RWS) at Q&A_41-55(describing service of Halo series ATMs). Nautilus thus contends

that Dr. Kurfess’s performance of service tasks through the opening is “contrived” and is

inconsistent with the service instructions provided by Nautilus.

I agree with Nautilus that Diebold has failed to show infringement of the “service

opening”limitationfortheHaloATMs.The_ thatDr.Kurfessremoves

throughthe opening in the Halo ATM appear to be accessible from above the service opening

when the fascia is rotated forward. The screws that Dr. Kurfess accesses through the opening

appear to be unnecessary for removal of the keypad, and the video shows that attempting to

removethekeypadthroughtheopeningisunnecessarilydifficult,asthe_ does

not fit through the openingaand Dr. Kurfess must reach around the keypad to push it through

from above. CPX-0023C at 2:30-2:54. It is apparent from the video and from photographs of

thefasciarotatedforwardthatthekeypadand— areaccessibleforservice

without touching any of the screws that Dr. Kurfess accesses through the opening.
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\

RX-1536C. See RX-1512C (Henson RWS) at Q&A.52. Accordingly, the opening does not

enable access to the keypad for servicing, and the Halo series ATMs do not literally infringe the

“service opening” limitation of the ’6l 6 patent. ' '

c. MX5000 Series

In the MXSOOOseries A'l‘Ms, Diebold identifies a gap at the front of the service tray as

the alleged service opening. V
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CX-0710C; see CX-1877C (Kurfess DRW) at Q&A.l 103. Dr. Kurfess provides a set of

photographs showing tools extending towards the alleged service opening. CX-1877C (Kurfess

DRW) at Q&A.1153 (citing CX-0716C, CX-0717C, CX-0720C, CX-0724C). All of these

photographs appear to show service occurring at or near the plane of the opening, however, and

it does not appear that any of the depicted service is to a component that is above the opening.

CX-0724C. Some of these service points may move above the opening when the fascia is

rotated forward, but Diebold has submitted no evidence that service could be performed through

the opening in the rotated position. Unlike the other ATM models, Mr. Kurfess does not rely on

any videos demonstrating service of the MX5000 series. Moreover, Mr. Henson testifies that the

MXSOOOseries ATMs are serviced from above the tray, not below. RX-1512C (Henson RWS)

at Q&A.56-65. Given this record, the MXSOOOseries ATMs have not been shown to infringe

the “service opening” limitation under any claim construction.

, ' d. MX5200 Series z - - ~ Y ~ ' —

The MXSIZOOseries ATMs also have an opening at the front of the rollout tray that

Diebold identifies as the allcged service opening. ,
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CX-0469C; see CX-1877C (Kurfess DRW) at Q&A.767. In a video, Dr. Kurfess demonstrates

the removal of a

CPX-0034C. The card reader is far above the

opening, id. at 0:05-0:30, and at least two of the screws on the mounting bracket and one of the

electrical connectors appears to sit above the opening. Id. at 0:50-1:10, 1:45-1:52.

Nautilus argues, however, that the service that Dr. Kurfess demonstrates is “contrived”

and is inconsistent with the way that technicians servicethe MX5200 ATMs. RRB at 7-8.

Nautilus argues that Dr. Kurfess’s access to the screws holding the card reader is awkward and

that “no technician would reasonably choose” to perform service in that way. Id. at 10 n.5.

Nautilus further argues that the electrical connections are accessible from above, and the screws

attaching the do not necd to be removed to service the keypad. Id.

at 7-8. l\/Ir.Henson explains that the proper way to service the keypad and card reader is from

above the tray. RX-1512C (Henson RWS) at Q&A.77.
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V I agree with Nautilus that Diebold has failed to show infringement of the “service

opening” limitation in the MX5200 series ATMs. When the fascia is rotated forward, it is clear

that the screws holding the card reader and the electrical connections for the keypad are

accessible from above.

RX-1536C. See RX-1512C (Henson RWS) at Q&A.73-75. Moreover, Dr. Kurfess is only able

t
—, corroboratingMr.Henson’stestimonythatserviceispreferablyperformed

from above. CPX-0034C at 0:30-0:42. In addition, removing the screws attaching the keypad to

the— appearstobeunnecessarytotheremovalofthekeypad,anddoingso

causesthe- to slip,requiringDr.Kurfessto support,the2 byhandwhilecompleting

hisdemonstration.CPX-0034Cat 1:48-2:17.It is apparentfromtherecordthatthe:

and the keypad are accessible for service without performing any service through the opening. l

Accordingly, the opening does not enable access to these components for servicing, and the

MX52OOseries ATMs do not literally infringe the “service opening” limitation ofthe ’6l6 .
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patent.

. e. MX5300 Series

The MX5300 series ATMs also have an opening at the front ofthe rollout tray that

Diebold identifies as the alleged service opening.

CX-0403C; see CX-1877C (Kurfess DRW) at Q&A.1 104. Dr. Kurfess identifies a service

manual and provides a set of photographs showing tools extending towards the alleged service

opening. CX-1877C (Kurfess DRW) at Q&A.1 105 (citing CX-1218C), Q&A.1154 (citing CX

0556C; CX-0557C; CX-0559C; CX-0562C; CX-0563C). Dr. Kurfess appears to misidentify the

plane of the service opening, however, highlighting an “opening” that extends from the bottom

of a lip that extends down from the rollout tray.

38



PUBLIC VERSION

CX-1877C (Kurfess DRW) at Q&A.1 154 (citing CDX-'2.0l 87C). This merely identifies the 

bottom edge of an opening, however, which appears to be at least an inch below the rollout tray.

None of the serviceable components identified by Dr. Kurfess appear to be accessible “through”

the opening because they are below the plane of the rollout tray, and thus within the opening

itself. The service manual appears to identify some screws that may be above the plane of the

rollout tray when the fascia is rotated forward, but the manual does not show these screws being

accessed for service, and Diebold has submitted no evidence that these screws are accessible

through the alleged service opening. CX-1218C at 4-21 (NH_972-00042371). Unlike the other

ATM models, Mr. Kurfess did not submit any videos demonstrating service of the MX53OO

series. Mr. Henson testifies that the M.X53OOseries ATMs are serviced from above the tray, not

below. RX-1512C (Henson RWS) at Q&A. 79-80. Given this record, the MX53OOseries ATMs

have not been shown to infringe the “service opening” limitation under any claim construction.

f. MX5600

The MX560O ATM also has an opening at"the front of the rollout tray that Diebold

identifies as the alleged service opening.

CX-0442C; see CX-1877C (Kurfess DRW) at Q&A.768. Diebold further identifies a service
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manual with instructions for removing the keypad.

CX-1206C at 3-17 (NH_972-00043932). In a video, Dr. Kurfess demonstrates the removal of

thekeypadbyremoving_ usinga screwdriver,thenlooseningonescrewusinga '

screwdriverbeforetumingitfurtherbyhand,thenremoving— using

pliers,loosening— usingpliersbeforeturningthemfurtherbyhand,andthen

removing— usinga screwdriver.CPX-0042C;CPX-0022C.Notably,

Dr. Kurfess does not follow the Nautilus manual when removing the keypad, removing 

thet ere net identified in the manual, and

attempting to complete the service while the fascia is rotated back, in the operative position,

rather than rotating the fascia forward, as recommended in the manual. CX-1206C at 3-16

(NH_972-0004393 1). Unsurprisingly, Dr. Kurfess is unable to remove the keypad in this

position, even after he removes CPX-0042C at 2:15-3:20. It is unclear

Whetherhe reinevee eftet

rotating the fascia forward, id. at 3:05-3:20, but he is finally able to remove the keypad with the

fascia in the forward position. CPX-0022C. " "
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As with Dr. Kurfess’s other demonstrations, the majority of the service he performs is

belowand outsidethe opening. The only servicethat he performsthroughthe openingis 

L CPX-00420at0:48-1:15.D1Kurfess
, id.,whichisconsistentwiththeinstructions
in the manual. CX-1206C at 3~l7 (NH_972-00043932). Both parties refer to these top screws as

“thumbscrews.” CIB at 26; RRB at 8-9. Notably, these thumbscrews appear to be above the

opening both when the fascia is rotated back (as depicted in Dr. Kurfess’s video) and when the

fascia is rotated forward (as depicted in the manual). l

Nautilus argues that the service that Dr. Kurfess demonstrates is “contrived” and is

inconsistent with the way that technicians service the MX560OATMs. RRB at 7-8. Nautilus

highlights the fact that Dr. Kurfess was unable to remove the keypad in his initial attempt, RRB

at 8 n.3, and argues that the use of pliers to loosen the thumbscrews is not “genuine sewice.” Id.

at 9. Mr. Henson testifies that the MX560O is serviced from above, but he does not address the

instruction manual or the thumbscrews depicted therein. RX-1512C (Henson RWS) at Q&A.9l

101. l\/Ir.Henson’s testimony regarding the MX5 600 appears to conflict directly with the

documentary evidence in the service manual.

The evidence that Diebold has presented for the MX5600 supports a finding that this

ATM has an infringing service opening. The service manual explicitly depicts - thumbscrews

that are accessed through the service opening from below. Dr. Kurfess accessed these

thumbscrews through the service opening using both pliers and his fingers, demonstrating

infringement of the “service opening is accessible from outside the housing through the service

opening” limitations of claims 26 and 27, and the “service opening is accessible from outside the

housing by extending a tool upwardly through the service opening” of claim l. Nautilus has
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offered no direct evidence that these thumbserews are accessible from above, and a

preponderance of the evidence thus supports a finding that the service opening enables access to

these thumbscrews. Even under an interpretation of “service opening” that considered the

designer‘s intent, the MX5600 would infringe this limitation. As evidenced by the service

manual, the thumbscrews are designed to be accessed from below, and removing these

thumbscrews is a meaningful step in servicing the keypad. Accordingly, the MX5600 infringes

the “service opening” limitations of claims 1, 26, and 27.

g. Doctrine of Equivalents _

Diebold further argues that the accused products infringe the “service opening” limitation

under the doctrine of equivalents. CIB at 24-25. Dr. Kurfess offers his opinion that the accused

ATMs have an opening that “accomplishes substantially the same function, in substantially the

same way, to achieve substantially the same result as claimed in the 616 Patent.” CX-1877C

(Kurfess DRW') at Q&A.775. Diebold argues that the differences between the accused products‘

and the claims are insubstantial. See TIP Sys., LLC v. Phillips & Brooks/Gladwin, Inc., 529 F.3d

1364, 1376-77 (Fed. Cir. 2008) (“Infringement under the doctrine of equivalents may be found

when the accused device contains an ‘insubstantial’ change from the claimed invention”).

For the Halo, Halo II, MXSOOO,MXSZOO,and MX5 300 ATMs that were found not to

literally infringe the “service opening” limitation, there are substantial differences that preclude a

finding of infringement under the doctrine of equivalents. As now construed, the function of the

“service opening” is to enable access to the serviceable components for servicing. The identified

openings in the Halo, Halo II, and MX5200 may allow limited access to serviceable components,

but allowing a second option for accessing serviceable components is substantially different from

enabling access for servicing. In the MX5000 and MX53O0 ATMs, there is no evidence that the
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identified openings provide any access to serviceable components. Thus, there is no

infringement of this limitation under the doctrine of equivalents.

5. The “second position” limitation (claims 1, 26, 27) ~

Nautilus argues that the accused ATMs do not infringe the limitation requiring a second

position wherein the claimed service opening “is not accessible from outside the housing.” RIB

at 36-42. This limitation is in all three independent claims. ’616 patent at 8: 17-19 (claim 1),

11:12-14 (claim 26), 11:32-34 (claim 27). In Order No. 24, this limitation was addressed in the

context of the technical prong of domestic industry, and the “is not accessible” claim language

was construed to mean that the service opening “is not accessible” when it is not accessible for

servicing, and there is no requirement that it be “never accessible” in the second position. Order

No. 24 at 11 (Aug. 23, 2016). To be consistent with the construction of “service opening”

discussed above, an opening is not accessible in the second position when serviceable

components are not accessible for servicing through the opening. ,

Nautilus argues that there are other openings in the accused ATMs that allow access to

the service opening even when the rollout tray is in the claimed “second position.” RIB at 36-42;

RRB at 11-13. Dr. Reinholtz identifies several instances where he was able to access an accused

serviceopeningwith11116_. RX-1513C(ReinholtzRWS)at Q&A.129-152.In

particular, Dr. Reinholtz states that in the accused ATMs, the fascia can be rotated forward to

provide access to the service opening even when the rollout tray is retracted. Id. at Q&A.131

132(citing RX-1488Cat 1\1n_972-0052998).In addition, DI‘.R6iI1l1Ol'[Zidentifies a 2 in

each of the accused ATMs that allows limited access to the service opening when the rollout tray

is retracted. Id. at Q&A. 133-152. As set forth in Order No. 24, the mere existence of these

doors and other openings does not demonstrate non-infringement. Order No. 24 at 7-11. Each
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of Dr. Reinholtz’s examples of service through the opening must be examined to detennine

Whetherthe “second position” limitation is infringed.

Dr. Reinholtz first asserts that the accused service openings can be accessed from above

when the fascia is rotated forward. RX-1513C (Reinholtz RWS) at Q&A.l3l-132. He docs not

identify any serviceable components that can be serviced through the identified openings,

however, and based on the evidence discussed above for each series of accused ATMS, there are

no such components that can be serviced through an opening in the rollout tray from above.

There is no basis for finding non-infringement based on rotating the fascia forward in the second

position.

Dr. Reinholtzfurther identifies limitedaccess through the serviceopening when the 

- ontheaccusedATMs.RX-1513C(ReinholtzRWS)at Q&A.133-152.Forthe

MXSOOO,Dr. Reinholtz was able to extend his fingers through the alleged service opening from

abovewhenthe~ ld-atQ&A’135(citingRX"
0734C). For the MX5600, Dr. Reinholtz was able to insert his finger through the bottom of the

alleged service opening when the Id. at Q&A.l36 (citing RX-0735C and

RX-0736(1).FortheHaloll,nt.Reinholtzwasabletounscrew—

— thekeypadwhenthe_. Id.atQ&A.142(citingRX
1517C). For the Halo series, Dr. Reinholtz attaches a photo showing that certain screws are

visiblewhenthe_. Id.atQ&A.144(citingRX-1518C).FortheMXSOOO,

Dr.Reinholtztestifiesthat— arevisible,andhe wasableto removean electrical

connectionwhenthe_. Id.atQ&A.146(citingRX-1519c andRX-1520C).

Alsofor the MXSZOO,Dr. Reinholtztestificsthat — are visible,andhe was ableto

remove an electrical connection when the Ia’.at Q&A.l48 (citing RX
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15210andRX-1522C).FortheMX5300,Dr.Reinholtztestifiesthat—

when the

_. Id.atQ&A.l50(citingRX-1523C).FortheMX5600,Dr.Reinholtz

attachesaphotoshowingthatcertainscrewsarevisiblewhenthe—, contending

that a screw driver could access these screws. Id. at Q&A.152 (citing RX-0735C and RX

0736C). Although Dr. Reinholtz has successfully demonstrated some limited access to

serviceablecomponentswhenthe— foreachgroupofaccusedATMs,noneof

the evidence he cites shows access to servicing through an alleged service opening. Merely

extending fingers through an opening does not show service of any serviceable component. The

screws and electrical connections that Dr. Reinholtz identifies are all located within or below the

alleged service opening, as discussed above in the context of the “service opening” limitation.

Nautilus has failed to show any basis for non-infringement based on access for servicing whenthe—.
Diebold has carried its burden to show infringement of the “second position” limitation.

Relying on the testimony and analysis of Dr. Kurfess, Diebold identifies evidence that the rollout

tray for each accused ATM retracts into the interior of the housing, and in this position, the

service opening is not accessible for servicing. CX-1877C (Kurfess DWS) at Q&A.777-796,

1036-1037, 1111-1121. Nautilus fails to rebut this evidence, and all of the accused ATMs thus

infringe this limitation. D

6. The “overlying” limitation (claim 1)

Claim 1 of the ’616 patent requires “a first serviceable component . . . overlying the

service opening.” ’616 patent at 8:19-21. Nautilus contends that the serviceable components

identified by Diebold are not “overlying” the service openingiin the accused ATMs. RIB at 32
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36. Diebold relies on Dr. Kurfess’s identification of specific “serviceable components” in each

of the accused ATMs. CX-1877C (Kurfess DWS) at Q&A.82l-835.

For the Haloll, Dr. Kurfessspecificallyidentifiesthe - as a componentoverlying

the service opening. CX-1877C (Kurfess DWS) at Q&A.821, 828. Nautilus argues that the

- is offsetfromthe allegedopening,but there is nothingin the patentrequiringthat

“overlying” preclude a serviceable component that is offset from the service opening. RIB at 34

RRB at 14-l 5. One of the examples ofa serviceable component in the specification, the image

adjusting knob, is offset from the service opening in the preferred embodiment. ’6l6 patent at

5:34-49, Fig. 8 (component nmnber 100). Although the Halo II does not infringe the “service

opening”limitation,as discussedabove,the 2 is a serviceablecomponentthat meets the

“overlying” limitation of the claim for the alleged opening.

FortheMX5200,Dr.Kurfessidentifiesthe- asa componentoverlyingthe

service opening. CX-1877C (Kurfess DWS) at Q&A.821, 824, 829. Nautilus argues that

Diebold has failed to carry its burden on this limitation, RIB at 34, but there is sufficient

evidencethatthe— overliesthe allegedopeningin theMX5200. In particular,Dr.

Kurfessdemonstratedtheremovalof. screwsfromthe_ throughtheopening,

CPX-0034Cat 0:05-0:30,andphotographsshowthe— visiblethroughthe opening

from below. CX-1877C (Kurfess DWS) at Q&A.829 (citing CX-0305C). Although the

MXSZOOOseries does not infringe the “service opening” limitation, as discussed above, the 

- is a serviceablecomponentthat meetsthe “overlying”limitationof the claim for the

alleged opening. I H W _ '

Dr. Kurfess also identifies the keypad in each of the accused ATMs as a component

overlying the service opening. CX-1877C (Kurfess DWS) at Q&A.822-833. As discussed
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above in the context of the “service opening” limitation, however, the keypad in each of the

accusedATMs extends through the alleged service opening with at least - screws for the

mounting bracket in each ATM being located below the service opening. See RX-l5l3C

(Reinholtz RWS) at Q&A.l02-l l3. Dr. Kurfess contends that when the fascia is rotated in the

Halo and Halo II, the keypad “further” overlies the service opening, CX-1877C (Kurfess DWS)

at Q&A.831, but the evidence shows that the keypad remains partially below the service opening

even in this rotated position. RX-1513C (Reinholtz RWS) at Q&A.l05, 107; see also CPX-0025

at 0:l5-0:20, CPX-0023 at 0:10-0:20. The keypad thus extends through the alleged opening in

every one of the accused ATMs, and this positioning does not literally infringe the “overlying”

limitation of claim l of the ’616 patent.

Diebold argues that although the keypad does not literally overlie the service opening,

this limitation is infringed tmder the doctrine of equivalents. CIB at 39. Dr. Kurfess opines that

the openings in the accused products perform the claimed ftmction of allowing service of

components that would have been otherwise inaccessible if not for the opening. CX~l877C

(Kurfess DWS) at Q&A.834. Diebold argues that the accused ATMs perform this flmction in

the same way as the ’6l6 patent by the relative position of the component in relation to the

opening. CIB at 39. But this stretches the doctrine of equivalents beyond any reasonable limits.

The keypads in.the accused ATMs are accessible for servicing in a substantially different way

from the claimed invention; the keypads are serviceable components that extend down through

the opening rather than overlying the opening and relying on service access through the opening.

The keypads in the accused ATMs do not infringe this limitation either literally or under the

doctrine of equivalents. ’

Accordingly, only the Halo II and the MX5200 series ATMs have been shown to infringe
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the “overlying” limitation of claim l of the ’616 patent. The Halo and MX5600 series ATMs

have not been shown to infringe the “overlying” limitation.”

. 7. The “upper wall” limitation (claims 6, 26)

Claim 26 and dependent claim 6 require an “upper wall in supporting connection with the

tray . . . wherein the service point is disposed between the wall and the service opening” ’616

patent at 8:43-47, 11:19-23. Nautilus contends that the “upper wall” identified by Diebold in the

accused ATMs does not meet the claimed limitation. RIB at 43-45. For the Halo series,

Dr.Kurfessidentifiesan astheclaimedupperwall. cx-18770 (KurfessDWS)at

Q&A.91O. For the Halo II, MX5200, and MX560Oseries, Dr. Kurfess identifies a “

—.” Id. at Q&A.911-913. Nautilus argues that these components are part of the fascia in the

accused ATMs and that the fascia must be a distinct structure from the “upper wall,” relying on

the opinions of Dr. Reinholtz. RIB at 43-45; RX-1513C (Reinholtz RWS at Q&A.l 17-128.

Diebold argues that Nautilus is improperly reading a limitation from the specification into the

claims. CIB at 44-45, CRB at 14-15.

I agree with Diebold that there is no requirement in the claims that the “upper wall” be

separate from the fascia. Although these are identified as separate structures in the preferred

embodiment, see ’616 patent at 4:12-16, 46-51 (Figs. 6, 8), there is no statement in the

specification making an explicit distinction between the upper wall and fascia, and Nautilus has

not explained why distinguishing these two structures is important to the invention. The claims

also do not support Nautilus’s non-infringement argument. Notably, there are no claims in the

’616 patent that claim both an “upper wall” and a “fascia.” Whilerdependent claim 6 describes _

“an upper wall in supporting connection with the tray, the wall disposed above the service

6The MXSOOOand MX5300 series ATMs are not accused of ‘infringing claim 1.
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opening,” id. at 8:43-47, dependent claim l0 separately describes “a fascia in supporting

connection with the tray, and wherein the fascia covers the first opening when the tray is in the

second position.” Id. at 8:62-65. These two claims are separately dependent upon claim l, and

there is nothing that precludes Diebold from identifying a structure as the upper wall of claim 6

that is also part of the fascia of claim 10. The intrinsic evidence does not support Nautilus’s

reading of this claim limitation.

As discussed above, however, neither the Halo, Halo ll, or MX520() series ATMs have an

infringing “service opening,” and thus these products do not have an infringing “service point”

that is “disposed between the wall and the service opening.” For the MX5600, Dr. Kurfess

identifies - screwsthat are disposed betweenthe service openingand the fascia ledge. These

include the thumbscrews that Dr. Kurfess was able to access through the opening, demonstrating

infringement of the “service opening” limitation. Accordingly, the MX5600 literally infringes

the “upper wall” limitations of claim 6 and 26.7 The Halo, Halo II, and MX5200 series ATMs

do not infringe this limitation because they do not include an infringing “service opening.”8

\ 8. The “fascia” limitation (claims 10, 27)

Claim 27 and dependent claim 10 require “a fascia in supporting connection with the

tray, and wherein the fascia generally covers the first opening when the tray is in the second

position.” ’616 patent at 8:62-65, ll:4l -43. The parties do not dispute that each of the accused

ATMs includes a fascia that meets this limitation. CIB at l7-l8, 20-21. Diebold relies on

testimony from Dr. Kurfess regarding this limitation. CX-1877C (Kurfess DWS) at Q&A.972

1006, ll6O-1182. Accordingly, I find that the Halo, Halo II, MX§200, and MX_56O0series

7The MX56OOdoes not infringe claim 6 because it does not meet the “overlying” limitation of
claim l, as discussed above.
8 The MXSOOOand MX5300 series ATMs are not accused of infringing claims 6 or 26.
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ATMs infringe the “fascia” limitation of claim l0 (although none of these ATMs infringe claim

1), and the Halo, Halo II, MXSOOO,MX5200, MX5300, and MX5600 series ATMs infringe the

“fascia” limitation of claim 27 (although only the MX560Oinfringes the “service opening”

limitation of claim 27).

9. Additional dependent claims (claims 5, 7, 8, 16)

The limitations in dependent claims 5, 7, 8, and 16 are either undisputed or redundant of

other limitations that have been discussed above, and none of these claims are infringed by any

accused ATMs because none of the accused ATMs infringe all the limitations of independent

claim l. \

Claim 5 requires that the claimed first serviceable component “includes a keypad,” that

“the keypad overlies the service opening in an operative position of the keypad,” and that “the

keypad is removable through the service opening when the tray is in the first position.” ’616

patent at 8:38-42. Diebold accuses the Halo, MX5200, and MX56OOseries ATMs of infringing

claim 5, based on testimony from Dr. Kurfess. CIB at 16-17 (citing CX-1877C (Kurfess DWS)

at Q&A.876-902). Although there is no dispute that each of these ATMs includes a keypad,

these keypads do not overlie the accused service opening, as discussed above in the context of

the “overlying” limitation of claim 1. In addition, the Halo and MX5200 series ATMs do not

infringe the “service opening” limitations of claim l. Accordingly, the Halo, MX5200, and

MX56OOseries ATMs do not infringe claim 5.

Claim 7 requires that the claimed first serviceable component “includes a keypad,” that

“_VV_l161'1the keypadis in an operative position the keypad is in supporting connection with the

upper Wall,” and that “the keypad is removable through the service opening when the tray is in

the first position.” ’616 patent at 8:48-53. Diebold accuses the Halo, Halo ll, MX5200, and
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MX5600 series ATMs of infringing claim 7, based on testimony from Dr. Kurfess. CIB at 17

(citing CX-1877C (Kurfess DWS) at Q&A.934-958). There is no independent dispute regarding

" these claim limitations, see RRB at 17, but none of these ATMs infringe claim 7 because they do

not meet all the limitations of claim 1.

Claim 8 requires that the upper wall of claim 6 “includes an access opening,” and the

keypad of claim 7 “extends through the access opening in the operative position.” ’6l6 patent at

8:54-56. Diebold accuses the Halo, Halo II, MX5200, and MX5600 series ATMs of infringing

claim 8, based on testimony from Dr. Kurfess. CIB at 17 (citing CX-1877C (Kurfess DWS) at

Q&A.962-968). There is no independent dispute regarding these claim limitations, see RRB at

17-18, but none of these ATMs infringe claim 8 because they do not meet all the limitations of

claim l.

Claim 16 requires “a chest positioned below the interior area, and wherein the service

opening is disposed outward and above the chest when the tray is in the first position.” ’6l 6

patent at 9:37-41. Diebold accuses the Halo, Halo II, MX5200, and MX560O series ATMs of

infringing claim 16, based on testimony from Dr. Kurfess. CIB at 17 (citing CX-1877C (Kurfess

DWS) at Q&A.l0l0-1022). There is no independent dispute regarding these claim limitations,

see RRB at 17-18, but none ofthese ATMs infringe claim 16 because they do not meet all the

limitations of claim 1.

10. Summary of infringement findings

Only one of the accused ATMs, the MX5600, infringes any of the asserted claims of

the _’616patent. The MX560O infringes claims 26 and 27, but it does not infringerclaims 1, 5-8,

10, or 16. .

The Halo, Halo ll, and MX5200 series ATMs do not infringe claims 1, 6-8, 10, 16, 26 or
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27. The Halo and MX52OOseries ATMs do not infringe claim 5. The MX5000 and MX5300 do

not infringe claims 26 and 27 (and were not accused of infringing the other asserted claims).

C. DomesticIndustry - Technical Prong

Diebold contends that the Opteva 500, Opteva 520, Opteva 522, Opteva 560, and Opteva

720 series ATMs practice claims 1, 5-8, 10, 16, 26, and 27 of the ’6l6 patent. CIB at 47-49.

1. Legal Standards

To meet the technical prong, the complainant must establish that it practices at least one

claim of the asserted patent. Certain Point of Sale Terminals and Components Thereofi Inv. No.

337-TA-524, Order No. 40 at l7-l8 (April ll, 2005). “The test for satisfying the ‘technical

prong’_o[ the industry requirement is essentially [the] same as that for infringement, i.e., a

comparison of domestic products to the asserted claims.” Alloc v. U.S. Int ’l Trade Comm ’n,342

F.3d 1361, 1375 (Fed. Cir. 2003).

2. Domestic Industry Products

Diebold groups its domestic industry ATMs into five series. CIB at 47-49. The Opteva

500 series includes the Opteva 590, Opteva 500r, and Opteva 500e. la‘. at 47. The Opteva 520

ATM is in its own series. Id. The Opteva 522 series includes the Opteva 522r and Opteva 522e.

Id. at 48. The Opteva 560 is in its own series, and the Opteva 720 is in its own series. Ia’.at 48

49. Diebold relies on thetestimony of Dr. Kurfess to group these ATMs, CX-l877C (Kurfess

DWS) at Q&A.1 189-1200, zmdthere is no dispute regarding this grouping for the purpose of

analyzing the practice of the ’616 patent. CIB at 47-49; RIB at 49-53.

3. Undisputed Limitations (claims 1, 26, 27)

The patties do not dispute the majority of the limitations in the asserted independent

claims. CIB at 49-55; RRB at 18-21. 'The only disputed limitations are the “service opening”

\
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and “second position” limitations. Diebold relies on the testimony of Dr. Kurfess for

infringement ofclaims 1, 26, and 27. See CX-1877C (Kurfess DWS) at Q&A.1201—1375(claim

1), 1516-1541 (claim 26), 1542-1561 (claim 27). I find that this evidence is suffieient to show

that the asserted Opteva ATMs practice the undisputed limitations of claims 1, 26, and 27. The

disputed limitations are discussed further below.

4. The “service opening” limitation (claims 1, 26, 27) ‘

The primary dispute regarding the technical prong mirrors the parties’ arguments on

infringement. As discussed above, the “service opening” limitation requires an opening through

which serviceable components are accessible for servicing, where the opening enables access to

the serviceable components. Dr. Kurfess identifies a “service opening” at the front of the rollout

tray in each of the domestic industry ATMs. CX-1877C (Kurfess DWS) at Q&A.1279-1238.

Dr. Kurfess provides photographs from below the Diebold ATMs, showing the alleged service

openings. The photograph of the Opteva 500 shows an opening at the bottom of the rollout tray

with visible screws that appear to be accessible through the opening.

r ,—~ ~

W“ lluimuml

CX-1162C; see also CX-1877C (Kurfess DWS) at Q&A.1279. The photograph of the Opteva

520 similarly shows an opening at the bottom of the rollout tray with visible screws that appear
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to be accessible through the opening.

_J—'— ' '

re? rt.
|mlHi

lfi

CX—l176C;see also CX-1877C (Kurfess DWS) at Q&A.1280. The photograph of the Opteva

522 also shows an opening at the bottom of the rollout tray with visible screws that appear to be

accessible through the opening.

,._' _

CX-1170C; see also CX-1877C (Kurfess DWS) at Q&A.1281, The photograph of the Opteva

560 also shows an opening at the bottom of the rollout tray with visible screws that appear to be

accessible through the opening.
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CX-1182C; see also CX-1877C (Kurfess DWS) at Q&A.l282. Finally, the photograph of the

Opteva 720 also shows an opening at the bottom of the rollout tray with visible screws that

appear to be accessible through the opening.

l

CX-0821C; see also CX-1877C (Kurfess DWS) at Q&A.l283. Dr. Kurfess further relies on

service manuals for the Diebold Opteva ATMs, depicting service of the keypad from below the

rollout tray. CX-1877C (Kurfess _DWS)at Q&A.l288-1292 (citing CX-l 113C (Opteva 500

manual), (JX-1114C (Opteva 520 manual), CX-1121C (Opteva 522 manual), CX-l 136C (Opteva

560 manual), CX-0137C (Opteva 720 manual). Diebold also submits the testimony of David

Kraft, a Diebold employee, who testifies that he personally removed the keypad from the Opteva
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ATMs by extending a screwdriver through the opening. CX-1888C (Kraft DWS) at Q&A.4-22 

(Opteva 500), 28-41 (Opteva 520), 55-65 (Opteva 522 front load), 71-81 (Opteva 522 rear load),

87-103 (Opteva 560), 109-122 (Opteva 720 front load). Another Diebold employee, Sean

Rogers, testifies that he has observed the removal and replacement of keypads through the

service opening in Diebold ATMs. CX-1875C (Rogers DWS) at Q&A.69-73.

Nautilus argues that Dr. 'Kurfess’s evidence is insufficient to show that there is a “service

opening” meeting the limitations of the ’6l6 patent because he has not shown that service

personnel actually perform real or meaningful service through the identified openings. RIB at 48

49; RRB at 18-21. Nautilus dismisses the testimony of Mr. Kraft and Mr. Rogers by arguing that

they are not service technicians and do not train service technicians. RRB at l9-20. Nautilus

further identifies pages in the Opteva 500 manual instructing technicians to remove the fascia

assembly (with the keypad attached) before removing the keypad. CX-1113C at

972DBD0005784; see Tr. (Kurfess) at 425:3-7. Although this is compelling evidence that

service technicians would not typically service the keypad through the opening while it is on the

rollout tray, the asserted claims are apparatus claims, and as discussed above, the intent of the

designer is not critical to infringement. The “service opening” limitation merely requires that the

opening enables access to the serviceable components, and the photographs, manuals, and

witness testimony confirm that the openings in each of the Opteva ATMs enable access to a

keypad for servicing. " _

Nautilus raises a secondary argument that the alleged “service opening” in the Opteva

520, _Opteva__560,and Opteva 720 series is not “extending throughthe wall portion” of the rollout

tray as required by claim l, and is not part of the rollout tray, as required by claim 26. RIB at

50-52; RRB at 20-21. Nautilus argues that the alleged openings are merely gaps between the end
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of the rollout tray and the fascia. See CX-l 176C; CX-l 182C; CX-0821C. Diebold argues that

there are extensions of the rollout tray that border the openings in these ATMs that should be

considered part of the rollout tray. CIB at 60; CRB at 19. I agree with Diebold that the openings

created by these extensions are sufficient to meet the “rollout tray including a sen/ice opening”

ofclaim 26. However, the openings created by these extensions are not “through the wall

portion” of the rollout tray, as required by claim l. Nevertheless, I find that these openings meet

this limitation under the doctrine of equivalents. An opening that extends from the end of a

bottom wall portion to the end of the rollout tray is insubstantially different from an opening that

extends through the wall portion. This opening performs the same fimction of enabling access to

serviceable components in the same way, with the same result.

Accordingly, I find that all of the asserted Opteva ATMs practice the “service opening”

limitation of claims l, 26, and 27.

5. The “second position” limitation (claims 1, 26, 27)

Nautilus further argues that Diebold has failed to establish that the Opteva ATMs practice

the limitation of claims l, 26, and 27 requiring a second position wherein the claimed service

opening “is not accessible from outside the housing.” RIB at 29-50; RRB at 21-22. The Diebold

Opteva ATMs have a “safe door” that allows access to the inside of the ATMs, and Nautilus

argues that Diebold failed to present sufficient evidence that the service opening is not accessible

through these doors. Id. Nautilus’s argument.regarding access through the safe door was

directly addressed in Order No. 24, which denied summary judgment on this issue. Order No. 24

(Aug. 23, 2016). Nautilus now submits testimony from Dr. Reinholtz, raising questions as to

whether the service openings in the Opteva ATMs are accessible when the safe door is open.

RX-l5 l3C (Reinholtz RWS) at Q&A.l79-152. In particular, Diebold cites deposition testimony
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from a Diebold witness, Thomas Van Kirk, who states that part of the keypad can be seen when

the safe door is open. RX-0835C at 330110-22.

Nautilus fails to present any evidence, however, showing that the keypad or any other

component in any of the Opteva ATMs is accessible for servicing when the safe door is open.

Diebold admits that the keypad may be able to be seen through the service opening, but

Dr. Kurfess testifies that “you would not be able to perform real service through that opening.”

CX-1877C (Kurfess DWS) at Q&A.1309. This is confinned by the testimony ofDavid Kraft,

who verified that he could not service the keypad when the rollout tray is retracted or when the

safe door is open. CX-1888C (Kraft DWS) at Q&A.23-27 (Opteva 500), 42-46 (Opteva 520),

66-70 (Opteva 522 front load), 82-86 (Opteva 522 rear load), 104-108 (Opteva 560), 123-127

(Opteva 720 front load). Sean Rogers further corroborated this testimony. CX-1875C (Rogers

DWS) at Q&A.73-78. This evidence is more than sufficient to carry Diebo1d’s burden on this

limitation.

Accordingly, I find that all of the asserted Opteva ATMs practice the “second position”

limitation of claims 1, 26, and 27.

6. The “upper wall” limitation (claims 6, 26)

The “upper wall” limitation of claims 6 and 26 is not contested for domestic industry.

CIB at 51-52. Diebold submits testimony from Dr. Kurfess identifying an “upper wall” in each

ofthe asserted Opteva ATMs. CX-1877C (Kurfess DWS) at Q&A.1408-1435, 1537-1540. I

find that this evidence is sufficient to show that the asserted Opteva ATMs practice this

limitation. ' '

7. The “fascia” limitation (claims 10, 27)

The “fascia’_’limitation of claims 10 and 27 is not contested for domestic industry. CIB at
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52-55. Diebold submits testimony from Dr. Kurfess identifying a “fascia” in each of the asserted

Opteva ATMs. CX-1877C (Kurfess DWS) at Q&A.l474-1497, 1557-1560. I find that this

evidence is sufficient to show that the asserted Opteva ATMs practice this limitation.

8. Additional dependent claims (claims 5, 7, 8, 16)

The limitations of claim 5 related to the keypad are not contested for domestic industry.

CIB at 50. Diebold submits testimony from Dr. Kurfess identifying a “keypad” in each of the

asserted Opteva ATMs. CX-1877C (Kurfess DWS) at Q&A.l378-1390. I find that this

evidence is sufficient to show that the asserted Opteva ATMs practice this limitation.

The limitations of claim 7 related to removing the keypad through the service opening are

not contested for domestic industry. CIB at 51. Diebold submits testimony from Dr. Kurfess

identifying a “keypad” in each of the asserted Opteva ATMs. CX-1877C (Kurfess DWS) at

Q&A. 1439-1453. I find that this evidence is sufficient to show that the asserted Opteva ATMs

practice this limitation.

The limitations of claim 8 related to the keypad and upper wall are not contested for

domestic industry. CIB at 51-52. Diebold submits testimony from Dr. Kurfess identifying a

“keypad” in each of the asserted Opteva ATMs. CX-1877C (Kurfess DWS) at Q&A.l457-1470.

I find that this evidence is sufficient to show that the asserted Opteva ATMs practice this

limitation.

The limitations of claim 16 related to the chest are not contested for domestic industry.

CIB at 51-52. Diebold submits testimony from Dr. Kurfess identifying a “keypad” in each of the

asserted Opteva ATMs. CX-1877C (Kurfess DWS) at Q&A.l501-1514. I find that thisr __

evidence is sufficient to show that the asserted Opteva ATMs practice this limitation.

Accordingly, I find that the Opteva 500, Opteva 520, Opteva 522, Opteva 560, and
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Opteva 720 series ATMs practice claims 1, 5-8, 10, 16, 26, and 27 of the ’6l6 patent.

D. Invalidity

Nautilus contcnds that the ’616 patent is invalid in view of the Diebold 1064i ATM and

U.S. Patent No. 6,068,101 to Dickinson (RX-0027, “Dickinson”). RIB at 52-88. The application

that led to the ’6l6 patent was filed on June 2, 1998, with a provisional application filed on 1

November 28, 1997. JX-0001.

1. Legal Standards

It is the respondent’s burden to prove invalidity, and the burden of proof never shifts to

the patentee to prove validity. Scanner Techs. Corp. V.ICOS Vision ‘Sys.Corp. N. V, 528 F.3d

1365, 1380 (Fed. (Cir.2008). “Under the patent statutes, a patent enjoys a presumption of

validity, (see35 U.S.C. § 282, which can be overcome only through facts supported by clear and

convincing evidence . . . .” SRAM Corp. v. AD-IIEng’g, Inc., 465 F.3d 1351, 1357 (Fed. Cir.

2006); see also Microsoft Corp. v. i4i Ltd. P ‘ship, 131 S. Ct. 2238, 2242-2253 (2011) (upholding

the “clear and convincing” standard for invalidity).

. The clear and convincing evidence standard placed on the party asserting an invalidity

defense requires a level of proof beyond the preponderance of the evidence. Although not

susceptible to precise definition, “clear and convincing” evidence has been described asevidence

that produces in the mind of the trier of fact “an abiding conviction that the truth of a factual

contention is ‘highly probable.” Price v. Symsek, 988 F.2d 1187, 1191 (Fed. Cir. 1993) (quoting

Buildex, Inc. v. Kason Indus, Ina, 849 F.2d 1461, 1463 (Fed. Cir. 1988)).
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a. Anticipation

Pursuant to 35 U.S.C. § 102,9a patent claim is invalid as anticipated if:

(a) the invention was known or used by others in this country, or patented or
described in a printed publication in this or a foreign country, before the
invention thereof by the applicant;

(b) the invention was patented or described in a printed publication in this or a
foreign country or in public use or on sale in this country, more than one year
prior to the date of the application for patent in the United States;

(e) the invention was described in (1) an application for patent, published under
section 122(b), by another filed in the United States before the invention by the
applicant for patent or (2) a patent granted on an application for patent by another
filed in the United States before the invention by the applicant for patentg”

(g)(2) before such person’s invention thereof, the invention was made in this
country by another inventor who had not abandoned, suppressed, or concealed
it. .

35 U.S.C. § 102 (2008). “A patent is invalid for anticipation if a single prior art reference

discloses each and every limitation of the claimed invention. Moreover, a prior art reference

may anticipate without disclosing a feature of the claimed invention if that missing characteristic

is necessarily present, or inherent, in the single anticipating reference.” Schering Corp. v.

Geneva Pharm, 1nc., 339 F.3d 1373, 1377 (Fed. Cir. 2003) (citations omitted). 

b. Obviousness 

Section 103 of the Patent Act states:

A patent may not be obtained though the invention is not identically
‘ disclosed or described as set forth in section 102 of this title, if the

differences between the subject matter sought to be patented and the prior
art are such that the subject matter as a whole would have been obvious at
the time the invention was made to a person having ordinary skill in the art
to which said subject matter pertains. Patentability shall not be negatived
by the marmer in which the invention was made.

9As explained in the revision notes and legislative reports in 35 U.S.C.A. § 100 (May 13, 2015),
the language of 35 U.S.C. § 102 that was effective prior to the America Invents_Act controls in
this Investigation.
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35 use. § lO3(a)(200s).1°

“Obviousness is a question of law based on underlying questions of fact.” Scanner

Techs, 528 F.3d at 1379. The underlying factual detenninations include: “(l) the scope and
, _

content of the prior art, (2) the level of ordinary skill in the art, (3) the differences between the

claimed invention and the prior art, and (4) objective indicia of non-obviousness.” Id. (citing

Graham v. John Deere C0., 383 U.S. 1, 17-18 (1966)). These factual determinations are often

referred to as the “Graham factors.” ‘

The critical inquiry in determining the differences between the claimed invention and the

prior art is whether there is a reason to combine the prior art references. KSR Int ’lC0. v. Teleflex

Inc, 550 U.S. 398, 418-21 (2007). In KSR, the Supreme Court rejected the Federal Circuit’s

rigid application of the teaching-suggestion-motivation test. While the Court stated that “it can

be important to identify a reason that would have prompted a person of ordinary skill in the

relevant field to combine the elements in the way the claimed new invention does,” it described a

more flexible analysis:

Often, it will be necessary for a court to look to interrelated teachings of
multiple patents; the effects of demands known to the design community
or present in the marketplace; and the background knowledge possessed
by a person having ordinary skill in the art, all in order to determine
whether there was an apparent reason to combine the known elements in
the fashion claimed by the patent at issue . . . . As our precedents make
clear, however, the analysis need not seek out precise teachings directed to
the specific subject matter of the challenged claim, for a court can take
account of the inferences and creative steps that a person of ordinary skill
in the art would employ.

Id. at 418. Since KSR, the Federal Circuit has announced that, where a patent challenger _

contends that a patent is invalid for obviousness based on a combination of prior art references,

10See supra, n.9.
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“the burden falls on the patent challenger to show by clear and convincing evidence that a person

of ordinary skill in the art would have had reason to attempt to make the composition or device .

. . and would have had a reasonable expectation of success in doing so.” PharmaStem ,

Therapeulics, Inc. v. Viacell, Inc., 491 F.3d 1342, 1360 (Fed. Cir. 2007).

In addition to demonstrating that a reason exists to combine prior art references, the

challenger must demonstrate that the combination of prior art references discloses all of the

limitations of the claims. Hearing Components, Inc. v. Shure Inc., 600 F.3d 1357, 1373-1374

(Fed. Cir. 2010) (abrogated on other grounds by Nautilus, Inc. v. Biosig Instruments, Inc., 134

S.Ct. 2120 (2014)) (upholding finding of non-obviousness based on the fact that there was

substantial evidence that the asserted combination of references failed to disclose a claim

limitation); Velander v. Garner, 348 F.3d 1359, 1363 (Fed. Cir. 2003) (explaining that a

requirement for a finding of obviousness is that “all the elements of an invention are found in a

combination of prior art references”).

2. Diebold 1064i ATM

_The Diebold 1064i is an ATM that was released in 1992. See RX-0098C (1064i

Manual); RX-0087C (Diebold interrogatory response) at .004-005. Nautilus has identified a

manual for the 1064i ATM, dated October 1993 (RX-0098C), and relies on Dr. Reinl'1oltz’s

analysis of this manual and his inspection of a 1064iATM that was made available by Diebold

in Akron, Ohio. RX-1184C (Reinholtz DWS) at Q&A.99-164. Diebold argues that the 1064i
\ .

manual is not prior art because there is no evidence that it was available to the public, but

Nautilus is relying on the 1064i ATM itself, not the manual, as prior art. Similarly, Diebold

argues that there is no evidence.dating the 1064i ATM that Dr. Reinholtz inspected, but whether

or not that specific ATM is prior art is not dispositive. There is no dispute that there were 1064i
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ATMs on sale and in public use before the priority date for the ’616 patent, and both the manual

and the inspection of a physical ATM by Dr. Reinholtz are evidence of the structure of the 1064i

ATMs at that time. Where the manual and Dr. Reinholtz’s inspection show the same structure,

that is strong evidence of what existed in the prior art. Where there are discrepancies between

the manual and Dr. Reinholtz’s inspection, the evidence is less convincing.

a. Undisputed limitations

Dr. Reinholtz relies upon testimony from Douglas Kovacs, one of the inventors of the

’616 patent, that the only difference between the patent and the 1064i is the service opening.

RX-1 184C‘(Reinholtz DWS) at Q&A. 105. Diebold implicitly agrees with this contention, only

disputing limitations related to the claimed service opening in the 1064i. CIB at 66-68; CRB at

20-23. The “service opening” limitation is discussed in detail further below.

For the undisputed limitations of claim 1, Dr. Reinholtz cites evidence that the 1064i

A-TMis an “automated banking machine” with a “housing,” a “first opening,” and a “rollout

tray” with a “wall portion.” RX-1184C (Reinholtz DWS) at Q&A.107-110. He further cites

evidence that the rollout tray is moveable between “a first position wherein the tray extends

outward from the first opening” and “a second position wherein the tray is within the interior

area.” Id. at Q&A.125-126. Dr. Reinholtz further identifies “serviceable components” having

“service points.” Id. at Q&A.127-130. Dr. Reinholtz also identifies af‘keypad,” “upper Wall,”

and “chest” meeting the limitations of the asserted dependent claims. Id. at Q&A.136-147.

Dr. Reinholtz further identifies a separate prior art reference, U.S. Patent No. 5,734,136 to

Newcomer (“Newc0mer,” RX-0277), disclosing a keypad. 1d. at_Q&A.132-135. Dr. Reinholtz

cites this same evidence in support of his opinions on claims 26 and 27. Id. at Q&A. 148-164.

There is no dispute that the 1064i"ATMrenders these limitations anticipated or obvious, except
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to the extent that they implicate the “service opening” limitation.

b. Service opening

For the service opening limitation, Dr. Reinholtz identifies a small cutout in the rollout

tray that he photographed during his inspection of the 1064i. RX-1184C (Reinholtz DWS) at

Q&A.l l l.

\

RX-O730C. Dr. Reinholtz offers his opinion that there are serviceable components that can be

accessed through this opening. RX-1184C (Reinholtz DWS) at Q&A.l 12-1l4.

Diebold argues that Nautilus has identified no evidence that the identified opening

existed in the 1064i ATM prior to the filing of the ’6l6 patent, and there is no disclosure of such

an opening in the 1064i manual. CIB ar67-68; CRB at 23. The tray depicted in the manual does

not have any identified opening, and figures in the manual appear to show components, e.g., a

printer and a retained card bin, on that side of the tray.
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RX-0098C at 972DBD00047782; see also CX-1979C (Kurfess RWS) at Q&A.l22. All of these

components appear to be easily serviced from above, and Nautilus does not point to anything in

the manual describing service of a component through any opening from below the tray. It is

thus unclear whether lO64i ATMs at the time of the manual included the opening that

Dr. Reinholtz identifies, and unlikely that any such openings were used for service. The

discrepancy between the manual and Dr. Reinholtz’s inspection makes Nautilus’s evidence

regarding this limitation unclear and unconvincing.

Even if the inspected ATM was reliable evidence of the structure of 1064i ATMs

available prior to the critical date, the identified opening fails to meet the limitations in the _

construction for “service opening.” In the photographs cited by Dr. Reinholtz, it is apparent that

any screws or wires that are accessible through the opening are also accessible from above the

tray. The opening therefore does not enable service of any component, and does not disclose the

claimed “service opening.” Nautilus has failed to provide clear and convincing evidence that

this limitation was present in the 1064i ATM before the application for the ’6l 6 patent was filed,

and I therefore find that the asserted claims of the ’6l6 patent are not invalid in view of this prior

art device.
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c. Gussack

Nautilus argues that even if the claimed “service opening” is not present in the 1064i

ATM, it would have been obvious to modify the 1064i to include a service opening, relying on a

1953 patent, U.S. Patent No. 2,655,422 to Gussack (RX-0270, (“Gussack”). RIB at 60-61; RRB

at 27-28. Gussack is a patent that describes sliding drawers with removable panels that allow

access for servicing components from below the drawer. RX-0270 at 5:55-69. Dr. Reinholtz

testifies that it would have been obvious for one of ordinary skill in the art to modify the rollout

tray in the 1064i ATM to include a service opening as disclosed in Gussack. RX-l 184C

(Reinholtz DWS) at Q&A.l22-124. Nautilus argues that Gussack teaches the well-known

concept of providing service access from below the bottom of a slide-out tray and that a skilled

artisan would be able to use this concept to modify the 1064i to include the claimed service

opening. RRB at 28.

Diebold argues that Gussack is fundamentally incompatible with the rollout tray in the

1064i. CIB at 69-70; CRB at 23-24. In particular, Diebold argues that the components in the

1-064iare already serviceable from above, and there is no need for any service opening in the

bottom of the rollout tray. VId. Moreover, the removable panels in Gussack constitute the entire

bottom of the drawer, which would be incompatible with the rollout tray in the 1064i, which has

several components attached to it. CX-1979C (Kurfess RWS) at Q&A.2l '7.

I agree with Diebold that Nautilus has failed to show that one of ordinary skill in the art

would have applied the teachings of the removable panel of Gussack to the rollout tray in the

1064i ATM. Althoughflthe Supreme Courtdeemphasized rigid tests for obviousness in l(1S‘R,the

court recognized that “[a] patent composed of several elements is not proved obvious merely by

demonstrating that each element was, independently, known in the prior art,” and “it can be
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important to identify a reason that would have prompted a person of ordinary skill in the art to

combine the elements as the new invention does.” 550 U.S. at 401. Nautilushas failed to

identify any credible reason to modify the rollout tray of the 1064i ATM with a service opening.

All of the components on the tray appear to be serviceable from the side or from above, and

Nautilus has not identified any reason that one of ordinary skill in the art would be motivated to

enable access to any serviceable component in the 1064i ATM from below. While Gussack

discloses drawers with side walls that may make access from below preferable to access from the

side or from above, the 1064i ATM has no such obstructions. There is no convincing evidence

that one of ordinary skill in the art would have modified the 1064i ATM with the removable

panels of Gussack, and I thus find that the asserted claims of the ’616 patent are not rendered

obvious by this combination of prior art.

3. Dickenson

Nautilus contends that the asserted claims of the ’6l6 patent are rendered obvious by

another patent, U.S. Patent No. 6,068,101 to Dickenson (“Dickenson," RX-0278), in

combination with certain other references. RIB at 72-87; RRB at 28-30. Dickenson was filed on

October ll, 1996, and it discloses a gaming machine containing a currency mechanism that

receives, sorts and dispenses bills upon a payout. RX-0278 at 2:1-5. There is no dispute that

Dickenson discloses an “automated banking machine” with a “housing” including a “first

opening,” but Diebold disputes Nautilus’s contentions with respect to almost every other claim

limitation, including the rollout tray, service opening, service points, and a removable keypad._

CIB at 70-77; CRB at 24-28.

a. Rollout Tray

Dr. Reinholtz identifies a currency mechanism mounted on a telescoping “trackway”
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disclosed in Dickenson as evidence for the presence of the claimed “rollout tray ” RX-1184C

(Reinholtz DWS) at Q&A 172 (citing RX-0278 at 5 11-16 Figs 2 5 6). . ,
<
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RX-0278 at Fig. 2. Diebold argues that this testimony is conclusory, and that 1tfails to meet

Nautilus’s burden to show invalidity by clear and convincing evidence. CIB at 71-72 The

presence of a rollout tray with a wall portion meeting the limitations of the 616 patent are

confinned, however, by cross-sectional views of the currency mechanism and trackway 1I'1

Dickenson. g
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burden to show that Dickenson discloses a rollout tray.
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b. Service Opening ‘

Dr. Reinholtz highlights a portion of Figure 4 of Dickenson asan alleged “service

opening” in the rollout tray.

RX-l l84C (Reinholtz DWS) at Q&A.l75 (citing RX—0278at Fig. 4). Dr. Reinholtz admits that

\\ \ 0

Dickenson does not explicitly describe any opening in the location that he highlights, nor does

Dickenson describe the servicing of any components through any alleged opening. Id.

Nevertheless, Dr. Reinholtz points to other structures in Dickenson, including a coin slot, that

point toward the presence of an opening in the location indicated. Id. at Q&A.l76. Dr. Kurfess

testifies in rebuttal that neither the text nor figures in Dickenson disclose the opening highlighted

by Dr. Reinholtz. CX-1979C (Kurfess RWS) at Q&A.29l-294. Dr. Kurfess states that the lines

identified by Dr. Reinholtz are merelyused to indicate the relationships between different parts

of Figure 4, not to show any opening. Id. A full view of Figure 4 appears to confirm

Dr. Kurfess’s interpretation. I l
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RX-0278 at Fig. 4. The presence of an opening in the location identified by Dr. Reinholtz is at

bestambiguous. Even if the opening were disclosed in Dickenson, there is no evidence that it

meets any of the limitations of a “service opening” as claimed in the ’6l6 patent. _Thereis no

description of service through any such opening in Dickenson; Dr. Reinholtz merely opines that

it would be “obvious to try” to service the keypad through the alleged opening. RX-1184C

(Reinholtz DWS) at Q&A.179. Even if this testimony were credible, it cannot meet the

limitations in the claim construction for “service opening,” which require that the opening enable

access to serviceable components. The sides of the Dickenson rollout tray are open, and the

keypad and other components appear to be readily accessible from the side. In this open design,

any alleged opening in the location identified by Dr. Reinholtz would not enable access to

service and thus would not meet this limitation.

Nautilus has failed“to present clear and convincing evidence of any opening in the rollout

tray of Dickenson, and the alleged opening identified by Dr. Reinholtz does not meet the

limitations of a “service opening.”
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c. “First position” and “second position”

Notwithstanding the absence of any “service opening,” there is no dispute that Dickenson

discloses a tray that is movable between a first position outside the housing, where the alleged

opening would be accessible, and a second position inside the housing, where the alleged

opening would not be accessible. See RX-1184C (Reinholtz DWS) at Q&A.18l-182.

d. “Serviceable component having a service point”

Nautilus contends that Dickenson discloses a keypad and LED display that are

serviceable components within the meaning of the claims of the ’616 patent. See RX-1184C

(Reinholtz DWS) at Q&A.l83-184. Conceding that there is no explicit disclosure of a service

point on the keypad or LED display in Dickenson, Dr. Reinholtz proposes an obviousness

combination WithU.S. Patent No. 5,734,136 to Newcomer (“Newcomer,” RX-0277), which

discloses a keypad with screws that can be serviced with an appropriate tool. RX-1184C

(Reinholtz DWS) at Q&A.185-188. I agree with Nautilus that it would have been obvious to one

of ordinary skill in the art that the keypad and LED display in Dickenson have service points,

such as screws, and that it would have been obvious to use different keypad designs, such as the

one disclosed in Newcomer. There is no evidence, however, that any service points for the

machine in Dickenson would be accessible for service through any service opening. As

discussed above, there is no service opening disclosed in Dickenson, and both the keypad and

LED display are accessible from the side. Accordingly, while Dickenson and Newcomer render

the “service point” limitations obvious, these references fail to disclose that the service points are

“accessible from outside the housing . . . through the service opening.”

Accordingly, I find that the asserted claims of the ’616 patent are not invalid in view of

Dickenson alone or i11combination with Newcomer.
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4. Secondary Considerations of Non-Obviousness ‘

Diebold identifies certain secondary considerations of non-obviousness that relate to the

’6l6 patent, including a long-fclt need, copying, and commercial success. CIB at 77-79.

Although this issue is moot in light of Nautilus’s failure to make aprima facie case for

obviousness, Diebold’s evidence on secondary considerations is weak and self-serving, and

would be entitled to no weight if the ’6l6 patent were found to be obvious.

Diebold’s evidence regarding a long-felt need rests solely upon the testimony of one of

the inventors, Douglas Kovacs, that the invention “solved a large problem for the service

organization” of “having to remove the fascia and the monitor to get to the keypad.” CX-1979C

(Kurfess RWS) at Q&A.378 (citing RX-0820C (Kovacs Dep. Tr. at 290:1 l-18). This is not

objective evidence that helps place the prior art in the context of the time of the invention, but

the type of hindsight testimony from an interested party that secondary considerations are

supposed to counteract. See Minlz v. Dietz & Watson, Ina, 679 F.3d 1372, 1378 (Fed. Cir. 2012)

(These objective criteria thus help turn back the clock and place the claims in the context that led

to their invention”). Diebold presents no evidence of copying other than Dr. Kurfess’s

infringement opinions. CX-1979C (Kurfess RWS) at Q&A.379-3 80. The Federal Circuit has

consistently found such evidence to be insufficient to show copying, which “requires the

replication of a specific product,” which may be shown by evidence of reverse-engineering or

that a competing product is a virtually identical replica.” Iron Grip Barbell C0. v. USASports,

Inc., 392 F.3d 1317, 1325 (Fed. Cir. 2004). As discussed above, most ofNautilus’s ATMs do

not infringe the asserted claims of the ’6l6 patent, and there is no evidence that the design of any

of the accused ATMs was copied from Diebold. Diebold’s evidence of commercial success is

similarly conclusory and fails to tie the sales_ofDiebo1d ATMs to the ’6l 6 patent. See CX
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1979C (Kurfess RWS) at Q&A.381-3 83; Wm. Wrigley Jr. Co. v. Cadbury Adams USALLC, 683

F.3d 1356, 1363-65 (Fed. Cir. 2012) (“Our case law clearly establishes that the patentee must

establish a nexus between the evidence of commercial success and the patented invention”).

E. Laches

Nautilus argues that Diebold’s asseition of the ’616 patent should be barred based on the

equitable doctrine of laches. RIB at 88-92. “To prove laches, a defendant must show that the

plaintiff delayed filing suit an unreasonable and inexcusable length of time after the plaintiff

knew or reasonably should have known of its claim against thedefendant; and the delay resulted

inlmaterial prejudice or injury to the defendant.” See Wanlass v. General Elec. Co., 148 F.3d

1334, 1337 (Fed. Cir. 1998) (citations omitted). The viability of laches defenses in section 337

proceedings is currently before the Commission in Certain Lithium Metal Oxide Cathode

Materials, Lithium-Ion Batteries for Power Tool Products Containing Same, and Power Tool

Products with Lithium-Ion Batteries Containing Same (“Lithium-Ion Batteries”), lnv. No. 337

TA-951, Comm’n Notice (Oct. 11, 2016), 81 Fed. Reg. 71534-35 (Oct. 17, 2016) (scheduling

public hearing on laches, inter alia). The Supreme Court is also currently considering the

viability of laches defenses in the context of patent injunctions. See SCA Hygiene Products

Alctiebolag v. First Quality Baby Products, LLC, 807 F.3d 1311 (Fed. Cir. 2015) (en bane), cert.

granted 136 S.Ct. 1824.

Nautilus contends that Diebold knew of allegedly infringing Nautilus ATMs since at least2006. - RIBat88-91-
- (IX-19816(Hoover
RWS)atQ&A.42-45;RX-0094C(2007OEMagreement).—
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Id. at

Q&A.46; Tr. (Hoover) at 113:1-114:19;RX-0148C (Diebold letter dated Sept. 16, 2008). 

See CX-1682C (Kim Dpep.Tr.) at 109:2-15. Diebold 

arguesthatitdidnotunreasonablydelayinassertinginfringementbecause_

CX

l98lC (Hoover RWS) at Q&A.47-58; RX-0094C (2007 OEM agreement); RX-0l4lC

(inventory addendum to OEM agreement). Diebold further argues that Nautilus failed to show

sufficient evidence of prejudice. CIB at 244-245; CRB at 28-30.

Regardless of how the Commission decides the viability of laches defenses in Lithium

lon Batteries, I find that it fails in this investigation. The only Nautilus ATM that has been

found to infringe any claim of the ’6l6 patent is the MX5600, and there is no evidence that

Diebold unreasonably delayed in asserting its infringement claim against this ATM. Although

Nautilus has nieeented evidenee that

, thereisnesnehevidenceregarding
the MX5600. The only evidence of knowledge cited by Nautilus is deposition testimony from a

Diebold witness stating that “there arc product management individuals that are fully aware

when a competitor enters the market.” RX-0819C (Blackford Dep. Tr.) at 385:1-8. This

testimony is insufficient to show that Diebold knew or reasonably should have known of its

infringement claim prior to filing the complaint. As discussed above, there are material

differencesbetweenthe — seriesATMsand the MX5600regardingthe allegedservice

opening,andDiebo1d’sknowledgeof thestrnctureof the_ doesnotextendtothe

MX5600. Moreover,the differencesbetweenthc serviceopeningsin the _ seriesandthe
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MX56O0 are not open and notorious, but require access to the rollout tray using a key. See

Wanlass v. Fedders Corp, 145 F.3d 1461, 1467 (Fed. Cir. 1998) (reversing sumrnaryjudgment

on laches where “infringement could not be determined without purchasing the accused air

conditioner, dismantling it, and testing the motor insidc, and hence the allegedly infringing

activity was not open and notorious . . . .”). 

In addition, Nautilus has failed to carry its burden on prejudice, citing its expenditures in

the U.S. market but failing to establish a nexus between these expenditures and the alleged delay.

See State Contracting & Engineering Corp. v. Condotte America, Inc, 346 F.3d 1057, 1066-67

(Fed. Cir. 2003) (requiring defendant “to establish a nexus between the delay in filing suit and

their asserted economic injury.”). Moreover, Nautilus has failed to demonstrate any evidentiary

prejudice that can be tied to the alleged delay. Although one co-inventor of the ’616 patent,

Kim Lewis, was unavailable during this investigation, there is no evidence that he became

unavailable during the alleged period of delay. Similarly, there is no evidence that the

availability of prior art was affected during the alleged period of delay.

Accordingly, Nautilus has failed to show that Diebo1d’s infringement claims are barred

by the doctrine of laches.

IV. U.S. PATENT NO. 7,229,010
~.

The ’Ol()patent, entitled “Check Accepting and Cash Dispensing Automated Banking

Machine System and Method,” issued on June 12, 2007, from an application filed on March 8,

2006. Thomas A. Van Kirk, Jon E. Washington, Brian Jones, William D. Beskitt, Harry Thomas

Graef, David A. Peters, Damon J. Blackford, Dale H. Blackson, Edward L. Laskowski, Songtao _

Ma, Tim Crews, Kemieth Turocy, Douglas T. Dominick, Jason J. Smolk, Brian E. Lucas, and

Bradley Lightner are identified as ‘inventors, and Diebold is the assignee. A copy of the ’O10

76



PUBLIC VERSION

patent was admitted as JX-00O2,~andits file history is JX-0006.

A. Claim Construction

No claim construction disputes relating to the’Ol0 patent were raised prior to the

Markman hearing. See, generally, Diebold’s Initial Claim Construction Brief (Apr. 1, 2016);

Nautilus’s Initial Claim Construction Brief (Apr. 1, 2016). Diebold and Nautilus agreed that the

term “automated banking machine,” which appears in the preamble of claim 1, should be

construed to mean “any device which is used for carrying out transactions involving transfers of

value.” Order No. 17 (June 13, 2016) at 2. As the investigation progressed, however, a dispute

arose between the parties regarding the construction of the term “pair of disposed sheet

supporting rail portions,” which appears in claim 1. This claim construction dispute is addressed

below.

B. Infringement 

Diebold accuses Nautilus ATMs containing a bulk check acceptor module (“BCA”) of

infringing claims 1, 13, 14, 19, 20, 24, 25, and 26 ofthe ‘O10patent. CIB at 85-86. The model

numbers of the accused ATMs are the MX7600DR, MX76O0DS, MX7600FFL, MX76O0I,

MX7600R, MX7600T, MX76O0TL, MX76O0TR, and MX87O0TCX. Id. Nautilus raises two

non-infringement arguments. Its primary non-infringement argument is that the accused BCAs

do not have the “pair of disposed sheet supporting rail portions” as required by the asserted

claims. RIB at 99-104. Diebold contends that the accused BCAs satisfy this claim limitation

either literally or under the doctrine of equivalents. CIB at 92-96. Nautilus’s second argument is

that because the asserted claims contain limitations that are directed to functionalities provided __

by the ATMs, not the BCAs, the claims are not infringed by the importation of BCAs

unincorporated into ATMS. RIB at 104-05. Diebold counters that Nautilus’s importation of
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unincorporated BCAs constitutes indirect infringement of the asserted claims by way of

contributory infringement and induced infringement. CIB at 97-100.

1. Legal Standards

The legal standards for direct infringement are set forth above in the context of the ’6l6

patent. For the ’010 patent, Diebold also relies on theories of indirect infringement, including

contributory and induced infringement. . ‘

Contributory infringement requires the patentee to prove that: (1) there is an act of direct

infringement in violation of section 337; (2) the accused device has no substantial non-infringing

uses; (3) the component is a material part of the invention; and (4) the accused infringer

imported, sold for importation, or sold after importation within the United States, the accused

components that contributed to another’s direct infringement. Certain Electronic Devices With

Image Processing Systems, Components Thereof and Associated Software, Inv. No. 337-TA

724; Comm’n Op. (Dec. 21, 2011) at n.9 (citing Spansion, Inc. v. U.S Int’! Trade Comm ’n, 629

F.3d 1331, 1353 (Fed. Cir. 2010)). In addition to the foregoing factors, the patentee must also

demonstrate that the alleged infringer “knew that the combination for which its components were

especially made was both patented and-infringing.” Golden Blount, Inc. v. Robert H. Peterson

C0., 365 F.3d 1054, 1061 (Fed. Cir. 2004) (quoting Preemption Devices, Inc. v. Minn. Mining &

Mfg, Co., 803 F.2d 1170, 1174 (Fed. Cir. 1986)).

Section 271(b) of the Patent Act prohibits inducement: “[w]hoever actively induces

infringement of a patent shall be liable as an infringer.” 35 U.S.C. § 271(b). See DSU Med.

Corp. v. JMS Co., 471 F.3d 1293, 1305 (Fed. Cir. 2006) (en bane) (“TOestablish liability under

section 271(b), a patent holder must prove that once the defendants knew of the patent, they

actively and knowingly aided and abetted another’s direct infringement”) (citations omitted).
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“The mere knowledge of possible infringement by others does not amount to inducement;

specific intent and action to induce infringement must be proven.” Id (citations omitted). In

Suprema, Inc. v. International Trade Comm ’n,the Federal Circuit upheld the Commission’s

interpretation that the phrase “articles that infringe” in section 337 “covers goods that were used

by an importer to ‘directly infringe post-importation as a result of the seller’_sinducement.” 796

F.3d 1338, 1352-53 (Fed. cit. 2015).

2. The disputed limitation: “pair of disposed sheet supporting rail
portions”

Asserted claim l requires an automated banking machine with a “sheet item transport”

having a “pair of disposed sheet supporting rail portions.” ’Ol0 patent, col. 23:28-32. This

limitation is required by the remaining asserted claims, which depend directly or indirectly from

claim l. Nautilus argues that the accused BCA does not have a “sheet item transport” with a pair

of sheet supporting rails, while Diebold contends that this limitation is satisfied by the accused

BCA either literally or under the doctrine of equivalents. In order to understand the parties’

dispute, the structure and operation of the accused BCA must be understood.

a. The BCA

The BCA is an ATM module designed to accept and sort checks deposited in bulk, i.e.,

multiple checks deposited at the same time. The BCA itself is comprised of different modules.

Checks deposited into the BCA progress through different modules within the BCA until they

are storedin 2 checkstoragebins. CX-1877C(KurfessDWS)at Q&A.84;_CX-187C

(BCA Spare Parts Manual) at NH_972-00048987. This annotated schematic from a Nautilus

manual shows the location of the modules in the BCAi ’ ' ' ' K

79



PUBLIC VERSION

CX-187C (BCA Spare Parts Manual) at NH_972-00048987(annotations tinoriginal) .

i Deposited checks are accepted by the module. CX-1877C (Kurfess

DWS)atQ&A.84.The_ modulecanaccepta stackofchecks,aswellasa

singlecheck.Id. Ifa stackofchecksisdeposited,the— moduleseparatesthe

checks so that they can be further processed individually. Id. After the checks are separated, a

checkistranspoitedfromthe_ moduletothe_ module.The
i modulealignsthecheckit 1d_at
Q&A.91-93. The check is transported from the module to the

module. Id.at Q&A.104-O6.The— modulereadstheMICRhhe ofthe checkand

collectsimagesofthe_ ofthecheck.Id.at Q&A.107-10.Thecheckisthen
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transportedto the- module.Id.atQ&A.111-13.The- moduleholdsthecheck

w1ti1 - Id-atQ&A-114-11I
. thecheckisrranspomdtothe
module. Id. at Q&A.l 18. The - module endorses the check with informationrequired by the

bank or owner/operator of the ATM. Id. at Q&A.119-20. After it is endorsed, the check is

transportedto the— module,alsocalledthe“checkbox.” Id. at Q&A.12l. The

structure and operation of the check box is central to the parties’ dispute.

- Thecheckboxhasa storageareato storedepositedchecksconsistingof—

_- ld-arQ&A-121-<>a11st0r@upt<>—.whereas)

i:;...;~.u T;Ll»-(9DX¢3.ti€}16(2.(sh0wiiig§afi;annofaitedeyérseiqiiiif @1X§0i41C)??‘"‘."f*‘T"“'“jf“
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Checks are transported into the check box from CX-1877C (Kmfess DWS) atQ&A-133-'
Id.atQ&A-126,133.i

the belt transport moves the check to the bottom of the check

box. Hrg.Tr. (Reinholtz)at 549:5-9;555:7-22.As the checkis beingtransported—

- ofthecheck
passes between two moving walls. CX-1877C (Kurfess DWS) at Q&A.l33. The positions of

thebelttransport,the_, andthemovingwallsrelativeto eachotherareshownin the

following representation:

CDX-3.00200 (misspellingiin original); sée_aIsocx-18770 (1<mrems1>ws).mQ&A§132.

The belt transport and tension balls hold the check in an upright position as the check is

movedto the -the checkbox. CX-1877C(KurfessDWS)at Q&A.143.Themovement

of the check in the module is depicted in the following two representations: i
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CDX-3.001 tQ&A.134 7 i V

CDX-3.0022C; see also CX_-1877C(Kurfess DWS) at Q&A.135

Afterthe leadingedgeof the checkreachesthe ! of thecheckbox,a pushbar

moves between the movable walls and the belt transport-tension ball apparatus from one bin to

the other bin. CX-1877C (Kurfess DWS) at Q&A.l36-38. As a result of this movement, the

check is pushed into the bin to which the bar is moving. Id. at Q&A.138. For example, in order

to movea checkinto2, thepushbar is placedintoa waitingpositionin ! beforethe

83



PUBLIC VERSION

check is rnoved into position. Id. at Q&A.l39. The representation below depicts the push bar,

labelled“plunger”by Diebold’sexpert, in its waitingpositionin -:

‘CDX-3.0'02’4C; Cx-18'/7c (Kurfess DWS) at Q&A.l40. V VV

After the check is moved to the bottom of the check-box,the push bar moves into —

' ’c1)x-3,-00zs'c;' vcx-*1s77,c(Kurfess Dws) at 'Q&A.141.
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As the push bar movestoward 2, it comes into contactwith the check and the

moveablewall closest to I retracts away from the push bar so that the check can be pushed

into!: ,

CDX-3.0025C; CX-1877C (Kurfess DWS) at Q&A.141

To move a checkinto the push bar is moved to a waitingpositionin I and,

after the check is in position, moved into CX-1877C (Kurfess DWS) at Q&A. 139. In this

operation,the moveable wall closest to K retracts to facilitate the check’s movement into that

bin, while the moveablewall closestto _ remains in position. 1d.

b. The accused BCA does not have a sheet item transport with a
pair of disposed sheet supporting rail portions.

To satisfy claim l’s requirement of a “pair” of “rail portions,” Diebold identifies

structures in the accused BCA that it contends correspond to a first rail and a second rail. For the

firstrail,Dieboldidentifiesthefour- thatpressthecheckagainstthebelttransport.

Bypressingthecheckagainstthebelttransport,the_ ensurethatthecheckis

engaged with the belt transport. Hrg. Tr. (Reinholtz) at 549:5-9; 555:7-22. Nautilus does not

contestthatthe— identifiedbyDieboldarea “rail”withinthemeaningofthe patent.
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For the second rail, Diebold identifies the moveable walls. CIB at 92. Diebold does not,

however, argue that each moveable wall is a rail and that it can rely on either wall as a second

rail. Rather Diebold argues that both moveable walls together constitute a single rail. CIB at 92

(“The second sheet supporting rail portion is the moveable walls that are positioned on the

opposite side of the vertical transport and serve to guide the check into position for plunging in

either-2’); seealsoCX-1877C(KurfessDWS)atA263 (similar).Nautilus

advances several arguments as to why the moveable walls should not be considered to be a rail.

Nautilus argues that a claim limitation requiring a rail cannot be satisfied by a wall because walls

and rails are distinct structures. RIB at 36-38. Nautilus also argues that the claims require the

rails to be part of the sheet item transport and the BCA’s moveable walls play no role in the

transportation of checks into the check box. Id. Finally, Nautilus argues that the pair of

moveablewallsandthe_ aresodissimilarin termsof structureandfunctionthatthey

cannot be considered to be a “pair.”

For the Markman proceedings, neither party identified claim tenns from the ’010 patent

as needing claim construction. Although Diebold argues that Nautilus should be precluded fiom

advancing its non-infringement argument because Nautilus failed to identify “pair of supporting

rail portions” for claim construction, the onus was not on Nautilus to do so. Nautilus’s non

infringement argument is premised on the plain and ordinary meanings of common English

words: “pair,” “supporting,” and “rail.” In contrast, as explained below, Diebold’s infringement

argument is premised on claim constructions that are inconsistent the terms’ plain and ordinary

meanings.
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c. A wall is not a rail.

There is no dispute that the accused BCA’s movable walls are “Walls.” Diebold argues,

however, that the term “rail” should be construed to mean a structural member or support. CIB

at 93. Under this proposed construction, Diebold argues that “rail” encompasses “walls.”

Diebold does not cite any record evidence in support of its proposed construction.“ The only

evidence offered by either party conceming the definition of “rail” is the testimony of Nautilus’s

expert witness, who testified that a rail is a long and narrow member. RX-1513C (Reinholtz

RWS) at A244 (“An elongated member, or a long, narrow member, that something rides on is

typically what is thought of as a rail”). Dr. Reinholtz’s understanding of a rail is fully consistent

with the language of unasseited claims and the specification. _

Consistent with Dr. Reinholtz’s understanding of the tenn, the specification uses‘“rail” to

refer to long, narrow structures. This can be seen in Figure 29, which depicts “rail 562”:

HAlthough Diebold quotes portions of the definitions of “rail” from Merriam Webster Online
and American Heritage Dictionary (2000 Ed.), CIB at 93, the dictionary definitions were not
entered into evidence and the incomplete excerpts from those dictionaries contained in Diebold’s
briefing will not be considered.

87



PUBLIC VERSION

V 5&4

I552‘1/ ?
.1ii‘ J ‘

_ __Q\

( 1 .

\ ."at

i v FIG. 29

’010 patent, Fig. 29; see also ’010 patent, col. 152.4-10 _

Further, the patent uses the terms “wall” and “rails” to describe different types of

structures. For instance, claims 7 and 8, which depend indirectly from claim 1, add the

requirement that the storage bins must be bounded by “wall portions,” and use “rail portions” to

refer back to the “pair of sheet supporting rail portions” recited in claim 1:

a pair of disposed first wall surfaces bounding the first storage location and in
opposed facing direction of the first backing plate;

wherein when the plunger member moves the sheet from engagement with the rail
portions to the first storage location. . . .

’0l0 patent, col. 24:43-col. 45—50(claim 7); col. 24:61-66 (claim 8) (similar). Thus, “walls” and

“rails” must be presumed to have different meanings. See CAE Screenplates Inc. v. Heinrich

Fiedler GmbH & C0. KG, 224 F.3d 1308, 1317 (Fed. Cir. 2000) (“ln the absence of any
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evidence to the contrary, we must presume that the use of these different terms in the claims

connotes different meanings”).

Accordingly, I reject Diebold’s argument that “rail” should be construed to encompass

“wall,” and find that the terms refer to two different structures.

d. The moveable walls are not sheet supporting structures in the
“sheet item transport.”

The claimed rail portions are “sheet supporting” structures in the sheet item transport.

Diebold contends that the BCA’s vertical transport corresponds to the “sheet item transport.”

The movable walls, however, do not act as sheet supporting structures for BCA’s vertical

transport.As a checkentersthe— moduleonelongedgeof the checkis engagedby

the belt transport. CX-1877C (Kurfess DWS) at Q&A.l33. Immediately facing the belt

transportare Id.atA.126.The_ presstheedgeofthecheck

againstthe belt transportso that the belt transportcanmove the checkto the - of the

checkbox. Hrg. Tr. (Reinholtz) at 549:5-9, 555:7-22. As the check is being transported

—, the opposinglongedgeof the checkpassesbetweenthe twomoveablewalls. CX

l877C (Kurfess DWS) at Q&A.l33. While the thickness of a typical check is between 0.075

and.203millimeters,agapofapproximately_ timesthethicknessofa

checl<—separatesthe moving walls. RX-1513C (Reinholtz DWS) at Q&A.225. As a result, the

walls do not support the check as it is being moved to the bottom of the check box. Id.

Diebold’s arguments to the contrary are unpersuasive.

First, Diebold argues that moveable walls satisfy the claim limitation because they “guide

the check into position for plunging in either CIB at 93. In essence, Diebold is

arguing that the claim should be interpreted to require “guide rail portions,” instead of

“supporting rail portions.” In addition to improperly rewriting a claim limitation, Diebold’s
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argument is problematic because the movable walls do not guide the check as it is being moved

to the2 ofthecheckbox.Thegapbetweenthewallsis I timesthethicknessofcheck;

therefore the walls may not even come into contact with the check as it is being transported to

the bottom of the checkbox.

Moreover, as shown by the surrounding claim language, dependent claims, and the

specification, the claimed rail portions “support” the sheet by coming into engagement with it by

pressing against it. See Phillips v. AWH Corp, 415 F.3d 1303, 1314-17 (Fed. Cir. 2005). Any

interpretation of an independent claim must be consistent with the claims that depend from it.

Wright Medical Tech, Inc. v. Osteonics C0rp., 122 F.3d 1440, 1445 (Fed. Cir. 1997) (“[W]e

must not interpret an independent claim in a way that is inconsistent with a claim which depends

from it . . . .”) (internal citation omitted). Claims 5 and 6, which depend from claim 1 through

intervening dependent claims, show that the claimed “rails” support the check by coming into

“engagement” with it. Claim 5 requircs that the plunger be moved to the “second transverse side

of the rail portion opposite the first storage location.” ’0l0 patent at col. 24:27-34. This claimed

movement must occur “prior to the sheet being in engagement with the rail portions.” Id. Claim

6, which depends directly from claim,5, requires that the pltmger be moved to the “frst

transverse side of the rail portions opposite the second storage location prior to the sheet being in

engagement with the rail portions.” Id. at col. 24:35-42. Claim 7 and 8, which depend from

claims 5 and 6, require the plunger “move[] the sheet from engagement with the rail portions”

into one of the storage bins. Id. at col. 24:49-53; col. 24:64-35:2.

The requirement that the check come into engagement with the rails, however,__i_snot_ _

found in claims 5-8 or intervening dependent claims 2-4. ‘Rather the antecedent basis for the

sheet coming into engagement with the rails must be an inherent characteristic of claim l’s
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“sheet supporting rail portions.” Bose Corp. v. JBL, Inc., 274 F.3d 1354, 1359 (Fed. Cir. 2001)

(“There can be no dispute that mathematically an inherent characteristic of an ellipse is a major

diameter. The prior recitation of ‘an ellipse’ therefore, provides the antecedent basis for ‘an

ellipse having a major diameter.”’); Manual of Patent Examining Procedure, § 2l73.05(e)

(“Inherent components of elements recited have antecedent basis in the recitation of the

components themselves”). The plain language of claim 1 requires that the rails “support” the

sheet as it is being transported by the sheet item transport (“the at least one transport includes a

pair of disposed sheet supporting rail portions”) and that the plunger move the “sheet from the

rail portions.” ’0lO patent, col. 23:27-32; col. 23:44-53. This language when read in

conjtmction with the dependent claims clearly indicates that the rails must come into engagement

with the check.

In order to come into engagement with the check, the rails press against it. The

specification describes a document that “engages a vertical transport 556” in the preferred

embodiment. ’0lO patent, col. 14:64-65. Vertical transport 556, which corresponds to the

claimed “sheet item transport,” has two “rails 562,” each of which faces an opposing belt flight.

Id. at col. l5:l-4. To help “assure the document can be moved between the belt flights and the

rails in sandwiched relation,” “rails 562 are biased toward the belt flights by a resilient material.”

Id. at col. 15:4-8. The specification makes clear that a check passing in close proximity to the

rails is not the same as coming into engagement with the rails. In describing the operation of a

transport that moves the check when it is first deposited into the ATM, the specification

describes the check “being moved in engaged relation between a belt flight 44,2and rollers 444.”

’0lO patent, col. 6:31:34. In this description, the specification distinguishes between the check

being engaged with the belt flight and rollers and the check simply being in close proximity to
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the belt flight and rollers: “[R]ollers 444 extend in openings 446 in an upper platen 448 to

engage or at least move in very close proximity to belt flight 442.” la’. at col. 6:33-35.

In the accused products, the moving walls do not press against a check as it is being

moved by the tension ball-belt flight. Notably, in his description of the check entering the

vertical transport, while Diebold’s expert describes “the belt transport with the aid of the tension

balls” as engaging one edge of the check, he does not describe the moving walls as engaging the

opposing edge of the check. CX-1877C (Kurfess DWS) at A.l33. Rather he describes the edge

of the check as simply being “positioned between the moving walls” so that it is “guided

downward to the bottom of the bin storage area by the moving walls.” Id.

The second argiunent advanced by Diebold relies on the hearing testimony of Nautilus’s

expert, Dr. Reinholtz, describing the movement of the BCA’s push bar in relation to the moving

walls. CIB at 96-97. Diebold argues that Dr. Reinholtz admitted at the hearing that the moving

walls serve as “a surface that will guide the check vertically into the check box.” CIB at 97.

Diebold’s argument, however, is based on a mischaracterization of Dr. Reinholt2’s testimony.

As described by Dr. Reinholtz, after the check is transported to the bottom of the

module, the push bar pushes the check against the wall closest to the bin in which the check is

being stored. Tr. at 541 :22-543:6 (Reinholtz). The movement of the push bar and moving walls

are

—- Id-Throughrhis—m0vemeni.rhew@11
provides pressure on the edge of the check to facilitate the check’s movement into the storage

bin. Tr. at 541:22-543:l2 (Reinholtz). ~Thus,contrary to Dieboldis characterization of this

testimony, Dr. Reinholtz is not describing the interaction between the check and the moving

wallswhilethecheckisbeingmoved‘ ratherheisdescribingthe
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interaction between the check and the moving walls as the check is being moved horizontally

into one of the storage bins. See also CX-1877C (Kurfess DWS) at A. 139 (“If a check is to be

storedin i, for example,theplungerwillmoveto a waitingpositionwithinK suchthat

when the check has reached the bottom of the vertical transport, it may be pushed into Bin 2 by

the movementof the plunger from Conversely,if a check is to be stored in

I, the plunger must be moved to a waitingposition within— such that when the check has

reachedthe: ofthe! transport,itcanbepushedintoK bythemovementofthe

plungerfrom—.”) (emphasisadded).

e. Diebold has failed to identify a pair of rails.

Assuming arguendo that a moveable wall can be considered a rail, Diebold’s

infringement read is flawed on an additional ground. The claim requires a pair of rails and

Diebold’s infringement read fails to identify a pair of structures corresponding to the claimed

rails. Rather Diebold identifies three distinct structures, each of which constitutes a rail under

Diebold’s proposed construction of“rail.” For the first rail, Diebold identifies a single structure:

the structure holding the For the second rail, however, Diebold identifies a set of

two structures: two moving walls. Under Diebold’s proposed construction of “rail” as “simply a

structural member or support,” each wall can be considered a rail. CIB at 93 (internal quotation

marks omitted). As confirmed at the hearing by its expert, however, Diebold is not arguing that

it can rely on either wall as the second rail, but rather that the pair of moving walls constitutes a

single rail:

JUDGE LORD; So are you saying that the moving walls are one half of a pair and 
the other half ofthe pair are the and the belt?

DR. KURFESS: Yes, exactly. Well, just the balls. Sort of the—but conceptually,
K yes, - and the belt you know, guide it. '
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Hrg. Tr. (Kurfess) at 4()7:16-21.

Unlikethe— identifiedbyDieboldasthefirstrail,themoveablewallsare

on different sides of the check as it is moved into the check box:

CDX-3.0021C; see also CX-1877C (Kurfess DWS) at Q&A.133, 134 i

The walls are not only located on different sides of the check, they are capable of moving

independently ofeach other. As shown in the representation below, as the plunger engages the

check and begins to push the check into the storage bin, the movable wall closest to the bin in

which the check will be stored retracts away from the plunger, while the other moveable wall

remains in place:
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» cnx-3.00260; see also CX-'1877'C(Kurfess DWS) at Q&A.142-43

Accordingly, to the extent the moveable walls are “structural members or supports” as

argued by Diebold, each wall-is a separate member or support. Diebold cannot rely on three rails

(the- structureand,1.1IlCl€I‘its proposedconstructionof “rail,”the twomovingwalls)

to satisfy a limitation requiring a “pair” of rail portions. Innovad, Inc. v. Microsoft Corp, 260

F.3d 1326 (Fed. Cir. 2001) (“The claim language does not preclude other switches on the

exterior of a dialer tmit, such as another switch to choose a different preprogrammed telephone

number. The tenn ‘single,’ however, precludes the use of multiple switches to perfonn the

activating function for one phone number”); Research in Motion Ltd. v. Dataquill BVI, Ltd.,

2008 WL 4977370, at *7 (N.D. Tex. 2008) (“Accordingly, the Court holds that the tenn

‘comprises one or two manually operable switches’ does not preclude the use of other switches

for other functions, but does preclude the use of more than two switches to perform the recited

function: scrolling said display in a first and/or second direction”). Moreover, the pair of

supporting rails is an antecedent for a number of the limitations appearing in claim 1 and the

asserteddependentclaims‘.Dieboldneeded to identify two of the three rails (e.g., the 2
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- structure and one of the moving walls) as the claimed pair and to demonstrate that this pair

satisfied the various claim limitations. Diebold did not do so.

f. Nautilus’s BCA does not infringe under the doctrine of
equivalents.

Diebold argues that if the accused BCA is found not to satisfy the limitation “pair of

sheet supporting portions” literally, it does so under the doctrine of equivalents. CIB at 96-97.

Diebold argues that the claimed rail provides support by “serv[ing]‘as a surface that will guide

the check vertically into the check box,” and that the moving walls of the BCA perfonn the same

function and obtain the same result in substantially the same way. Id. The premise for Diebold’s

argument is flawed. As discussed above, the function of the supporting rails is not simply to

guide the check as it is being moved into the check box. The rails must also come into

engagement with the check by pressing against it, a function which is not performed by the

moving walls. Accordingly, because the walls do not perform substantially the same function as

the claimed rail portions, the walls and rail portions cannot be equivalent structures. TIP, 529

F.3d at 1376-77 (“Whether equivalency exists may be determined based on the ‘insubstantial

differences’ test or based on the ‘triple identity’ test, namely, whether the element of the accused

device ‘performs substantially the same function in substantially the same way to obtain the

same result.”’). Moreover, as discussed above, Diebold has not shown that the movable walls

guidethe checkas it is beingtransportedto the! of the checkbox.

3. Nautilus does not indirectly infringe the asserted claims.

Diebold’s indirect infringement claims are predicated on an ATM incorporating the

accused BCA directly infringing the asserted claims. For the reasons discussed above, however,

I found that the accused BCA does not satisfy the claim limitation “pair of disposed sheet
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supporting rail portions” either literally or under the doctrine of equivalents. Accordingly,

because an ATM with a BCA would not infringe the claims, the importation of unincorporated

BCA modules does not indirectly infringe the asserted claims. Limelight Networks, Inc. v.

Akamai Tech, Inc., 134 S.Ct. 2111, 2118 (2014) (“[O]ur case law leaves no doubt that

inducement liability may arise ‘if, but only if, there is . . . direct infringement.”’) (quoting Aro

Mfg. C0. v. Convertible Top Replacement C0., 81 S.Ct. at 602 (“[l]t is settled that if there is no

direct infringement of a patent there can be no contributory infringement .”). "

C. Domestic Industry —Technical Prong

Diebold asserts that its ATMs containing a Fifth Generation Intelligent Depository

Module (“lDM5”) practice the asserted claims of the ’0l 0 patent. CIB at 101—lO7.These

include the Opteva 720, Opteva 740, Opteva 750, Opteva 760, Opteva 858, and Opteva 878

(collectively “IDM5 ATMs”). Id. Nautilus argues that Dr. Kurfess’s domestic industry analysis

addressed only the structure and functionality of the IDM5 and did not address the claim

limitations directed to structures and functionality provided by the ATM itself. RIB at106-O7.

There is no dispute that the IDMS has been installed on IDM5 ATMs. CX-1875 (Rogers

DWS) at A.l03-04; CX-1981C (Hoover RWS) at A.38-39. Nor does Nautilus contend that the

Diebold ATMs incorporating the IDMS would not satisfy all of the claim limitations. See, e.g. ,

RRB at 41. Rather Nautilus’s only argument is that Diebold failed to prove that its ATMs

practice the asserted claims because its expert did not address the limitations directed to ATM

functionality. Id. Contrary to Nautilus‘s argument, Dr. Kurfess, in fact, testified that the lDM5

ATMs_satisfy each and every limitation of the asserted claims. C-X»-1877C(Kurfess DW S) at —

Q&A.476-632. Moreover, there is no requirement that Dieb‘old’sexpert address each limitation

of the asserted claims, so long as Diebold can cite record evidence that the unaddressed
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limitations are satisfied. In its initial post-hearing brief, Diebold provided a claim chart

identifying evidence that each limitation of the asserted evidence was met by the Diebold IDM5

ATMs. CIB at 101-06. In its reply brief, Nautilus fails to identify any limitation that it contends

is not shown by the evidence cited by Diebold. RRB at 41.

' The evidence identified by Diebold, relying on the testimony of Dr. Kurfess, is shown in

the chart below: ‘

Claim Limitation ~ IDM5 ATMs

An automated banking
machine comprising:

IDM5 ATMs are automated banking machines. CX-187'/C
(Kurfess DWS) at Q&A.482-83.

at least one input
device adapted to
receive at least one
input from users of the
machine;

IDM5 ATMs all have input devices such as a pin-pad and card
reader. CX-1877C (Kurfess DWS) at Q&A.484—86,
Q&A.493-509; CX-1384C; CX-0073C; CX-0074C; CX
0075C; CX-0076C; CX-0077C; CX-0137C.

at least [one] output
device adapted to
provide at least one
output to users of the
machine;

IDM5 ATMs include at least a display screen, receipt printer,
or statement printer. CX-1877C (Kurfess DWS) at Q&A.487
89, Q&A.493-509; CX-1384C; CX-0073C; CX-0074C; CX
0075C; CX-0076C; CX-0077C; CX-0137C.

at least one currency
dispenser adapted to
dispense currency from
the machine to users of
the machine;

The IDM5 ATMs each contain a currency dispenser. CX
1877C (Kmfess DWS) at Q&A.493-509; CX-1384C; CX
0073C; CX-0074C, CX-0075C; CX-0076C; CX-0077C; CX
0l37C; CX-1873C (Hoover DWS) at Q&A.14-16.

an item accepting
opening adapted to
receive into the
machine, sheet items
from users of the
machine;

Each IDM5 ATM has an opening through which checks are
received from a user. CX-1877C (Kurfess DWS) at
Q&A.509-12; CX-0119C; CX-1981C (Hoover RWS) at’
Q&A.3 8-A.41.

at least one sheet item
transport in the
machine, wherein the
at least one transport is
in operative connection
with the item accepting
opening,

The IDM5 ATMs have a series of transports, including a front
transport, a rear transport, and a bin transport that take the
check from the opening, through the alignment and scanning
process, and into the check storage bin. CX-1877C (Kurfess
DWS) at Q&A.513-17; CX-1359C at 972DBD00034584.

and wherein the at least
one transport includes

IDM5 ATMs contain a pair of “bin transport rub rails” that
guide the check into the storage area. CX-1877C (Kurfess
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a pair of disposed sheet
supporting rail
portions;

DWS) at Q&A.5l8-20; CX-1359C at 972DBDOO034780.

a storage area, wherein
the rail portions of the
at least one transport
extend in the storage
area between a first
sheet storage location
in the storage area and
a second sheet storage
location in the storage
area;

IDM5 ATMs contain a storage area with two storage bins.
CX-1877C (Kurfess DWS) at Q&A.521-24; CX-0122C.

a movably mounted
plunger member in the
storage area, wherein
the plunger member is
movable transversely
between the rail
portions;

IDM5 ATMs contain a movably mounted plunger, sometimes
called a “bin pltmger,” or “stuffer,” that moves transversely
between the rail portions to push checks into the two storage
bins. CX-1877C (Kurfess DWS) at Q&A.525-26; CX-1877C
(Kurfess DWS) at Q&A.459-72; CX-1871C (Ryan DWS) at
Q&A.70-85; CPX-0187C (Bin.cpp); CPX-0193C
(LinearCam.cpp).

at least one drive in
operative connection
with the plunger
member, wherein the at
least one drive is
operative to selectively
move the plunger
transversely between
the rail portions;

The plunger in the IDM5 ATMs is driven by a motor that
moves the plunger transversely between the rails to push the
check into bin 1 or bin 2. CX-1877C (Kurfess DWS) at
Q&A.459-72, Q&A.527~28; CX-1871C (Ryan DWS) at
Q&A.70-85; CPX-0187C (Bin.cpp); CPX-0193C
(LinearCam.cpp).

wherein the plunger
member is movable
between the rail
portions in the storage
area in both a first
transverse direction
and a second transverse
direction opposed of
the first transverse
direction,

The plunger of the IDMS ATMs moves in two different,
opposed transverse directions between the rail portions.
Movement of the plunger is controlled by software that causes
the plunger motor to move the plunger. Movement of the
plunger into a storage area causes a check to be stored in that
area. CX-1877C (Kurfess DWS) at Q&A.440-82, Q&A.529
30; CX-1871C (Ryan DWS) at Q&A.70-85; CPX-0187C
(Bin.cpp); CPX-0193C (LinearCam.cpp).

wherein the plunger
member can move a
sheet from the rail
portions and into the
first sheet storage
location while moving
in the first transverse

The plunger of the IDM5 ATMs moves in two different,
opposed transverse directions between the rail portions. , .
Movement of the plunger is controlled by software that causes
the plunger motor to move the plunger. Movement of the
plunger into a storage area causes a check to be stored in that
area. CX-1877C (Kurfess DWS) at Q&A.440-82, Q&A.529
30; CX-1871C (Ryan DWS) at Q&A.70-85; CPX-0187C
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direction, and wherein
the plunger member
can move a sheet from
the rail portions and
into the second sheet
storage location while
moving in the second '
transverse direction.

(Bin.cpp); CPX-0193C (LinearCam.cpp).

The machine according
to claim l and further

comprising:

See claim l.

a first backing plate
movably mounted in
the storage area and
bounding the first
storage location

lDM5 ATMs have backing plates in both bins that serve as
boundary to the storage bins. CX-1877C (Kurfess DWS) at
Q&A.534-36; CX-0126C-.

a first biasing
mechanism in
operative connection
with the first backing
plate and biasing the
first backing plate to
move toward the rail
portions;

The backing plates in the lDl\/I5ATMs are spring-loaded and
sen/e to bias the backing plates towards the vertical transport
and rail portions. CX-1877C (Kurfess DWS) at Q&A.537-42;
CX-0128C; CX-0117C. ‘

wherein movement of
the plunger member in
the first transverse
direction causes the
first backing plate to
move against the force
of the first biasing
mechanism in the first
transverse direction
and the sheet to be in
supporting connection
with the first backing
plate.

In lDM5 ATMs, the movement of the plunger as it pushes a
check into a bin will cause the check to come into contact
with either the spring-biased backing plate or checks that are
stacked between the backing plate and the wall portion, thus
causing the backing plate to move against the force of the
spring. CX-1877C (Kurfess DWS) at Q&A.543.

The machine according
to claim 2 and further
comprising:

See claim 2.

a second backing plate
movably mounted in
the storage area and
bounding the second
storage location;

IDM5 ATMs have a second backing plate in bin 2 that bounds
the second storage area. CX-1877C (Kurfess DWS) at
Q&A.544-546; CX-0126C.

a second biasing The IDMS has a second biasing mechanism, much like the
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mechanism in
operative connection
with the second
backing plate and
biasing the second
backing plate to move
toward the rail
portions;

first biasing mechanism, that serves to bias the second
backing plate, in bin 2, towards the vertical transport and rail
portions. CX-1877C (Kurfess DWS) at Q&A.547.

wherein movement of
the plunger member in
the second transverse
direction causes the
second backing plate to
move against the force
of the second biasing
mechanism in the
second transverse
direction, and the sheet
to be in supporting
connection with the '
second backing plate.

In IDM5 ATMs, the movement of the plunger member as it
pushes the check into bin 2 will cause the second backing
plate in that bin to move forward, against or opposite the
second transverse direction, to meet the check against the
force of the second biasing mechanism. CX-1877C (Kurfess
DWS) at Q&A.548-49; CX-0078C.

The machine according
to claim 3 and further
comprising:

See claim 3.

at least one processor
in operative connection
with the at least one
drive;

IDM5 ATMs include a processor aboard the main CCA and
those on the CCAs connected to the main board, which are
also connected to the plunger drive motor. CX-_l877C
(Kurfess DWS) at Q&A.420-424, Q&A.550-51.

at least one sensing
device in operative
connection with the at
least one processor,
wherein the at least one
sensing device is
operative to sense the
indicia on the sheet;

The main CCA of the IDM5 ATMs, which includes a
processor, is operatively connected with the sensors in the
IDM5 that obtain the check image and MICR data from the
check. CX-1877C (Kurfess DWS) at Q&A.420-24,
Q&A.552-53.

wherein the at least one

processor is operative
responsive to indicia
sensed on the sheet to
operate the drive to
move the sheet to one
of the first storage
location and second
storage location.

The main circuit board of the IDM5 ATMs transmits the
transaction data (including the MICR line), image file of the
check, and other indicia via computer network. IDM5 ATMs
then receives infonnation back from the host, which instructs
the IDM5 ATMs as to which storage bin the check is to go _
into. The plunger then moves according to those instructions
and is thus responsive to the sensed indicia. CX-1877C
(Kurfess DWS) at Q&A.554-59; CX-1874C (Rowe DWS) at
Q&A.52-54, 61. _

The machine according See claim 4. V _
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to claim 4 and further
comprising:
a sheet path in the
machine, wherein the
sheet path extends
between the item
accepting opening and
the storage area,

The sheet path of the IDM5 ATMs extends from the opening
through to the check storage area. CX-1877C (Kurfess DWS)
at Q&A.560-61; CX-1359C.

and wherein the at least
one sensing device is
adapted to sense
indicia on the sheet in
the sheet path,

IDM5 -ATMs contain an upper and lower scanner, as well as a
MICR head, located along the sheet path. CX-1877C
(Kurfess DWS) at Q&A.562-63.

and wherein the at least
one processor is
operative to position
the plunger member on
a second transverse .
side of the rail portion
opposite the first
storage location prior
to the sheet being in
engagement with the
rail portions,

The processors of the IDM5 ATMs position the plunger in a
pre-stuffed position, within one of the storage bins, before the
check descends into the storage bin. The plunger then moves
from the pre-stuffed position into the opposite storage bin,
pushing the check into the opposite storage bin. CX-1877C
(Kurfess DWS) at Q&A.459-72, Q&A.564-67; CX-1359C at
972DBD00034577; CX-1871C (Ryan DWS) at Q&A.7O-85;
CPX-0187C (Bin.cpp); CPX-0193C (LinearCam.cpp).

whereby movement of
the plunger member in
the first transverse
direction when the
sheet is between the

rail portions, moves the
sheet to the first
storage location.

In the IDM5 ATMs, the transverse movement of the plunger
from the pre-stuffed positon to the stuffed position causes the
check to be stored in the storage bin. CX-187'/C (Kurfess
DWS) at Q&A.564-A. 68.

The machine according
to claim 5

See claim 5.

wherein the at least one
processor is operative .
to position the plunger
member on a first
transverse side of the
rail portions opposite
the second storage
location prior to the
sheet being in
engagement with the
rail portions,

When the IDM5 ATMs deposit a check into either storage bin,
the plunger must be positioned in a waiting position in the
opposite bin prior to the check being transported into the bin. D
CX-1877C (Kurfess DWS) at Q&A.569-71.

whereby mo_vementof In the IDM5 ATMs, when the check is to be plunged into bin
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the plunger member in
the second transverse
direction when the
sheet is between the
rail portions moves the
sheet to the second
storage location.

2, the push bar moves in the second transverse direction,
through the rail portions, into bin 2 to push the check to its
destination. CX-1877C (Kurfess DWS) at Q&A.S72.

The machine according
to claim 6 and further
comprising:

See claim 6.

a pair of disposed first
wall surfaces bounding
the first storage
location and in
opposed facing
direction of the first
backing plate;

The wall surfaces of the IDM5 ATMs are the metal plates that
sit on both sides of the vertical transport. The wall surface in
bin 1 serves as a boundary to bin 1 and faces opposite the first
backing plate. CX-1877C (Kurfess DWS) at Q&A.573-77;
CX-0123C.

wherein when the
plunger member moves
the sheet from
engagement with the
rail portions to the first
storage location, the
plunger member moves
in the first transverse
direction between the
first wall surfaces and
moves the sheet in the
first transverse
direction beyond the
first wall surfaces;

In the IDM5 ATMs, the push bar moves the check from
engagement with the rail portions into the first storage
location, bin 1, by moving between the two rail portions and
beyond the two wall surfaces. CX-1877C (Kurfess DWS) at
Q&A. 578 -79. ’

and wherein after the
sheet is in the first
storage location, when
the plunger member
moves in the second
transverse direction
from the first storage
location, the sheet is
positioned between the
first wall surfaces and
the first backing plate.

In the IDM5 ATMs, once the check is in bin 1, the push bar
then moves away from that bin, in the second transverse
direction, towards bin 2. When this happens, the check is then
positioned between the first wall surfaces and the backing
plate. CX-1877C (Kurfess DWS) at Q&A.58O-81.

The machine according
to claim 7 and further
comprising:

See claim 8. M

a pair of opposed IDM5 ATMs contain a pair of opposed second wall surfaces

103



PUBLIC VERSION

second wall surfaces
bounding the second
storage location and in
opposed facing
direction of the second
backing plate;

that form a boundary of the second storage location, bin 2, and
sit opposite of the second backing plate. CX-1877C (Kurfess
DWS) at Q&A.582-85; CX-0125C.

wherein when the
plunger member moves
the sheet from
engagement with the
rail portions to the
second storage
location, the plunger
member moves in the
second transverse
direction between the
second wall surfaces
and moves the sheet in
the second transverse
direction beyond the
second Wall surfaces;

In the IDM5 ATMs, the push bar moves the check from
engagement with the rail portions into bin 2, the second
storage location, by moving between the two rail portions,
beyond the two wall surfaces. CX-l 877C (Kurfess DWS) at
Q&A.586-87.

and wherein thereafter
when the sheet is in the
second storage
location, and the _
plunger member moves
in the first transverse
direction from the
second storage
location, the sheet is
positioned between the
second wall surfaces
and the second backing
plate.

In the IDM5 ATMs, after the plimger member has moved in
the second traverse direction to push the sheet up against the
second backing plate, it then moves in the opposite direction
the first traverse direction, leaving the check between the first
wall surfaces and the backing plate. CX-1877C (Kurfess
DWS) at Q&A.588.

s

The machine according
to claim 8

See claim 8.

wherein the rail '
portions extend
generally vertically in
the storage area, and
wherein when the
plunger member moves
transversely between
the rail portions the
plunger member moves
generally horizontally.

The rail portions ofthe IDM5 ATMs are part of the vertical
transport, which is positioned vertically in the storage area.
The plunger moves horizontally between the rail portions.
CX-1877C (Kurfess DWS) at Q&A.589-92.
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The machine according
to claim 9

See claim 9.»

wherein the at least one
sensing device
comprises a scanning
sensor,

IDM5 ATMs contain several sensing devices that serve as
scanning sensors including the upper and lower image
scanners as well as the MICR head. CX-1877C (Kurfess
DWS) at Q&A.593-94.

and wherein the at least
one processor is
operative responsive to
the scanning sensor to
generate data
corresponding to an
image of at least a
portion of the sheet.

IDM5 ATMs contain upper and lower scanners that capture
images of the check, and the processor of the IDM5 generates
image data of the check. CX-1877C (Kurfess DWS) at
Q&A.595-98; CX-1359C at 972DBD00()34573.

The machine according
to claim 10

See claim 10.

wherein the at least one
sensing device further
comprises a magnetic
sensing device.

IDM5 ATMs include a MICR head, which reads magnetic ink
from the check. CX-1877C (Kurfess DWS) at Q&A.599

The machine according
to claim ll and further
comprising:

See claim ll.

at least one printer
adjacent the sheet path,
wherein the at least one
printer is in operative
connection with the at
least one processor,
and wherein the at least
one printer is adapted
to print indicia on the
sheet in the sheet path.

IDM5 ATMs include an ink jet printer and a stamper. CX
l877C (Kurfess DWS) at Q&A.420-24, Q&A.600-04; CX
1359C at 972DBDO0O34666-34670, 34573

The machine according
to claim 12 and further
comprising

See claim 12.

a first sheet moving
transport and a second
sheet moving transport,
wherein the first sheet
moving transport
moves the sheet in a
first sheet moving
direction and the
second sheet moving
transport moves the

The Align Station of the IDM5 ATMs has two perpendicular
sheet moving transports including four forward transport
rollers (the first transport) and two alignment rollers (the
second transport), which move the check right or left (a
second sheet moving direction), perpendicular to the first
moving direction. CX-1877C (Kurfess DWS) at Q&A.605
06.
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sheet in a second sheet
moving direction
generally perpendicular
of the first sheet
moving direction.
The machine according
to claim 13 and further
comprising:

See claim 13.

a plurality of
noncontact sensors
disposed along the first
direction, wherein each
of the plurality of
noncontact sensors is
in operative connection
with the at least one
processor;

IDM5 ATMs contain a plurality of noncontact sensors in the
align station along the first direction. CX-1877C (Kurfess
DWS) at Q&A.607-O9; CX-l359C at 972DBDOOO3457l;
Align.cpp (isrAlign(), isrA1ignProcess(), isrAlignDocument().

at least one second
transport drive in
operative connection
with the second
transport and the at
least one processor;

The second transport drive of the IDM5 ATMs is the align
stepper motors which are in connection with the processor and
operate the alignment wheels/rollers, which is the second
transport. CX-1877C (Kurfess DWS) at Q&A.61O-11.

wherein the at least one
processor is operative
to cause the sheet to be

aligned in the first
sheet moving direction
by moving the sheet in
the second sheet
moving direction and
sensing the sheet with a
plurality of noncontact
sensors.

The alignment motors of the IDM5 ATMs, which drive the
alignment wheels/rollers, operate with the three alignment
sensors to move the document into an aligned position by
moving it in the second moving direction, which is generally
perpendicular to the forward direction. CX-1877C (Kurfess
DWS) at Q&A.42()-24, Q&A.6l2-66; CX-l359C at
972DBDOOO3457l

The machine according
to claim 14

See claim 14. k _

wherein the sheet path
includes an escrow
area between the at
least one sensing
device and the storage
area.

The sheet path in the IDM5 ATMs includes an escrow area,
which is where the check sits while the IDM5 waits for
instructions on how the check should be stored. CX-1877C
(Kurfess DWS) at Q&A.617-20; CX-1359C at
972DBD00034706, 972DBDOO034658.

The machine according
to claim 14

See claim 14.

wherein the sheet The IDM5 ATMs include a processor on the main CCA,
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comprises a check and
wherein the at least one
processor is operative
to cause to be sent
from the machine data
corresponding to an
image of at least a
portion of the check.

which operates to send image data of deposited checks from
the machine. CX-1877C (Kurfess DWS) at Q&A.42O-24,
Q&A.621-2_2.

5

The machine according
to claim l and further
comprising:

See claim 1.

at l€&SlI 0116 pI‘OC€SSO1‘; IDM5 ATMs have a processor including the main CCA. CX
1877C (Kurfess DWS) at Q&A.420-24, Q&A.623.

at least one scanning
sensor operative to
sense indicia on the
sheet, wherein the at
least one scanning
sensor is in operative
connection with the at
least one processor;

IDM5 ATMs contain a scamiing sensor, operative to sense
indicia on a sheet, which is in operative connection with the at
least one processor. CX-1877C (Kurfess DWS) at Q&A.624
25

wherein the at least one
processor is operative
to cause to be sent
from the machine, data
corresponding to an
image of at least a
portion of the sheet.

The processor of the IDM5 ATMs, including the one on the
main CCA board, is operative to send data corresponding to
the check to a host. CX-1877C (Kurfess DWS) at Q&A.420
24, Q&A.626. _

The machine according
to claim 24

See claim 24.

wherein the sheet
comprises a check.

The only function of the IDM5 in an IDM5 ATM is to process
checks. CX-1877C (Kurfess DWS) at Q&A.627.

The machine according
to claim 25 and further

comprising

See claim 25.

at least one magnetic
sensing device in
operative connection
with the at least one
processor,

IDM5 ATMs have a magnetic sensing device, a MICR head,
which senses the MICR line on a cheek, and is in operative
cormection with the main CCA. CX-1877C (Kurfess DWS) at
Q&A.420-24,Q&A.628-29. '

wherein the at least‘one
magnetic sensing
device is operative to
read micr data on the
check, and wherein the

IDM5 ATMs send data corresponding to the micr data read
from the check to the host. CX-1877C (Kurfess DWS) at
Q&A.63O-32; CX-1359C at 972DBD00O34570.
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at least one processor is
operative to cause to be
sent from the machine,
data corresponding to
the micr data read from
the check.

Based on this evidence, I find that Diebold’s IDM5 ATMs practice each of the asserted

claims.

D. Invalidity

Nautilus contends that U.S. Patent No. 4,731,523 to Kozima (RX-0274, “Kozima”) and

Japanese Patent H02-75094 to Toshinori (RX-0281, “Toshinori”) anticipate claim 1. at

107-49. Nautilus also contends that the asserted claims of the ’Ol0 patent are obvious in view of

either Kozima or Toshinori in combination with one or more secondary references. Id.

According to Nautilus, both Kozima and Toshinori disclose the plunger mechanism and pair of

disposed sheet supporting rail portions claimed in the ’0l0 patent, while the secondary references

disclose ATM-related features required by the asserted claims. Id. at 107. To satisfy the

limitations directed to ATM functionalities, Nautilus relies on four references: U.S. Patent

Publication No. 2005/0047642 to Jones (RX-0280, “Jones”), U.S. Patent No. 5,136,144 to

Swinton (RX-0276, “SWinton”), U.S. Patent No. 7,051,928 to Kallin (RX-0279, “Ka11in”),and

Japanese Patent 3330815 to Arikawa (RX-0283, “ArikaWa”). Id.

1. Prior-art status of the obviousness references

There is no dispute that references relied upon by Nautilus are prior art to the ’0l0 patent.

The ’0l0 patent issued from an application filed on March 8, 2006. ’010 patent, cover. The

application claimspriority to nineprovisional applications filed betvveenMarch 9, 2005 and May

6, 2005. Id.
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The references that Nautilus contends disclose the claimed plunger mechanism and sheet

supporting rails qualify as prior art Luiderthe pre-America Invents Act (“pre~AIA’,’)version of 35

U.S.C. § 102.” Kozima is a U.S. patent entitled “Bill Receiving Device” and was issued on

March 15, 1988, from an application filed on August 1, 1986. RX-0274, cover. Kozima claims

priority to two Japanese applications filed on August 7, 1985 and September 25, 1985. Id.

Kozima is prior art under l02(b). Toshinori is a Japanese patent application entitled “Method of

Storing Sheets of Paper and a Storing Device for Sheets ofPaper,” and was published on March

14, 1990. RX-0281, cover. Toshinori is prior art under 102(b).

The references that Nautilus contends disclose the limitations directed to ATM features

also qualify as prior art. Jones is a U.S. patent application entitled “Document Processing

Method and System” and was published on March 3, 2005. RX-0280, cover. Jones is prior art »

under § l02(a). Swinton is a U.S. patent entitled “Depository Apparatus for Envelopes and

Single Sheets” and was issued on August 4, 1992. RX-0276, cover. Swinton is prior art under

l02(b). Kallin is‘a U.S. patent entitled “Document Diverter Apparatus for Use in a Self-Service

Terminal” and issued from an application filed on September 15, 2004. RX-0279, cover. Kallin

is prior art under lO2(e). Arikawa is a Japanese patent entitled “Banknote Processing Machine,”

and was issued on September 30, 2002. RX-0283, cover. Arikawa is prior art under l02(b).

2. Level of ordinary skill in the art

Relying on the testimony of its expert, Dr. Kurfess, Diebold argues that 'a person of

ordinary skill in the art would have had a bachelor degree in mechanical engineering or a related

12Because the application that led to the ’010 patent was filed before March 16, 2013, the
changes to 35 U.S.C. §§ 102 and 103 enacted in the America Invents Act do not apply. Manual
of Patent Examination Procedure at § 2159.01. Accordingly, references to 35 U.S.C. §§ 102 and
103 in this section are to the pre-AIA versions.

109



PUBLIC VERSION

field, and at least four years of working experience in the area of mechanical engineering. CIB

at 84 (citing CX-1979C (Kurfess RWS) at Q&A.4l). Although Nautilus did not address the

level of ordinary skill in its initial or reply briefs, its expert, Dr. Reinholtz, testified that a person

of ordinary skill in the art would have had a bachelor degree in mechanical engineering or a

related engineering field and two to five years of work and/or research experience in the field of

mechanical engineering or electro-mechanical systems. RX-1184C (Reinholtz DWS) at

Q&A.28. Consistent with the testimony of both experts, I find that a person of ordinary skill in

the art would have had a bachelor degree in mechanical engineering or a related field, and at

least four years of working experience in the area of mechanical engineering.

3. Kozima

Kozima is directed to “a bill receiving device capable of stacking bills of two kinds by

denomination.” RX-0274 at col. 1:43-4. Kozima discloses a storage and sorting module similar

to the one disclosed in the ’0lO patent. After a bill is depositediinto the device it is conveyed to

the storage area through “bill passage 3,” which is “formed between a convey and drive means

301 and bill holding means 302.” Id. at 4:19-20. Convey and drive means 301 includes a “pair of

conveyor belts 33,” and the bill holding means “consists ofa pair of ribs 35 having rollers 34

provided in locations opposite to the conveyor belts 33." Id. at 4:25-26. Held “between the

conveyer belts 33 and the rollers 34,” the bill is “convey[ed] . . . downwardly” into the storage

area. Id. at col. 4:33-38. There are two storage locations (receiving chamber 41 and receiving

chamber 42) on either side of bill passage 3 (highlighted in yellow):
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Pushing member 7 (highlighted in blue in the figure above) reciprocatesvbetween

receiving chamber 41 and receiving chamber 42. RX-0274, col. 3:59-65. To store a bill in

receiving chamber 41, pushing member 7 moves to a standby position in receiving chamber 42.

Id. at col. 5:18-28. After the leading edge of the bill reaches the end of the bill passage, the

pushing member moves to receiving chamber 41. Id. In so doing, the pushing member pushes

the bill from ribs 35 into receiving chamber 41’. Id. To store a bill in receiving chamber 42, the

pushing member moves to a standby position in receiving chamber 41 and, after the bill is in

position, moves to receiving chamber 42. Id. at col. 5:28-41.
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Nautilus contends that claim 1 is anticipated by Kozima and that all of the asserted claims

are obvious in view of Kozima in combination with one or more of Jones, Swinton, Kallin, or

Arikawa.'3 For the reasons set forth below, I find that claim 1 is invalid as anticipated and that

asserted claims 13, 14, 19, 20, 25, and 26 are not invalid as obvious.

a. Kozima anticipates claim 1. .

Nautilus alleges that Kozima explicitly or inherently discloses the limitations of claim 1.

RIB at 108-30. Diebold does not dispute that Kozima discloses the limitations of claim 1. CIB

at 107-30; CR1’at 38-47. As shown in the claim chart below, Nautilus has provided

uncontroverted evidence, relying on the testimony of Dr. Reinholtz, that Kozima expressly or

inherently disclosed each limitation of claim 1:

I Claimilifl ' Kozima I I

An automated banking machine comprising: Diebold and Nautilus agreed that the term
“automated banking machine” should be
construed to mean “any device which is used for
carrying out transactions involving transfers of
value.” Order No. 17 (June 13, 2016) at 2.
Neither party contends, however, that claim 1’s I
preamble is limiting. RIB at 72; CIB at 87-92.

If the preamble is found to be limiting, Kozima
discloses a “device which is used for carrying out
transactions involving transfers of value,” in the
form of a “bill discrimination device” that can be
used in “a vending machine or a money
exchanger.” Kozima at col. 1:5-7, col. 4:6-12;
RX-1184C (Reinholtz DWS) at Q&A.260.

13In its initial post-hearing brief, Nautilus asserted that “many of the claims are fully anticipated
under 35 U.S.C. § 102.” RIB at 107. Although Nautilus did not expressly identify the specific
claims it contended were anticipated and the specific prior alt references it contended were ‘*
anticipatory, in sections ostensibly relating to obviousness, Nautilus asserted that Kozima _ ,
disclosed each limitation of claim 1. RIB at 108-16. To the extent that it is found that Nautilus
failed to preserve its anticipation argument, I find in the altemative that Kozima, by itself,
renders claim 1 obvious. ‘
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at least one input device adapted to receiv

at least one input from users of the machi

e

ne;
A person of ordinary skill in the art would
understand that the vending machine or money
exchanger as contemplated for use with the bill
device of Kozima would necessarily include the
claimed input device. RX-1184C (Reinholtz
DWS) at Q&A. 273.

at least [one] output device adapted to
provide at least one output to users of the
machine;

A person of ordinary skill in the art would
understand that the vending machine and/or
money exchanger as contemplated for use with
the bill device of Kozima would necessarily
include the claimed output device. RX-1184C
(Reinholtz DWS) at Q&A. 277.

at least one cun"encydispenser adapted to
dispense currency from the machine to users
of the machine;

Kozima includes a currency dispenser adapted to
dispense currency from the machine to users of
the machine. RX-0274 at col. 8:3-7, col. 9:15-23;
RX-1184C (Reinholtz DWS) at Q&A.279.

an item accepting opening adapted to
receive into the machine, sheet items from
users of the machine;

Kozima has an item accepting opening to receive
sheet items (bills) from users. RX-0274 at col.
6:7-13; RX-1184C (Reinholtz DWS) at
Q&A.281.

at least one sheet item transport in the
machine, wherein the at least one transport
is in operative connection with the item
accepting opening,

Convey and drive means 301 and bill holding
means 302disclosed in Kozima is a sheet item
transport that is operatively connected to the sheet
item opening. RX-274 at col. 4:19-31; RX
1l84C (Reinholtz DWS) at Q&A.283.

and wherein the at least one transport
includes a pair of disposed sheet supporting
rail portions; ‘

Ribs 35 of bill holding means 30; are a pair of
disposed sheet supporting rail portions. RX-274
at col. 4:19-31, Figs. 1 and 4; RX-1184C '
(Reinholtz DWS) at Q&A.283.

a storage area, wherein the rail portions o
the at least one transport extend in the
storage area between a first sheet storage
location in the storage area and a second
sheet storage location in the storage area;

f Ribs 35 extend between bill receiving chambers
41 and 42, which are bill storage locations. RX
274 at col. 3:41-68, Fig. 3; RX-1184C (Reinholtz
DWS) at Q&A.284.

a movably mounted plunger member in the
storage area, wherein the plunger member rs
movable transversely between the rail
portions;

Bill pushing member 7 is located in the storage
area and can move transversely between the ribs
35. RX-274 at col. 3:41-68, Fig. 2; RX-1184C
(Reinholtz DWS) at Q&A.285. _

at least one drive in operative comiection
with the plunger member, wherein the at
least one drive is operative to selectively
move the pltmger transversely between the
rail portions;

Reciprocating device 6 is connected to bill
pushing device 7 a.ndcan selectively move bill
pushing device 7 transversely between ribs 35.
RX-274 at col. 3:58-68, Fig. 2; RX-1184C
(Reinholtz DWS) at Q&A.286.

wherein the plunger member is movable
between the rail portions in the storage ar
in both a first transverse direction and a

ea
Bill pushing member 7 can move in a first
transverse direction (from bill receiving chambers
41 to bill receiving chambers 42) and a second
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second transverse direction opposed of the transverse direction (from bill receiving chambers
first transverse direction, 42 to bill receiving chambers 41). RX-274 at col.

7:5-10; col. 7:43-57, Fig. 5; RX-1184C .
(Reinholtz DWS) at Q&A.287

wherein the plunger member can move a By moving in the first transverse direction, bill
sheet from the rail portions and into the first pushing device 7 ca.nmove a bill from ribs 35 into
sheet storage location while moving in the bill receiving chambers 41. RX-274 at col. 7:43
first transverse direction, and wherein the 57, col. 11:38-57, Fig. 5; RX-1 184C (Reinholtz
plunger member can move a sheet from the DWS) at Q&A.287. By moving in the‘second
rail portions and into the second sheet transverse direction, bill pushing device 7 can
storage location while moving in the second move a bill from ribs 35 into bill receiving
transverse direction. chambers 42. RX-274 at col. 7:5-10; col. 7:43

57, Fig. 5; RX-1184C (Reinholtz DWS) at
Q&A.287.

Accordingly, I find that Kozima anticipates claim 1.

b. Kozima alone or in combination with other references does not
" render the asserted claims obvious.

Diebold does not dispute that Kozima discloses structures corresponding to the

limitations of claim 1. CIB at 107-30; CRP at 38-47. The dependent claims, however, require

elements that are not found in Kozima’s “bill discrimination device.” See, e.g., ’O10patent, col.

26:37-43 (claim 26) (requiring “at least one magnetic sensing device is operative to read micr

data on the check”). In order to provide the missing limitations, Nautilus relies on various

combinations of Kozima with one or more secondary references.

Other than the limitations of claim 13 and 14, Diebold does not dispute that the

limitations of the asserted claims are disclosed in the proposed combinations. CIB at 107-30;

CRP at 38-47. Diebold argues, however, that one of ordinary skill in the art would not have been

motivated to combine Kozima with the secondary references. CIB at 107-19. For the reasons set

forth below, 1find that Nautilus has failed to show by clear and convincing evidence that one of

ordinary skill in the art would have been motivated to combine Kozima with Jones, Swinton,
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Kallin, or Arikawa. '4 As a result, all of Nautilus’s proposed obviousness combinations fail.

Furthennore, I find that Kozima and the secondary references do not disclose the limitations of

claim 14 and that the limitations of claim 13 are not obvious in view of Kozima alone or in

combination with other references.

i. There would have been no motivation for one of
ordinary skill in the art to have combined Kozima with

' Jones, Swinton, or Kallin.

Nautilus argues that one of ordinary skill in the art would be motivated to combine

Kozima’s “bill receiving device with one of the ATMs disclosed in Jones, Swinton, and Kallin.

RIB at 110-11. In support of this contention, Nautilus cites portions of Kozima’s specification

describing the disclosed “bill receiving device” as being “‘small-sized and compact . . . with

abundant functions” and having a “‘simplified structure.”’ RIB at 100-11 (quoting RX-0274,

col. 2:29-33; 12:31-32). While Kozima describes the “bill receiving device” as “small-sized and

compact” and having a “simplified” structure, there is no evidence that it is smaller or simpler

than the corresponding structures in Jones, Swinton, and Kallin. In lieu of providing meaningful

comparisons of Kozima’s “bill storage device” to the corresponding mechanisms disclosed in

Jones, Swinton, and Kallin, Nautilus and its expert simply rely on Kozima’s description of the

“bill storage device” as being smaller, more compact, and simpler than certain unidentified

devices. Kozima does not identify the devices to which it is comparing the “bill storage device,”

14The U.S. Patent and Trademark Office (“PTO”) instituted inter partes review proceedings
(“IPR”) against the asserted claims of the ’010 patent based on combinations relying on Kozima
in viewof Jones, Swinton, and Arikawa. Nautilus Hyosung Inc; VTDiebold, Ina, IPR2016- '"
00529, Institution Decision (Aug. 11, 2016). The PTO’s decision to institute IPR proceedings is
not a final determination on the merits. As acknowledged by counsel for Nautilus, the PTO’s
preliminary determination is not binding. Hrg. Tr. (Aug. 29, 2016) at 73:15-24. My analysis
does not rely upon the PTO’s decision.
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and there is no basis for finding that the unidentified devices are those disclosed in Jones,

Swinton, and Kallin.

Nautilus also argues that one of ordinary skill in art would also have been motivated to

combine Kozima with Jones or Swinton because all three references disclose the use of multiple

storage areas to store deposited documents or bills. Id.“ Jones and Swinton, however, disclose

ATMs that are already capable of storing documents and currency in two or more bins. See, e.g. ,

RX-276, col. 5:14-33, col. 10:43-col. 11:6, Fig. 2; RX-0280 at {[1]140-145, Figs. ls, 1t. Unless

Kozima’s “bill receiving device” offers an advantage over the corresponding mechanisms

disclosed in Jones and Swinton there would have been no motivation to modify the ATMs. Ex

parte Tessler, Appeal 2012-006616, at (Oct. 2, 2014) (“. . . Kolk’s system is already remotely

controlled. We thus find the Examiner’s rejection insufficient to explain what in the prior art

would have prompted a person having ordinary skill in the art to include Petite’s remote system

into Kolk’s remote temperature regulating system.”) (intemal citation omitted).

Although Dr. Reinholtz asserts that Kozima’s “bill receiving device” would provide the

Swinton ATM with “an improved mechanism for sorting the different types of checks,” his

assertion is conclusory and unsupported by any explanation as to how and why it would have

been an improvement. RX-1184C (Reinholtz DWS) at Q&A.269. Similarly, while Dr.

Reinholtz asserts that “Kozima teaches precisely the mechanism for simply and easily satisfying

15Although not relied on by Nautilus in support of its argument that one of ordinary skill would
have been motivated to combine Kozima with Kallin, Kallin discloses storing checks intwo
different bins. Checks that are accepted for deposit by the ATM are stored in the storage bin; ‘ "' '
whereas checks that are rejected for deposit and not returned to the user are stored in a “reject
bin.” RX-0279, Fig. 9 (block 228 (“Store Cheque in Storage Bin”), block 244 (“Transport
Cheque to Reject Bin”)). Because Nautilus did not cite this portion of Kallin’s disclosure in
support of its argument, it will not be considered.
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Jones’ requirement for dual bins,” he fails to explain why this is not already satisfactorily

addressed by the mechanism disclosed in Jones. Id. at A265.

For the foregoing reasons, Nautilus has failed to show by clear and convincing evidence

that one of ordinary skill in the art would have had motivation to combine the ATMs disclosed in

Jones, Swinton, and Kallin with Kozima’s “bill receiving box.” "

ii. Claim 13’s limitations are not rendered obvious by
Kozima alone or in combination with Swinton or
Arikawa.

Claim l3, which depends from claim 1 through intervening dependent claims 2-12,

requires a first sheet moving transport that moves a sheet in a first direction and a second sheet

moving transport that moves the sheet in a second direction. ’Ol0 patent, col. 25:27-33. The

claim further requires that the second sheet moving direction be perpendicular to the first. Id.

Nautilus contends that this limitation is disclosed in Kozima, Swinton, and Arikawa. Kozima

discloses a single belt that doglegs in order to transport sheets in a first direction and then in a

second direction:
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Although Nautilus asserts that “claim 13 does not exclude separate transports that are

formed by a continuous moving belt,” its assertion is conclusory. RIB at 123-24. The ’Ol0

patent distinguishes between “transport paths” and “transports.” ’OlOpatent, col. 2:12-16 (“[A]
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check is received through an opening in the housing of the ATM and moved in a transport path

therein in a first direction by a first transport”); col. 2:21-23 (“The second transports engage the

document and are operative to move the document in the transport path a direction transverse of

the first direction”). The specification further describes transports as separate and distinct

structures such that a check being transported by the one transport must disengage from that

transport before engaging with another transport. Id. at col. 2:18-21 (“The document is then

disengaged from the first transport and engaged with a pair of second transports which are

disposed from one another in the first direction”). Each transport disclosed in the specification

has its own belt flights. Id. at col. 6:28-34 (“[A] first transport 440 Operates to move the

document into the document aligmnent area. In the exemplary embodiment the document is

moved in engaged relation between a belt flight 442 and rollers 444.”); col 15:1-2 (“The _

transport 556 includes a pair of disposed belts, each of which has belt flight 560.”). Thus, I find

that although Kozima discloses a first and a second transport path, it does not disclose a first and

second transport as required by the claim.

In the alternative, Nautilus argues that a person of ordinary skill in the art would have

modified Kozima to incorporate the perpendicular transports disclosed in Swinton and Arikawa:
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RDX-1275 (showing RX-0283, Fig. 4 with transports highlighted) N

Nautilus, however, does not provide a motivation for why one of ordinary skill in the art

would have done so. Kozima already has a second transportation path that is substantially

perpendicular to the first transportation path. Both paths, however, are implemented by the same

transport. Nautilus does not provide a reason as to why one of ordinary skill would replace the

two path-one transport architecture disclosed in Kozima with an architecture requiring an

additional transport.

With respect to Swinton, Nautilus does not identify any motivation to modify Kozima to

incorporate the perpendicular transport disclosed in Swinton. RIB at 124-25. With respect to

Arikawa, Nautilus argues that one of ordinary skill in the art Wouldhave been motivated to
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modify Kozima to incorporate ArikaWa’sperpendicular transport paths because doing so would

“provid[e] additional transport paths for separating soiled banl<_notesfrom non-soiled . . .

banknotes.” Id. at 127. Kozima, however, already discloses a mechanism that stores documents

in different storage locations, and Nautilus offers no explanation as to Whythe architecture

disclosed in Arikawa would be an improvement over the architecture disclosed in Kozima.

iii. Kozima alone or in combination with Jones, Swinton, or
Kallin does not disclose the limitations of claim 14. '

Claim 14»depends from claim 13 and is directed to the mechanism used to align checks

and requires “a plurality of noncontact sensors disposed along the first direction.” ’OlOpatent,

col. 25:36-39. A processor uses the sensors to “sens[e] the sheet” as it moves the sheet in the

second sheet moving direction in order to align it in the first sheet moving direction. Id. at col.

25:42-46. The combinations proposed by Nautilus fail to disclose (1) the claimed plurality of

non-contact sensors and (2) moving the sheet in the second direction to align it in the first

direction.

a) The claimed plurality of non-contact sensors are
not disclosed in Kozima, Swinton, or Jones.

Nautilus argues that Kozima, Swinton, and Jones each disclose the claimed plurality of

non-contact sensors. With respect to Kozima, Nautilus relies on switches SW1 and SW4:
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Switch SW1 optically detects the presence or absence of a bill, and switch SW4, by

“detecting the amount of transmitting light,” determines whether there is a single bill or multiple

bills lying on top ofeach other. RX-0274 at col. 4:13-l5; col. 8:49-55. Nautilus’s reliance on

switches SW1 and SW4 to satisfy a claim limitation requiring a plurality of sensors is misplaced

for two reasons. First, the switches are in different embodiments: “[I]n the present embodiment,

no special switch SW4 is provided but the switch SW1 is concurrently used for this switch SW4

. . .” Thus, the embodiments in Kozima have a single non-contact sensor, SW1 or SW4, not a

plurality of non-contact sensors. RX-0274 at col. 8:49-55. Second, the claim language requires
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the switches to “sens[e] the sheet” as it is being aligned in the first direction. Switches SW1 and

SW4 are not used in the alignment process.

. In the altemative, Nautilus argues that it would have been obvious to modify Kozima to

incorporate the non-contact sensors disclosed in Jones or Swinton. Jones discloses two side-edge

sensors used to detect the width of a bill. RX-0280 at [Ol83]. The width of the bill is used to

determine the denomination oi the bill. id. at [0184] (“Once the size of a bill is determined, the

potential identity of the bill is limited to those bills having the same size.”). The device in

Kozima, however, already has “bill discrimination device X” to determine the denomination of a

bill. RX-0274 at 4:6-12. Nautilus has not articulated a reason why one of ordinary skill in the

art would have modified Kozima to implement a function it already had. Further, the side edge

sensors are not used in the aligmnent process as required by the claim.

Nautilus also contends that Swinton discloses the claimed plurality of sensors in the fonn

of optical sensors 216, 216, 218, and 220: _ V
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Although Diebold argues that Swinton does not disclose a plurality of non-contact

sensors in a first direction, its argument is based on interpreting “along the first direction” to

mean “along the first transport.” RX‘-1979C(Kurfess RWS) at A.624 (“In addition, Swinton

does not disclose the claimed configuration of ‘a plurality of noncontact sensors disposed along

the first direction,’ meaning along the first transport”). Under Diebold’s interpretation’of “along

the first direction,i’ Swinton discloses a single non-contact sensor (optical sensor 218). Diebold,

however, has not offered any argument or cited any evidence in support of its construction of

\ .
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“along the first direction.” Under the term’s plain and ordinary meaning, optical sensors 216,

218, 220, and 222 are arrayed along the first direction.

The sensors, however, are not used to sense the check during the alignment process.

Sensors 216 and 218 are used by the “electronic control means 228” to determine whether to

begin the aligmnent process. RX-0276 at col. 9:21-26. Sensor 216 is a thickness sensor, which

determines Whether the item deposited is a check or an envelope. Id. at col. 7:36-43. “If the

thickness sensor 216 indicates that the deposit item is a check, the electronic control means 228

stops the operation of the main motor 150 in response to the sensing of the leading edge of the

check by the sensor means 218” at which time electronic control means 228 initiates the

alignment process. Id. at col. 9:21-38. Although they are used to determine whether to initiate

the alignment process, sensors 216 and 218 are not used to sense the check during the alignment

process. Sensor 220 senses the leading edge of the check after the alignment process has been

completed. Id. at col. 9:52-60 (“After the check has been correctly aligned as just described . . .

.”); col. 10:10-12 (“Feeding movement of the check continues until the leading edge of the cheek

is sensed by the sensor means 220.”). Sensor 222 is an “envelope container full sensor means”

and determines whether container 146, which is used to store deposited envelopes, is full. Id. at

col. 5:30-33; col. 9:1-9. Sensor 222 has no role in the alignment process because, unlike checks,

envelopes do not undergo an alignment process. Id. at col. 8:27-68. ,

b) Neither Swinton nor Kallin disclose “moving the
sheet in the second sheet moving direction” to
align it in the “first sheet moving direction.”

In addition to the sensors, claim 14 requires “moving the sheet in the second sheet

moving direction” in order to align it in the “first sheet moving direction.” To show this

element, Nautilus relies on the disclosures of Swinton and Kallin. According to Nautilus, the
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transportation paths highlighted below:
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The sheet, however, is aligned in the first direction before it moves in the second direction. RX

0276 at col. 9:52-col. 10:42 (“After the check has been correctly aligned as just described._. . .”).

Although Kallin discloses a “cheque 10 input/output transport mechanism 70” that

includes “an alignment mechanism for aligning a cheque,” RX-0279C at col. 5:10-17, Kallin

does not describe how the alignment is performed. Nautilus has made no showing that Kallin
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discloses moving the check in a second direction perpendicular to the first direction, much less

that such movement is used to align the check.

4. Toshinori

_ Toshinori discloses a device for storing “banknotes in change machines.” RX-0281 at 2

The device is capable of processing and storing “two types of banknotes and the like” in a “first

stacker” and a “second stacker.” Id. at 2. Inserted bills are transported to “stacker box 5” by

“conveyance means 4,” which comprises a “first horizontal means 4,” “vertical means 4b,” and

“second horizontal means 4c”:
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RX-0281, Fig. 1; see also id. at 2

Guide panel 12 covers the upper sides of second horizontal means:

E0

‘Y7

\"\__ E

*?

ii‘

:\

" .-_-i'i'5'?‘ :\

\ E best ~‘=‘
I \a 0 . ii \

_V .N.'::“____fo Q4

=' 13h 358

I’ 1 ' 2 V,§ 3 s ZV 4 > ‘fr

/_ / I 11

ll P, P2

‘ if” W
‘ as

.. A .-_

ii

5

123
\r" In Z8 56

RX-0281, Fig. 1; see also id. at 2

Guide panel 12 (highlighted in yellow) is located between two storage areas for bills, first stacker

52 and second stacker 53 (highlighted in blue):

129



FIGURE 4

12

11

51a

58

55

giS0a—~

sf‘ 56 54

PUBLIC VERSION

i‘. 

1 I
>4IJVA

r J lIz?E'i

P131‘
II '

6
I -t|§

"'.{Z‘.:‘:;
~lil-i §_I!l.

'
I

. 5|

1
lZ'I'fl§§ZI'I

fill
|!__________;________ i

Z?hr?

50

52
,-_1
57

.01

50a
I2

‘H

Sta

122

51

53

55

59

-RX-0281’, 4

In order to push a banknote into an appropriate storage area (first stacker 52 or second stacker

53), bill sorting member 14, which includes supporting framework 16 (highlighted 1ngreen), LS

moved from one storage area to the other:

‘ +
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a. Toshinori anticipates claim 1.

Nautilus alleges that Toshinori explicitly or inherently discloses each limitation of claim

1. RIB at 131-38. I6 Diebold does not dispute that Toshinori discloses the limitations of claim l

CIB at 107-30; CRP at 38-47. As shown in the claim chart below, Nautilus has provided

'6 As with Kozima, Nautilus did not explicitly identify Toshinori as an anticipatory reference
with respect to claim 1. RIB at 107. In the context of obviousness, however, Nautilus argued
that Toshinori disclosed each limitation of claim 1. Id. at 131-38. To the extent that it is found
that Nautilus failed to preserve its anticipation argument, I find in the alternative that Toshinori,
by itself, renders claim 1 obvious.

131



PUBLIC VERSION

uncontroverted evidence, relying on the testimony of Dr. Reinholtz, that Toshinori expressly or

inherently disclosed each limitation of claim 1:
1

Claim 1 Toshinori

An automated banking machine comprising: Diebold and Nautilus agreed that the term
“automated banking machine,” which appears in
the preamble of claim 1, should be construed to
mean “any device which is used for carrying out
transactions involving transfers of value.” Order
No. 17 (June l3, 2016) at 2. Neither party
contends, however, that claim l’s preamble is
limiting. RIB at 72; CIB at 87-92.

If the preamble is found to be limiting, Toshinori
discloses an “automatic vending machines” with a
“banknote acceptor in order to accept the
banknotes.” RX-O28lat 2; see also RX-1184C
(Reinholtz DWS) at Q&A.334.

at least one input device adapted to receive
at least one input from users of the machine;

The “automatic vending machine” disclosed in
Toshinori has a “purchase button” and “cancel
button,” which are input devices. RX-028 lat 5;
see also RX-1184C (Reinholtz DWS) at
Q&A.342.

at least output device adapted to provide at
least one output to users of the machine;

The “automatic vending machine” disclosed in
Toshinori necessarily includes the claimed output
device. RX-1184C (Reinholtz DWS) at
Q&A.346.

The “purchase button” and “cancel button,” in
addition to being input devices, provide an
“output” to a user by “blinking.” RX-028lat 2,
5; see also RX-1184C (Reinholtz DWS) at
Q&A.346.

at least one currency dispenser adapted to
dispense cmrency from the machine to users
of the machine;

The “automatic vending machine” disclosed in
Toshinori includes “exhaustion means 6” for
dispensing incorrectly inserted banknotes back to
the user. RX-0281 at 3, 6, Fig. 1; see also RX
1l84C (Reinholtz DWS) at Q&A.348.

an item accepting opening adapted to
receive into the machine, sheet items from
users of the machine;

Bills can be inserted into the “automatic vending
machine” disclosed in Toshinori. RX-0281 at 1
et seq., Fig. 1; see also RX-1184C (Reinholtz.
DWS) at Q&A.350.

at least one sheet item transport in the
machine, wherein the at least one transport

Conveyance means 4 transports bills inserted into
the “automatic vending machine” disclosed in
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is in operative connection with the item
accepting opening,

Toshinori from the insertion slot to the storage
area. RX-0281 at 3; and Fig. 1; see also RX
1184C (Reinholtz DWS) at Q&A.352, 353.

and wherein the at least one transport
includes a pair of disposedisheet supporting
rail portions;

Conveyance means 4 is comprised of first
horizontal means 4a, vertical means 4b, and
second horizontal means 4c. RX-0281 at 3.
Guide panel 12 covers the upper side of second
horizontal means 4c. RX-0281 at 3, Figs. 2, 4;
see also RX-1184C (Reinholtz DWS) at
Q&A.352, 353. Guide panel 12 corresponds to
the claimed rail portions. RX-1184C (Reinholtz
DWS) at Q&A.352, 353.

a storage area, wherein the rail portions
the at least one transport extend in the

of

storage area between a first sheet storage
location in the storage area and a second
sheet storage location in the storage area;

Guide panel 12 extends into the storage area and
is located between first stacker 52 and second
stacker 53. RX-0281 at 3, 5, Figs. 2, 4; see also
RX-1184C (Reinholtz DWS) at Q&A.352-54.

a movably mounted plunger member in the
storage area, wherein the plunger member is
movable transversely between the rail
portions;

The “automatic vending machine” has “bank note
sorting member 14,” which includes “support
framework 16.” RX-0281 at 4. Bank sorting
member 14 moves back and forth between the
two storage locations. Id. at 4, Figs. 3, 4, see also
RX-1184C (Reinholtz DWS) at Q&A.355. Bill
sorting member 14’s movement is transverse to
guide panel 12. RX-0281 at Figs. 7, 9; RX
l184C (Reinholtz DWS) at Q&A.352-54.

at least one drive in operative connection
with the plunger member, wherein the at

least one drive is operative to selectively
move the plunger transversely between the

Drive motor M2moves bill sorting member 14
back and forth between the two storage locations
RX-0281 at 4, 5, Fig. 1; see also RX-1184C
(Reinholtz DWS) at Q&A.356.

wherein the plunger member rs movable
between the rail portions in the storage
in both a first transverse direction and a

rail portions;

31'63.

second transverse direction opposed of the
first transverse direction, »

Bank sorting member 14 moves back and forth
between the two storage locations. Id. at 4, Figs.
3, 4, see also RX-1184C (Reinholtz DWS) at
Q&A.355. Bill sorting member 14’s movement
in both directions is transverse to guide panel 12.
RX-0281 at Figs. 7, 9; RX-1184C (Reinholtz
DWS) at Q&A.352-54; 357.

wherein the pltmger member can move a
sheet from the rail portions and into the first
sheet storage location while moving in the
first transverse direction, and wherein the
plunger member can move a sheet from the
rail portions and into the second sheet
storage location while moving in the sec
transverse direction,

ond

By moving from first stacker 52 to second stacker
53, bill sorting member 14 can move a bill from
guide panel 12 into second stacker 53, By
moving from second stacker 53 to first stacker 52,
bill sorting member 14 can move a bill from
guide panel 12 into first stacker 52. RX-0281 at
4, 5, Figs. 7, 9; see also RX-1184C (Reinholtz
DWS) at Q&A.357
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Accordingly, I find that Toshinori anticipates claim 1.

b. Toshinori in view of Jones, Swinton, Kallin, or Arikawa does
not render the asserted claims obvious. >

g Diebold docs not dispute that Toshinori discloses the limitations of claim 1. CIB at O7

30; CRP at 38-47. The dependent claims, however, require elements that are not found in

Toshinori’s “bill discrimination device.” See, e.g., ’010 patent, col. 26:37-43 (claim 26)

(requiring “at least one magnetic sensing device is operativc to read micr data on the check”).

In order to provide the missing limitations, Nautilus relies on various combinations of Toshinori

with one or more secondary references.

As with the combinations based on Kozima, other than the limitations of claim 13 and

14, Diebold does not dispute that the limitations of the asserted claims are disclosed in the

asserted combinations. CIB at 107-30; CRP at 38-47. Diebold, however, argues that there

would have been no motivation to combine Toshinori with the secondary references. CIB at

107-19. For the reasons set forth below, I find that Nautilus has failed to show by clear and

convincing evidence that one of ordinary skill in the art would have been motivated to combine

Toshinori with Jones, Swinton, Kallin, or Arikawa. As a result, all of Naulilus’s proposed.

obviousness combinations fail. Furthermore, I find that Toshinori and the secondary references

do not disclose the limitations of claim 14 and that the limitations of claim 13 are not obvious in

view of Toshinori alone or in combination with other references.

i. There would have been no motivation for one of
ordinary skill in the art to have combined Toshinori
with Jones, Swinton, or Kallin.

- Nautilus argues that one of ordinary skill in the art would have had motivation to

combine the dual bin storage module disclosed in Kozima with the one of the ATMs disclosed

Jones, Swinton, and Kallin. RIB at 110-11. With respect to Jones and Swinton, Nautilus argues
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that Jones and Swinton disclose ATMs that store bills and documents in two storage locations,

therefore one of ordinary skill in the art would have had motivation to modify the ATMs to

incorporate Toshino'ri’s dual-bin storage device. RIB at 132.17

As discussed above with respect to Kozima, Jones and Swinton already disclose storage

devices for storing bills and documents in two or more storage locations. There would have been

no motivation to modify Jones and Swinton to incorporate Toshinori’s dual-bin storage device,

unless Toshinori’s storage device offered advantages over corresponding mechanisms disclosed

in Jones and Swinton. Nautilus has not identified any such advantages. RX-1184C (Reinholtz

DWS) at Q&A.339, 340. With respect to Jones, Nautilus’s expert, failing to even acknowledge

that Jones already discloses a mechanism for storing checks and other documents in more than

one bin, simply asserts that “[a] person of ordinary.skill in the art would have recognized that

Toshinori teaches precisely the mechanism for simply and easily satisfying Jones’ requirement

for dual bins.” Id. at A339. With respect to Swinton, while Nautilus’"sexpert testified that

“Toshinori can provide Swinton with an improved mechanism for sorting the different types of

checks,” his opinion is conclusory and fails to provide a basis for finding that Toshinori’s sorting

and storage mechanism is an improvement over Swinton’s. Id. at A.34O.

With respect to Kallin, Nautilus’s expert testified that one of ordinary skill in the art

would have been motivated to modify the ATM disclosed in Kallin to incorporate Toshinori’s

bill receiving mechanism, because Toshinori’s bill receiving mechanism allows for erroneously
\

inserted notes to be returned to the user. Id. at Q&A.341. The ATM disclosed in Kallin,

however, already has this functionality. RX-0279 at col. 1:36-40 (“If the user does not agree to

17As discussed above, supra n.l5, Kallin also discloses the use of two bins to store checks.
Because Nautilus does not cite this facet of Kallin’s disclosure in support of its argument that
there was a motivation to combine Toshinori with Kallin, it will not be considered.
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the surcharge, then the cheque transport mechanism operates to transport the cheque in the

reverse direction along the same cheque transport path to return the cheque to the user via the

cheque sl0t.”); col. 8:50-58 (“When a cheque retum operation is initiated, the transport

mechanism 70 reverses the direction of transport (step 240) to convey the cheque through the

diverter apparatus 100 to the cheque input/output slot 56 to return the cheque to the user via the

cheque input/output slot”). Because Nautilus does not offer a comparison between the return

mechanisms disclosed in Toshinori and Kallin, there is no basis for concluding that Toshinori’s

return mechanism offers any advantages over Kallin’s. In the absence of such advantages, one

of ordinary skill in the art would not have had a motivation to combine the references.

On the foregoing basis, I find that Nautilus has failed to show by clear and convincing

evidence that one of ordinary skill in the art would have modified the ATMs disclosed in Jones,

Swinton, and Kallin to incorporate Toshinori’s bill sorting and storage device.

ii. Claim 13’s limitations are not obvious in view of
Toshinori alone or in combination with Swinton and
Arikawa.

Claim 13 depends from claim 1 through intervening dependent claims 2-12 and requires a

first sheet moving transport that moves a sheet in a first direction and a second sheet moving

transport in a second direction. ‘O10patent, col. 25:27-33. The claim further requires that the

second direction be perpendicular to the first. Id. Nautilus contends these limitations are

disclosed in Toshinori, Swinton, and Arikawa. Toshinori discloses a single transport that moves

a bill on a first horizontal path, a vertical path, and a second horizontal path:
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For the reasons discussed above with respect to Kozirna, a single transport does not satisfy claim

13’s requirement for a first and second transport.

Nautilus argues that it would have been obvious to modify Toshinori to incorporate the

perpendicular transports disclosed in Swinton and Arikawa. As with Kozima, however, Nautilus

fails to articulate a reason why one of ordinary skill in the art would so modify Toshinori, when

it already implements the ‘samepaths using a single transport. Nautilus does not provide a reason

as to why one of ordinary skill would replace the T0shinori’s two path-one transport architecture

with an architecture requiring an additional transport.
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Nautilus providesino motivation for modifying Toshinori to incorporate the perpendicular

transport disclosed in Swinton. RIB at 146. With respect to Arikawa, Nautilus argues that one

of ordinary skill in the art would have been motivated to modify Toshinori to incorporate

Arikawa’s perpendicular transport paths because it would “provid[e] additional transport paths

for separating soiled banknotes from non-soiled ones banknotes.” Id. at 147. Toshinori, like

Kozima, however, already discloses a mechanism for storing documents in different storage

locations, and Nautilus offers no explanation as to why modifying architecture disclosed in

Toshinori would offer any advantage.

iii. Toshinori alone or in combination with other references
- does not disclose the limitations of claim 14.

Claim 14 requires “a plurality of noncontact sensors disposed along the first direction.”

’Ol0 patent, col. 25:36-.39. The claimed sensors are used by a processor to “sens[e] the sheet” as

the processor aligns the sheet in the first sheet moving direction by moving it in the second sheet

moving direction. Id. at col. 25:42-46. The combinations proposed by Nautilus fail to disclose

(1) the claimed plurality of non-contact sensors and (2) aligning a sheet in the first direction by

moving it in a direction perpendicular to the first direction.

a) The claimed plurality of non-contact sensors are
not disclosed in Toshinori or the secondary
references.

Nautilus argues that Toshinori, Swinton, and Jones each disclose the claimed plurality of

non-contact sensors. With respect to Toshinori, Nautilus relies on sensors S1and S2:
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As can be seen in Figure 1 of Toshinori, sensor S1 is located on the second honzontal

transport path and sensor S2 is located on the vertical transport path, thus Toshinori does not

disclose a plurality of non-contact sensors “along the first direction.” Moreover, sensors S1 and

S2 are not used to sense ba.nknotesas they are being aligned, but instead are used detect the

passage of banknotes along the second horizontal path and vertical path, respectively. RX-0281

at 4. Toshinori does not disclose any alignment process, much -less one that uses sensors S 1-and —~~ —

S2. i
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In the alternative, Nautilus argues that it would have been obvious for one of ordinary

skill in the art to modify Toshinori to incorporate the non-contact sensors disclosed in Jones or

Swinton. This argument fails for same reasons that it failed with respect to Kozima. The side

edge sensors disclosed in Jones are used to detect the Width of a bill, so that the bill’s

denomination can be determined. RX—0280at [0183-84]. The device in Toshinori, however,

already has “discrimination device 3” to “discriminate[] the types of banknotes” inserted in the

device. RX-0281 at 3. Nautilus has not articulated a reason Whyone of ordinary skill in the art

would have modified Toshinori to implement a function it already has. Further, as discussed

above with respect to Kozima, Nautilus has not presented any evidence or argued that the side

edge sensors are used in the aligmnent process as required by the claim.

Nautilus contends that Swinton also discloses the claimed plurality of sensors in the fonn

of optical sensors 216, 216, 218, and 220. As discussed above with respect to Kozima, these

sensors are not used in the alignment process as required by the claim.

b) Neither Swinton nor Kallin disclose “moving the
sheet in the second sheet moving direction” to
align it in the first direction.

The final element of claim 14 requires moving a sheet in the second sheet moving

direction in order to align it in the first sheet moving direction. Nautilus relies on the disclosures

of Swinton and Kallin to show this element. As explained above with respect to Kozima,

Nautilus fails to show that either reference discloses this limitation.

5. Summary of invalidity‘findings

Kozima anticipates claim 1 of the ’0lO patent but does not render any of the dependent '

claims obvious alone or in combination with Jones, Swinton, or Kallin.
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Toshinori also anticipates claim 1 of the ’010 patent but does not render any of the

dependent claims obvious alone or in combination with Jones, Swinton, Kallin, or Arikawa.

V U.S. PATENT NO. 7,832,631

The ’631 patent, entitled “Method of Reading Coded Records including Magnetic Indicia

on Checks Deposited in an Automated Banking Machine,” issued on November 16, 2010, from

an application filed on November 8, 2007. William D. Beskitt, David A. Peters, and Songtao Ma

are identified as inventors, and Diebold is the assignee. A copy of the ’631 patent was admitted

as JX-0004, and its file history is JX-0008.

A. Claim Construction '

Prior to the Markman hearing, the parties agreed to the construction of three tenns in the

claims of the ’631 patent. Order No. 17 at 2. An “automated banking machine” is any device '

which is used for carrying out transactions involving transfers of value; the “facing position[s]”

are any of the up, down, forward, and backward positions; and “at least one dimensional feature”

is either the length or width. Id.

B. Infringement

Diebold accuses Nautilus ATMs that contain either a bulk check acceptor (“BCA”) or a

cash and check in module (“CCIM”) of infringing claims 1-7 and 18-20 of the ’631‘patent. CIB

at 135-164.

1. Legal Standards

The legal standards for ‘infringement are set forth above in the context of the ’616

and ’O10patents. With respect to indirect infringement of a method claim, indirect infringement

of method patents requires a direct infringement Whereall the meth0d’s steps have been

performed, but another party, such as a customer may perform some of the claimed steps. See
_ t
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Limelight Networks, Inc. v. Akamai Techs, Inc., 134 S. Ct. 2111. 2117-18 (2014). Section 271

defines both direct infringement and the two categories of indirect infringement, active

inducement of infringement and contributory infringement. Id. at 1348. For indirect

infringement violations under section 337, the direct infringement element may occur after

importation, so long as all the other elements of indirect infringement are satisfied at the time of

importation. See Certain Vision-BasedDriver Assistance System Cameras and Components

Thereof, Inv. No. 337-TA-907, Comm’n Op. at 19 (Dec. 1, 2015) (citing Suprema, Inc. v. Int’!

Trade Comm’n, 796 F.3d 1338, 1348 (Fed. Cir. 2015)).

2. Accused Products 2

The functionality that is accused of infringing the claims of the ’631 patent occurs Within

the BCA (Bulk Check Acceptor) and CCIM (Cash and Check in Module), which are modules

within Nautilus ATMs that accept checks. CIB at 135-39. The MX7600DR, MX76O0DS,

MX7600FFL, MX7600R, l\/lX7600T, MX7600TL, MX7600TR, and MX8700TCX contain a

BCA module. Id. at Q&A.135-138 (citing CX-1697 at 11-12); CX-1688C (Kwak Dep. Tr.) at

38-39 (citing CX-1662C). The MX7600DA, MX7600DR, MX7600FFL, MX7600I, MX7600R,

MX7600TA, MX7600T, MX7800 Lobby, MX7800D, MX7800I, MX7800TTW, MX8200QT,

MX8700QT 2.5.5, MX870OQT2.5.l, and MX88OOcontain a CCIM deposit module. CX-1872C

(Singhose DWS) at Q&A.312-317 (citing CX-1697 at 11-12). These modules contain magnetic

ink character recognition (“MICR”) read heads and other components related to the asserted

claims of the ’631 patent, as discussed below.

3. Undisputed limitations (claim 1) V

There is no dispute regarding the infringement of the majority of the limitations in claim

1 of the ’63l patent, and Nautilus did not offer any expert testimony on non-infringement. See
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Tr. at 642-643. Diebold’s expert, Dr. William Singhose, identified evidence showing that the

BCA and CCIM modules perform each of the steps of limitations (a), (c), (d), and (e) in claim 1

of the ’631 patent. CX-1872C (Singhose DWS) at Q&A.486-641.

For the BCA, Dr. Singhose relies primarily on a BCA. Maintenance Manual (CX

1358C) as evidence of infringement. CX-1872C (Singhose DWS) at Q&A.141-43 (citing CX

1358C). This BCA manual shows that the BCA includes magnetic read heads that are used to

sense the MICR line of a check, in accordance with the preamble of claim 1. Id. at Q&A.144-45,

490-91;CX-1358CatNH_972-00054764.The_ moduleintheBCAisableto

receive checks in a stack, which are separated one-by-one, meeting limitation (a) of claim 1. Id.

at Q&A.495-497; CX-1358C at NH_972-00054764. Dr. Singhose further relies on a BCA ‘

manual that describes functions and processing details in the source code that runs on the BCA.

Id. at Q&A.174 (citing CX-1374C). The operation of the Nautilus ATMs is further confirmed by

the deposition testimony of J.H._Kwak(CX-1688C). Based on this evidence, Dr. Singhose

concludesthatthe- moduleoftheBCAincludes- MICRreadheadsthatmeet

limitation (c) of claim 1, because one of the MICR read heads is movable in response to the

width of the check so that the MICR line on the check is aligned with one of the read heads. Id.

at Q&A.592-614; CX-1374C at NH_972-0007006, NH_972-0076998, NH_972-0077089;

CX-1688C (Kwak Dep. Tr.) at 64-78. The BCA manuals further confirm that once the movable

MICR read head has been moved into position, the check is moved past the MICR read heads,

which read the MICR line, satisfying limitations (d) and (e) of claim 1. Id. at Q&A.244-306,

631-33, 637-39; CX-1358C at NH_972-00054764, NH_972-00054772-73; CX-1_374Cat

NH_972-00077089.

For the CCIM, Dr. Singhose relies on a CCIM manual. CX-1872C (Singhose DWS) at
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Q&A.14l-43 (citing CX-1230C). The CCIM manual shows that the CCIM includes magnetic

read heads that are used to sense the MICR line of a check, in accordance with the preamble of

claim 1. Id. at Q&A.322-24,490-91; CX-1230Cat NH_972-00039760. The I module in the

CCIM is able to receive checks in a stack, which are separated one-by-one, meeting limitation

(a) of claim 1. Id. at Q&A.498-499; CX-1230C at NH_972-00039760. Dr. Singhose ftuther

relieson an2 specificationthat describesfunctionsand processingdetailsin the source

code that runs on the CCIM. Id. at Q&A.366 (citing CX-1351C). The operation of the Nautilus

ATMs is ftnther confirmed by the deposition testimony of J.H. Kwak (CX-1688C). Based on

this evidence,Dr. Singhose concludes that the recognition module of the BCA includes 

MICR read heads that meet limitation (c) of claim 1, because one of the MICR read heads is

movable in response to the Widthof the check so that the MICR line on the check is aligned with

one ofthe read heads. Id. at Q&A.615-630; CX-1351C at NH_972-00089538; CX-1688C

(Kwak Dep. Tr.) at 130-40. The manuals further confirm that once the movable MICR read head

has been moved into position, the check is moved past the MICR read heads, which read the

MICR line, satisfying limitations (d) and (e) of claim l. Id. at Q&A.354-378, 631-33, 637-39;

CX-1230C at NH_972-00039760; CX-1351C at NH_972-00089538.

4. The “sensing” limitation (claim 1)

The only disputed limitation of claim 1 is step (b): “sensing through operation of at least

one sensor in the machine, a width associated with the check.” ’631 patent at 41:30-31. Diebold

relies on Dr. Singhose’s testimony that a in the BCA and CCIM

senses the width of checks in the accused ATMs. CX-1872C (Singhose DWS) at Q&A.502-590.

Nautilusarguesthat its productsdo not infringethis limitationbecausethe - senses- data,

which is used to calculate width, rather than directly sensing Width, as required by the claim
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language. RIB at 163-170; RRB at 54-56.

There is no support for Nautilus’s argument in the plain language of the claims.

Limitation (b) of claim 1 states: “sensing through operation of at least one sensor in the

machine, a width associated with the check.” ’631 patent at 41:30-31 (emphasis added). This

limitation does not require a sensor that directly senses width; in accordance with this language,

the width of the check may be sensed “through operation of’ a sensor, which clearly

contemplates the use of components in addition to the sensor. This is further coniinned by the

remaining language in limitation (b), which states that “the at least one sensor is in operative

connection with at least one processor in the machine.” Id. at 41:31-33. This is precisely how

width is sensed in the BCA and CCIM. As described by Dr. Singhose, software running on a

processor— usesdatafrom_ tocalculatethewidthofacheck.CX-1872C

(SinghoseDWS)at Q&A.504-526.TheBCAmanualexplicitlydescribesthis2 as the

“_,” andstatesthatthe— isfor“detectingthewidthofthe
alignedcheck.” cx-13580 at NH_972-00054772-73. Similarly,softwarein the. module of‘

theCCIMusesdatafI‘Om_ to determinethewidthofacheck.CX-1872C

(Singhose DWS) at Q&A.562-572. This functionality is entirely consistent with the

infringement of limitation (b) of claim 1.

In addition, reading the claim language as Nautilus proposes would be inconsistent with

the specification of the ’631 patent. The specification describes examples of a “width sensor

752,” which “may include in some embodiments a plurality of aligned sensors, a linear array

charge couple device (CCD) sensors or other sensors or groups of sensors that are operative to

sense at least one dimension or property which corresponds to a width associated with a

check.” ’631 patent at 31:44-50 (emphasis added). The specification further describes the
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“capability of determining using signals from the sensor 752, the width of the aligned

document.” Id. at 31:52-54 (emphasis added). When describing the processor, the specification

states that “the at least oneprocessor is operative to determine a width associated with the check

responsive to signals from sensor 752.” Id. at 31:64-67 (emphasis added). Nothing in the

specification requires a sensor to directly sense width but instead recognizes that sensors sense a

“dimension or property which corresponds to a width,” and that signals from the sensor are used

by a processor to determine the Width.'8 As Dr‘ Singhose explains, the CCD sensors described in

the specificationareverysimilarto the— usedin the accusedproducts,whichalsorely

on a processor that uses signals from the sensors to determine Width. CX-1872C (Singhose

DWS) at Q&A.543-44.

The intrinsic evidence does not support Nauti1us’s reading of the “sensing” limitation,

and accordingly, Diebold has shown that both the BCA and CCIM infringe every limitation of

claim 1 of the ’631 patent.

5. Claims 2-7 (BCA) ‘

There is no dispute that the BCA infringes the lirnitations of dependent claims 2, 3, 4, 5,

6, and 7. CIB at 140-141; RIB at 170; CRB at 71. Dr. Singhose identifies evidence that the

BCA receives a plurality of checks in a stack and then separatesan individual check for

processing using a picker, meeting the limitations of claim '2. CX-1872C (Singhose DWS) at

Q&A.644-47; CX-1358C at NH_972-00054766. Dr. Singhose identifies an auto-alignment

13 Nautilus’s brief misleadingly refers to “width signals” as evidence that the sensors in the
specification directly sense width, RIB at 166. The specification states: “The width signals
thereafter enable the processor to cause the read head 716 to be positioned in an appropriate 
transverse position . . . .” ’63l patent at 32:1-4. But this reference to “width signals” in the
specification refers to signals used by the processor to determine width, and the word
“thereafter” refers to the fact that this step occurs after the processor has detennined a width
using the signals. Id. at 31:64-68.
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module that aligns checks in the BCA prior to the scanning modules, meeting the limitations of

claim 3. Id. at Q&A.654-668; CX-1374C at NH_972-00077101. Dr. Singhose identifies a

transverse transport in the BCA that meets the limitations ofclaim 4. Id. at Q&A.676-678.

Dr. Singhose identifies the fixed MICR head in the BCA and evidence that the transverse

transport aligns the MICR line on the check with the fixed MICR head in two of four possible

facing positions of the check, meeting the limitations of claim 5. Id. at Q&A.688-89.

Dr. Singhose identifies a movable MICR head in the BCA and evidence that the transverse

transport aligns the MICR line on the check with the movable MICR head in two of four possible

facing positions of the check, meeting the limitations of claim 6. Id. at Q&A.69l-92. Finally,

Dr. Singhose identifies a processor that interprets the MICR line data from the fixed and

movable read heads, meeting the limitations of claim 7. Id. at Q&A.694-96. Accordingly, the

BCA infringes each of these dependent claims.

6. Claims 2-7 (CCIM)

There is no dispute that the CCIM infringes the limitations of dependent claim 2. RIB at

170. Dr. Singhose identifies evidence that the CCIM receives a plurality of checks in a stack and

then separates an individual check for processing using a picker, meeting the limitations of claim

2. CX-1872C (Singhose DWS) at Q&A.648-50; CX-1230C at NH_972-00039760, NH_972- g

00039767.

Nautilus contends that Diebold failed to show that the CCIM infringes claim 3. RIB at

170-172;RRBat 57-60. In his witnessstatement,Dr. Singhoseidentifiesan- module

in the CCIM as the component that practices the limitations of claim 3. CX-1872C (Singhose A

DWS)at Q&A.669-673.Dr. Singhoseadmits,however,that the _ modulereceives

checks after the MICR reading step. 1d. at Q&A.343-345; Tr. (Singhose) at 230-33. This is
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contrary to the claim language, which describes a step of “aligning the check” that occurs prior

to the “sensing” step. ’63l patent at 41:53-57. Dr. Singhose and Diebold concede that the

- moduleis not the componentthatperformstheclaimed“aligning”step,but at the

hearing, Dr. Singhose identified a different alignment that is performed on the check bundle

before the MICR reading step. Tr. (Singhose) at 234:7-l7, 235:25-236:9. Nautilus argues that

this new infringement theory is waived because it was not raised in Diebold’s pre-hearing brief

or in any other previous disclosure. RRB at 57-59. Dr. Singh0se’s testimony is in the record,

however, and it was elicited by repeated questions from Nautilus’s counsel on cross-examination

regarding this limitation. See Tr. at 230-236. Nautilus opened the door for Dr. Singhose to

supplement his testimony, and although the inconsistency weighs against his credibility, there is

no basis for striking his testimony from the transcript.

Dr. Singhose’s new testimony regarding the alignment step is not sufficient to carry

Diebold’s burden to prove infringement, however. In addition to “aligning the check,” claim 3

requires that “the check moves in the machine responsive at least in part to operation of the at

least one processor.” ’63l patent at 41:55-57. Dr. Singhose offers no evidence regarding the

operation of the processor in relation to the alignment of the check bundle, and Diebold has thus

failed to prove infringement of this limitation. Accordingly, the CCIM has not been shown to

infringe-claim 3.

There is no independent dispute regarding infringement of claims 4-7, but the CCIM also

does not infringe these claims because it does not infringe claim 3. See CIB at l40-41; RIB at

l72.

7. Claims 18-20

There is no dispute that the BCA and CCIM modules infringe independent claim l8 and
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dependent claims 19-20. CIB at 141-142; RIB at 172. Dr. Singhose identifies evidence of how

the BCA and CCIM practice each limitation of claims 18, 19, and 20. CX-1872C (Singhose

DWS) at Q&A.698-731. »

Relying on evidence similar to that discussed above in relation to the “sensing”

limitation, Dr. Singhose concludes that the BCA and CC]1\/Imodules obtain “at least one

dimensional feature associated with a financial check including micr line magnetic data” —the

width of the check. CX-1872C (Singhose DWS) at Q&A.699-700; CX-1358C at NH_972

00054772-73; CX-1351C at NH_972-0008953 8. Relying on evidence similar to that discussed

above in relation to limitation (c) of claim 1 and dependent claims 4, 5, and 6, Dr. Singhose

further identifies evidence that the BCA and CCIM modules include a check analysis area that

includes “a check transport path in which checks are movable in any of four facing positions.”

Id. at Q&A.70l-703; CX-1374C at NHv972-00076998; CX-1358C at NH_972-00054764; CPX

0O6lC. This same evidence shows that the check analysis area in the BCA and CCIM modules

includes “plural magnetic read heads.” Id. at Q&A.704-706; CX-1358C at NH_972~00OS4772

73; CX-1351C at NH_972-00089538. This evidence shows that the BCA and CCIM modules

infringe limitation (a) of claim 18. V

Again relying on evidence similar to that discussed above in relation to limitation (c) of

claim 1, Dr. Singhose concludes that the BCA and CCIM modules operate “to move the first

magnetic read head relative to the second magnetic read head” based on the width of the check,

meeting limitation (b) of claim 18. CX-1872C (Singhose DWS) at Q&A.710-l 1; CX-1374C at

NH_972-0076998; CX-1351C at NH_972-00089538. Relying on evidence similar to that

discussed above in relation to limitations (d) and (e) of claim 1, Dr. Singhose concludes that the

BCA and CCIM modules operate to move the check in the transport path, meeting limitation (c)
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of claim 18. Id. at Q&A.715-16; CX-1358C at NH_972-00054772-73; CX-1351C at NH_972

00089538. Relying on evidence similar to that discussed above in relation to limitation (c) of

claim 1, Dr. Singhose concludes that the BCA and CCIM modules ‘operateto cause magnetic

“reading of the micr line magnetic data regardless of the facing position of the check,” meeting

limitation (d) of claim 18. Id. at Q&A.723-724; CX-1374C at NH_972-0076998; CX-1351C at

NH_972-00089538. The evidence thus shows that the BCA and CCIM modules infringe claim

18 ofthe ’631patent.

Relying on evidence similar to that discussed above in relation to limitation (d) of claim

1, Dr. Singhose further identifies evidence that the BCA and CCIM modules include a movable

MICR read head, and that the read heads are “mounted adjacent the check transport path,”

meeting the limitations of claim 19. CX-187_2C(Singhose DWS) at Q&A.728; CX-1374C at

NH_972-0076998; CX-1351C at NH_972-0008953 8. In addition, Dr. Singhose identifies

evidence that the BCA and CCIM modules include a fixed MICR read head, meeting the

limitations of claim 20. Id. at Q&A.730. Accordingly, the BCA and CCIM modules infringe

dependent claims 19 and 20 of the ’_631_patent. '

8. Indirect Infringement

Nautilus argues that even if the BCA and CCIM modules infringe the limitations of the

asserted claims, Diebold has failed to establish evidence of direct infringement in the United

States. RIB at 153-63. Diebold contends that there is sufficient evidence of direct infringement

in the United States. CIB at 149-156. Diebold further argues that Nautilus indirectly infringes

the ’63l patent through active inducement and contributory infringement. Id. at 157-163. fr

a. Evidence of Direct Infringement

Indirect infringement of method patents requires evidence of a direct infringement Where
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all the method’s steps have been performed. Limelight Networks, Inc. v. Akamai Techs, Inc., 134

S. Ct. 2111. 21 17-18 (2014). This direct infringement may be proven either by specific instances

of infringement or by circumstantial evidence showing the accused device “necessarily infringes

the patent in suit.” ACCO Brands, Inc. v. ABA Locks Mfl. Co., 501 F.3d 1307, 1313 (Fed. Cir.

2007). Circumstantial evidence must show that at least one person directly infringed an asserted

claim during the relevant time period. Lucent Techs., Inc. v. Gateway, Inc., 580 F.3d 1301, 1318

(Fed. Cir. 2009). Expert testimony establishing that a product necessarily infringes under certain

conditions may be sufficient if the conditions are clearly bounded. See Vita-Mix Corp. v. Basic

Holding, Inc., 581 F.3d 1317, 1326 (Fed. Cir. 2009);ACCO, 501 F.3d at 1313 (rejecting

circumstantial evidence because the accused device could be used at any given time in a non

infringing manner). Also significant is Whether an alleged infringer “instructs users to use a

product in an infringing way.” Toshiba Corp. v. Imation Corp, 681 F.3d 1358, 1366 (Fed. Cir.

2012) (citing Lucent Techs., 580 F.3d at 1317).

For example in Lucent, the accused infringer designed its products to practice the

claimed invention and instructed its customers to use the accused product in an infringing

way. 580 F.3d at 1318. The Federal Circuit found such circumstantial evidence sufficient to

support the jury’s finding that someone other than Lucent’s expert used the product in an

infringing manner. Id. Following Lucent ’sreasoning, the court in Toshiba also found evidence

regarding industry standards, press releases, end-user instructions, and distributed tools to be

sufficient evidence for a direct infringement fmding. 681 F.3d at 1365. . _

In Toshiba, the method claim described users recording specific data labels as part of

writing data onto DVDs. Id. at 1364. Users usually have two options to write data onto a DVD,

the disc-at-once mode, which finalizes the DVD and Writesthe patented data areas, and the non
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infringing multisession mode, which writes the data but does not finalize the DVD or write the

patented data areas. Id. Appellants provided several key pieces of circumstantial evidence. Id.

In order for the DVD to be useable outside of the recorder, the DVD must be finalized with the

industry standard, which includes the patented data areas. Id Instruction manuals also

recommended using the device in an infringing manner, and the accused devices did not ship

with the infringing configuration disabled. Id. Thus for end users to record DVD data that

would be usable on other DVD machines, the DVD data would have to be finalized, which

infringes the patent if the user follows the instruction manual and maintains the default settings.

Id. The combination of industry standards, the need to finalize DVDs as part of normal use, the

default settings, and the instruction manuals altogether supported the finding that the accused

products directly infringed. Id. _

Conversely in Fujitsu and ACCO, the accused products had non-infringing configuration

options, and the Federal Circuit required the patent owners to show more than the capability of

infringement and provide evidence supporting specific instances of direct infringement. Fujitsu

Ltd. v. Netgear Ina, 620 F.3d 1321, 1328 (Fed. Cir. 2010); ACCO, 501 F.3d at 1313. The

infringing option in Fujitsu was disabled by default, and the relevant standard and user manuals

simply described how to use the product in an infringing manner rather than actively

recommending it. Fujitsu, 620 F.3d at 1328. In ACCO, two sets of instructions described the

infringing and non-infringing use, but the products sold only with instructions describing the

non-infringing use. 501 F.3d at 1313. The only other evidence relied on by the patentee

in ACCO was its expert testimony that the infringing mode was the ‘fnatural and intuitive way’_’vto

operate the device, but ACCO’s expert did not testify whether others actually used the device in

the infringing mode. Id. The Federal Circuit thus ‘heldin Fujitsu and ACCO that circumstantial
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evidence is insufficient to support a finding of direct infringement if it only shows capability of

infringement, rather than a logical result that infringement necessarily must have occurred. See

Fujitsu, 620 F.3d at 1329.

Here, the question is whether Diebold has provided sufficient evidence that depositing a

check in the accused ATMs necessarily infringes the ’63l patent through the use of the CCIM

and the BCA. Diebold has identified various sources of circumstantial evidence to demonstrate

that the accused products have been used to deposit checks and are at least capable of infringing

the ’631 patent claims at dispute. As discussed above, Diebold’s expert witness Dr. Singhose

analyzed the process of checks moving through the CCIM and BCA, relying on his review of

source code and manuals. CX-1872C (Singhose DWS) at Q&A.l39, 215-223, 318; CX-1358C

at NH_972-00054764; CX-1374C at NH_972-00077006, NH_972-00077089; CX-123OCat

NH_972-00039760; CX-1351C at NH_972-00089538. Diebold has also provided circumstantial

evidence that Nautilus ATMs were used in the United States to deposit checks. CPX-0051

(marketing video created in Texas using Nautilus ATM); CX-1895 (Nautilus test procedures in

the United States). '

Nautilus does not appear to dispute that its ATMs are used for depositing checks in the

United States. See, e.g., Tr. (Opening Stmt.) at 78:9-16. Nautilus argues, however, that the bare

act of depositing a check does not necessarily infringe the ’631 patent claims because software

configurations allow for non-infringing uses of the ATM. RIB at 153-157. Nautilus cites

deposition testimony by its employees Mr. Kwak and Mr. Kim to establish optical character

recognition (“OCR”) as a non-infringing configuration available to customers. CX-1682C (Kim

Dep. Tr.) at 163:4-l64:l7; CX-1688C (Kwak Dep. Tr.) at 96:10-97216, 99:4-9. Mr. Kwak

testified that “depending on the configuration value, you could use the MICR data value through
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the two heads or purely through image you could obtain OCR MICR data.” CX-1688C at 96:10

97:8. Nautilus also highlights design-around solutions as evidence that the hardware is, at the

very least, capable of depositing checks without necessarily infringing. See Order No. 23 at 3

(finding that CCIM and BCA modules installed with certain software versions do not infringe the

asserted claims). Beyond the general testimony that non-infringing configuration options exist,

however, Nautilus has not provided specific details such as the mechanism for adjusting the

configuration or whether customers may themselves change configurations after importation.

Nautilus did not present an expert witness on non~infringement, did not cross-examine Dr.

Singhose regarding the configuration options, and did not point to any reference to a

configuration option in the manuals or the source code. The lack of clear evidence regarding the

configuration options must be weighed alongside Diebold’s circumstantial evidence, although

the burden remains on Diebold to demonstrate infringement.

The evidence in this case does not closely align with any previous cases. Unlike in

Toshiba, where the act of finalizing a DVD was inherently an infringing act, here, depositing a

check does not inspire the same level of certainty regarding infringement because the patented

method covers one particular method of scanning a check and not the general deposit process.

Conversely, there is no evidence that the infringing MICR option was disabled by default, which

was critical to the non-infringement finding in Fujitsu. 620 F.3d at 1328. Further, the manuals

describe the infringing MICR read head technology in detail but do not appear to recommend or

even mention the non-infringing options, which was critical for a finding of non-infringement in

ACCO. See CX-1374C (BCA EP functions and processing details) at NH_972-00077006, L

NH_972—00O77089;ACCO, 501 F.3d at 1313. Finally, Dr. Singhose examined the source code

and a representative ATM, presented his findings of infringement without mentioning
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configuration options in his witness statement, and he was not questioned on configuration

options at the hearing. See CX-1872C (Singhose DWS); Tr. at 224-240.

Examining all the evidence, Dr. Singhose’s analysis of the source code and manuals

outweighs Hyosung’s unsupported arguments regarding configuration options. Without more

evidence that the configuration options were in the source code and available to customers,

Dr. Singh0se’s unchallenged and detailed expert testimony carries considerable weight. Without

some evidence that customers would be likely to use non-infringing altematives, such as _

recommendations in a manual or default options, the case law supports a finding that the accused

ATMs necessarily infringe when checks are deposited. Accordingly, Diebold has carried its

burdcn to show direct infringement in the United States. t

b. Induced Infringement _

Section 27l(b) of the Patent Act prohibits inducement: “[w]hoever actively induces

infringement of a patent shall be liable as an infringer.” 35 U.S.C.. § 27l(b). See DSU Med.

Corp. v. JMS C0., 471 F.3d 1293, 1305 (Fed. Cir. 2006) (en banc) (“To establish liability under

section 271(b), a patent holder must prove that once the defendants knew of the patent, they

actively and knowingly aid[ed] and abett[ed] another’s direct infringement.”).

There is no dispute that Nautilus had knowledge of the ’63l patent at least by October 16,

2015, when Diebold sent a letter to Nautilus with allegations of infringement. CX-1227.

Diebold also identifies manuals and marketing materials promoting the benefit of having a fixed

and movable MICR read head to achieve 4-way MICR reading. CX-1872C (Singhose DWS) at

Q&A.740-44; see e.g., CX-1366C (MoniMax 7600 Maintenance Manual) at NH_972-OO44l_l3.

Nautilus’s manuals provide detailed instructions regarding how to install the BCA and CCIM in

an ATM. CX-1872C (Singhose DWS) at Q&A.741-742. Nautilus argues that this evidence is
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not sufficient to prove specific intent to encourage infringement, but there is also evidence that

'9 CX-1980C (Singhose RWS) at Q&A.S66-74; CX

1927c; cx-1357c. ThecommunicationsbetweenNautilusandK include21direct

referencetothe“—” feature,CX-1357CatNH_972-00109009,anda

wncem that

CX-1927C at NH_972-001 14316. This is strong circumstantial evidence

that Nautilus had knowledge of Diebold’spatented technology, copied it, andencouraged itsi

izustomers to use it in an infringillg wayi. See SynQ0r, Inc. v. Artesyn Techs., Inc., 709 F.3d 1365,

1384-85 (Fed. Cir. 2013) (finding evidence of imitation sufficient to show actual knowledge of

the asserted patent). At the very least, these facts support a finding that Nautilus was “willfully

blind regarding its infringing design, because it was aware of Diebold’s moveable MICR readheaddesign,, but
nevertheless implemented this feature in the infringing ATMs. See Certain Biometric Scanning

Devices, Components Thereof Associated Software, and Products Containing the Same, Inv. No.

337-TA-720, Comm’n Op. at 12-16 (Nov. 10, 2011), afl’d by Suprema, Irtc. v. Int’! Trade

C0mm'n, 626 Fed.Appx. 273, 281-82 (Fed. Cir. 2015). Accordingly, I find that Nautilus actively

induces infringement of the ’631 patent by its importation of the BCA and CCIM modules and

ATMs containing such modules. _

c. Contributory Infringement '

Section 271(0) of the Patent Act prohibits contributory infringement: “Under 35 U.S.C. §

'9 Although the ’631 patent did not issue until 2010, the Diebold ATMs that implemented the
moveable MICR read head design were released in 2008. CX-1981C (Hoover WS) at Q&A.31.
Moreover, the application for the ’631 patent was published on June 5, 2008. _JX-0004.
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27l(c), a party who sells a component with knowledge that the component is especially designed

for use in a patented invention, and is not a staple article of commerce suitable for substantial

noninfringing use, is liable as a contributory infringer.” Wordtech Sys., Inc. v. Integrated

Networks Solutions, 1nc., 609 F.3d 1308, 1316 (Fed. Cir. 2010)‘.

As discussed above in the context of induced infringement, Nautilus had knowledge that

the BCA and CCIM modules were especially designed for use in infringing the ’63l patent.

Nautilus argues that there are substantial non-infringing uses for these modules, however, which

preclude a finding of contributory infringement. RIB at 162-63; RRB at 54. Nautilus contends

that certain software versions do not infringe the ’63l patent, but as discussed below, modules

containing these software versions are not accused of infringement. Nautilus further argues that

the BCA and CCIM modules have configuration options that turn off the infringing magnetic

reading feature, but as discussed above, there is no reliable evidence that these configuration‘

options are accessible by customers. Nautilus’s final argument is that the CCIM module accepts

both cash and checks, and that accepting cash is a non-infringing use. Combining cash and

check acceptance into a single module does not prove a substantial non-infringing use, however.

As the Federal Circuit held in Lucent, “an infringer should not be permitted to escape liability as

a contributory infringer merely by embedding the infringing apparatus in a larger product with

some additional, separable feature before importing and selling it.” 580 F.3d 1301, 1320-21
.

(citing Ricoh C0. v. Quanta Computer Inc., 550 F.3d 1325, 1337 (Fed. Cir. 2008) (internal

quotations removed). The infringing feature of the CCIM, the 4-way magnetic MICR reading of

checks, is suitable only for an infringing use, and the presence of other features in the CCIM

does not allow Nautilus to escape liability for its contributory infringement. Accordingly, I find

that Nautilus contributes to infringement of the ’63l patent by its importation of the BCA and
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CCIM modules.

9. Non-Accused Products

Pursuant to Order No. 23 (Aug. 23, 2016), Nautilus’s CSMSXmodules, CSM3x modules,

CCIMmoduleswith softwareversion—, and BCAmoduleswith softwareversions

_ werefoundonsummarydeterminationtonotinfringethe’63lpatent.

See Comm’n Notice (Sept. 22, 2016). There is no dispute that the CSMSXand CSM3X modules

have been imported, and as discussed above, Nautilus presented evidence at the hearing that the

identified CCIM and BCA modules have also been imported. See RX-151 1C (Kim RWS) at

Q/A 9-26.

10. Summary of infringement findings

Nautilus actively induces infringement of claims 1-7 and 18-20 of the ’631 patent by its

importation of BCA modules and ATMs containing BCA modules, including the MX7600DR,

MX7600DS, MX7600FFL, MX7600R, MX760OT, MX7600TL, MX7600TR, and

MX8700TCX. Nautilus contributes to the infringement of claims 1-7 and 18-20 of the ’63l

patent by its importation of BCA modules.

Nautilus actively induces infringement of claims 1-2 and 18-20 of the ’63l patent by its

importation of CCIM modules and ATMs containing CCIM modules, including the MX7600DA,

MX7600DR, MX7600FFL, MX7600l, MX7600R, MX7600TA, MX7600T, MX78O0Lobby,

MX7800D, MX7800[, MX7800TTW, MX8200QT, MX8700QT 2.5.5,_MX8700QT2.5.l, and

MX8800. Nautilus contributes to the infringement of claims l-2 and 18-20 of the ’63l patent by

its importation of CCIM modules.
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Nautilus’s CSMSXmodules, CSM3Xmodules, CCIM modules with software version

-, andBCAmoduleswithsoftwareversions— donotinfringeany

asserted claim of the ’631 patent.

C. Domestic Industry —Technical Prong

Diebold asserts that the asserted claims of the ’631 patent are practiced by the Diebold

3700, Diebold 7700, Diebold 7780, Diebold 7790, Opteva 720, Opteva 720r, Opteva 740,

Opteva 750, Opteva 760, Opteva 828, Opteva 858, Opteva 868, and Opteva 878. CIB at 167

172. Diebold relies on the opinions of Dr. Singhose, who testifies that.the IDMbd module in

each of these Diebold ATMs practices claims 1-7 and 18-20 of the ’631 patent. CX-1872C

(Singhose DWS) at Q&A.767-983. For evidence regarding the operation of the IDMbd,

Dr. Singhose relies primarily upon the IDMbd on-site repair manual (CX-1320C).

1. Claim 1

The only limitation of the asserted claims of the ’63l patent that Nautilus disputes on

domestic industry is the “sensing” limitation, and as discussed above, Nautilus’s argument is

based on an incorrect interpretation of the claim language. Nautilus did not offer any expert

testimony regarding its domestic industry arguments. See Tr. at 642-643. Accordingly, there is

no legitimate dispute regarding the practice of claim 1 of the ’631 patent by the IDMbd module.

Dr. Singhose determines that the IDMbd module is a bulk document intelligent

depository module that can read the MICR line of an inserted check, meeting the limitations of

the preamble and limitation (a) of claim 1. CX-1872C (Singhose DWS) at Q&A.862-873; CX

1320C at 972DBD0034234. Dr. Singhose further identifies a CIS sensor, which is used to

determine the width of a check in the IDMbd, meeting limitation (b) of claim 1. Id. at Q&A.874

902; CX-1320C at 972DBD00034236. Dr. Singhose further finds that the IDMbd includes two
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MICR read heads that meet limitation (c) of claim 1, because one of the MICR read heads is

movable in response to the width of the check so that the MICR line on the check is aligned with

one of the read heads. Id. at Q&A.903-920; CX-1320C at 972DBO0034236. Finally,

Dr. Singhose concludes that once the movable MICR readhead has been movcd into position,

the check is moved past the MICR read heads, which read the MICR line, satisfying limitations

(d) and (e) of claim 1. Id. at Q&A.921-930; CX-1320C at 972DB00034240-41.

2. Claims 2-7

There is no dispute that the IDMbd practices the limitations of dependent claims 2, 3, 4,

5, 6, and 7. CIB at 167-68. Dr. Singhose identifies evidence that the IDMbd receives a plurality

of checks in a stack and then separates an individual check for processing using a picker,

meeting the limitations of claim 2. CX-1872C (Singhose DWS) at Q&A.931-36; CX-1320C at

972DBDOOO34236,972DBDO0O24240. Dr. Singhose identifies an Align Station that aligns

checks in the IDMbd prior to the scanning modules, meeting the limitations of claim 3. Id. at

Q&A.937-44; CX-1320C at 9"/QDBD00034236,972DBD00024240. Dr. Singhose identifies a

transverse roller in the IDMbd that meets the limitations of claim 4. Id. at Q&A.945-948; see

also id. at Q&A.792-93. Dr. Singhose identifies the fixed MICR head in the IDMbd and

evidence that the transverse transport aligns the MICR line on the check with the fixed MICR

head in two of four possible facing positions of the check, meeting the limitations of claim 5. Id.

at Q&A.949-52; CX-1320C at 972DBD00O34470-71. Dr. Singhose identifies a movable MICR

head in the IDMbd and evidence that the transverse transport aligns the MICR line on the check“

with the movable MICR head in two of four possible facing positions~ofthe check, meeting the

limitations of claim 6. Id. at Q&A.953-54; CX-1320C at 972DBDO0O34236. Finally,

Dr. Singhose identifies a processor that interprets the MICR line data from the fixed and
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movable read heads, meeting the limitations of claim 7. Id. at Q&A.956-58; CX-1320C at

972DBDO0034236. Accordingly, the IDMbd infringes each of these dependent claims.

3. Claims 18-20

There is no dispute that the IDMbd module practices independent claim 18_and

dependent claims 19-20. CIB at 168-69. Relying on evidence similar to that discussed above in

relation to the “sensing” limitation, Dr. Singhose concludes that the IDMBD module obtains “at

least one dimensional feature associated with a financial check including micr line magnetic

data” —the width of the check. CX-1872C (Singhose DWS) at Q&A.959-963; CX-1224C

(IDMBD Operating Guide) at 972DBDO0030l 14. Relying on evidence discussed above in

relation to limitation (c) of claim 1 and dependent claims 4, 5, and 6, Dr. Singhose concludes that

the BCA and CCIM modules infringe limitation (a) of claim 18. Id. at Q&A.964-965. Again

relying on evidence similar to that discussed above in relation to limitation (c) of claim 1,

Dr. Singhose concludes that the IDMbd module operates “to move the first magnetic read head

relative to the second magnetic read head” based on the Widthof the check, meeting limitation

(b) of claim 18. CX-1872C (Singhose DWS) at Q&A.966-970. Relying on evidence similar to

that discussed above in relation to limitations (d) and (e) of claim 1, Dr. Singhose concludes that

the IDMbd module operates to move the check in the transport path, meeting limitation (c) of

claim 18. Id. at Q&A.97l-76. Relying on evidence similar to that discussed above in relation to

limitation (c) of claim 1, Dr. Singhose concludes that the IDMbd module operates to cause

magnetic “reading of the micr line magnetic data regardless of the facing position of the check,”

meeting limitation (id)of claim 18. Id. at Q&A.977-79. The evidence thus shows that the _

IDMbd module practices claim 18 of the ’631 patent.

Relying on evidence similar to that discussed above in relation to limitation (d) of claim

161



PUBLIC VERSION

1, Dr. Singhose further identifies evidence that the IDMbd module includes a movable MICR

read head, and that the read heads are “mounted adjacent the check transport path,” meeting the

limitations of claim 19. CX-1872C (Singhose DWS) at Q&A.980-81. In addition, Dr. Singhose

identifies evidence that the IDMbd module includes a fixed MICR read head, meeting the

limitations of claim 20. Id. at Q&A.982-83. Accordingly, the IDMbd module practices

dependent claims 19 and 20 of the ’63l patent.

4. Use of the claimed method

Nautilus contends that Diebold has failed to prove that any claim of the ’631 patent is

used in any Diebold product. RIB at 176. Nautilus cites no case law setting forth standards for

proving the use of a method patent in a domestic industry article, and it is unclear what evidence

of use would be necessary to satisfy the statutory requirement for “articles protected by the

patent.” 19 U.S.C. § 1337(a)(1)(3). The relevant standard may also be different depending on

Diebold’s economic prong contentions, because Diebold relies upon service and assembly of

ATMs under subprong (B) of section 337(a)(1)(3), and investments in the research and

development of the IDMbd module under subprong (C). See Im‘erDigilal Commc 'ns, LLC v.

[m"l Trade Comm ‘n, 707 F.3d 1295, 1304 (Fed. Cir. 2013) (“As long as the patent covers the

article that is the subject of the exclusion proceeding, and as long as the party seeking relief can

show that it has a sufficiently substantial investment in the exploitation of the intellectual

property to satisfy the domestic industry requirement of the statute, that party is entitled to seek

relief under section 337.”).

Nevertheless, as discussed above, Diebold has shown that the IDMbd module practices _

the asserted claims, and I find that Diebold has offered sufficient proof of the use of this module

in Diebold ATMs to show the actual practice of the claims of the ’631 patent. Dr. Singh0se’s
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unrebutted testimony is that anyone who deposits a check using an ATM containing an IDMbd

module will practice the claims of the ’63l patent. CX-1872C (Singhose DWS) at Q&A.854.

Mr. Rogers’s uncontroverted testimony is that Diebold actively encourages its customers to

depositchecksusingitsATMs,andthatonecustomer,_, carriesoutovcrI

- checkdeposittransactionsper weekusingATMsequippedwith IDMbdmodules. CX

1875C (Rogers WS) at Q&A.82-83. In addition, Mr. Rogers testifies that Diebold generally tests

the IDMbd during installation. Id. at Q&A.81. The circumstantial evidence also suggests that

IDMbd modules are being used to deposit checks, because Diebold records show that, as of July

2015, there were 28,818 Diebold ATMs with IDMbds in service in the United States. CX-1875C

(Rogers WS) at Q&A.88. This evidence is more than sufficient to show that the ’63l patent

method is actually practiced in Diebold ATMs.

D. lnvalidity

Nautilus contends that the asserted claims of the ’63l patent are invalid as obvious in

view of Japanese patent application JP2004-l 106l2A to Yasuhiko et al. (RX-0324, “Yasuhiko”)

combined with Korean patent KRIO-613889 to Kim (RX-0322, “Kim”), and U.S. Patent No.

5,534,682 to Graef er al. (RX-0445, “GraeP’) or the Diebold prior art IDM l combined with

Yasuhiko and U.S. Patent No. 5,875,259 to Mennie et al. (RX-0333, “Mennie”). RIB at 175

232.

1. Prior-art status of the obviousness references

There is no dispute that references relied upon by Nautilus for obviousness are prior art to

the ’63l patent. The ’63l patent issued from an application filed on November 8, _20Q7.p’63l W

patent, cover. The application claims priority to a provisional application filed on November 10,

2006. '
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Yasuhiko is a Japanese patent application entitled “Image Reading Apparatus with

Magnetic Ink Data Reading Mechanism and Controlling Method Thereof,” and was published on

April 8, 2004. RX-0324, cover. Yasuhiko is prior art to the ’63l patent under § l02(b). Kim is a

Korean patent entitled “Bidirectionally Reeognizable Magnetic Ink Character Reader” and was

published on August 21, 2006. RX-0322, cover. Kim is prior art to the ’63l patent Lurder§

l02(a). Graef is a U.S. patent entitled “Article Depositing Apparatus” that issued on July 9,

1996 from an application filed on March 21, 1995. RX-0445, cover. Graef is prior art to the

’63l patent under § 102(b). The IDM 1 is a deposit module that was first sold in September,

I993. RX-0121C (Diebold’s 4th Supp. Resps. to Interrog. No. 91) at .006. The IDM l is prior

art to the ’63l patent under § l02(b). Mennie is a U.S. patent entitled “Method and Apparatus

for Discriminating and Counting Documents” that issued on February 23, I999 fiom an

application filed on March 7, 1995. RX-0333, cover. Mennie is prior a.rtto the ’63l patent

under § 102(b).

2. Level of Ordinary Skill in the Art

Neither Diebold nor Nautilus address the appropriate level of ordinary skill in the art with

respect to the ’63l patent in their post-hearing briefs. Diebold’.sexpert, Dr. Singhose, opines

that a person of ordinary skill would have had combination of experience and education,

typically consisting of a bachelor degree in mechanical engineering and four years of experience

in mechanical engineering. CX-1980C (Singhose RWS) at Q&A.29. Nautilus’s expert, Dr.

Stevenson, opines that one of ordinary skill in the art would have had a bachelor degree in

mechanical engineering, computer science, computer engineering, electrical engineering, or a

closely related field, along with at least two years of industry experience in engineering

electromechanical devices. RX-1185C (Stevenson DWS) at Q&A.85. The level of ordinary
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skill as articulated by Dr. Singhose is consistent with the subject matter of the ’631 patent.

Accordingly, I find that one of ordinary skill in art would have had a bachelor degree in

mechanical engineering and four years of experience in mechanical engineering.

3. Yasuhiko in combination with Kim

Depending on how a check is inserted into an ATM, the MICR line will be in one of four

different orientations: (1) left side, face up, (2) left side, face down, (3) right side, face up, and

(4) right side, face down. The asserted claims are directed to a device that can read the MICR

line in all four orientations using two MICR heads. Nautilus contends that Yasuhiko in

combination with Kim would have rendered such a device obvious.

Yasuhiko discloses a system for reading a “magnetic ink character string . . . in an image

reading apparatus.” RX-0324 at [0O01]. The system is depicted in Figure 1:

FIG. 1
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The system’s “magnetic reading unit 14” reads magnetic ink characters on documents of varying

widths. Id. at [OO93].A “magnetic reading position setting mechanism 14a” “detects the width

W ofthe document 1.” Id at [OO95].Based on the detected width of the document, “magnetic

reading unit 14” is moved “perpendicular to the direction of the feeding of the document 1” so

that it is in position to read the magnetic characters. Id. at [0093-95]. Thus, an ATM

incorporating the movable read head disclosed in Yasuhiko can read the MICR line on checks

having different widths.” Such an ATM, however, still requires the user to insert the check so

that side with the MICR line is on same side of the transport path as the movable read head.

In order implement an ATM that is capable of reading the MICR line irrespective of

which side of the transport path the MICR line is on, Nautilus proposes combining Yasuhiko

with Kim. Kim discloses a “magnetic ink character reader” that can read the MICR line of a

check irrespective of which side of the transport path that the MICR line is on. RX-0322,

Abstract. In order to accomplish this, the device disclosed in Kim has two fixed magnetic read

heads (head parts (23a, 23b). RX-0322 at 4, Fig. 2, Fig. 3. According to Nautilus, in view of

Kim, one skilled in the art would have been motivated to modify the device disclosed in

Yasuhiko by adding a fixed magnetic read head, so that the resulting device would be able to

read the MICR lines of deposited checks of varying widths irrespective of which side of the

transport path the MICR line is on. For the reasons set forth below, I find that one of ordinary

20Claims l and 18 require the claimed methods be performed by an “automated banking
machine.” ’631 patent, col. 41:26-29 (claim 1); 43:11-12 (claim 18). Diebold argues that this
limitation is not disclosed or rendered obvious by Yasuhiko. Diebold acknowledges, however,
that Yasuhiko’s “check scanner” could be used in an ATM. CRB at 83. Diebold’s argument that
Yasuhiko does not render the “automated bank machine” limitations obvious isesolely based on '
its contention that Nautilus waived the argument by not raising it in its pre-hearing brief.
Nautilus, in fact, raised this argument in its pre-hearing brief. RPHB at 316-17, 317 n. 63.
Accordingly, I find that that Yasuhiko renders the automated banking machine limitation
obvious.
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skill in the art would not have had motivation to modify Yasuhiko as proposed by Nautilus.

)Moreover, I find that Nautilus’s proposed combination fails to disclose all of the limitations of

the asserted patents. '

a. There would have been no motivation to modify Yasuhiko to
add a fixed MICR head.

Nautilus argues that one of ordinary skill in the art would have been motivated to modify

Yasuhiko to add a fixed MICR read head to allow processing of checks of different widths

irrespective of whether the MICR line appears on the right side or lefi side of the transport

path.” Nautilus argues that such a modification would have been obvious in view of Kim, which

discloses the use of two fixed MICR read heads to process checks of identical widths irrespective

of whether the MICR line appears on the right side or the left side of the transport path. An

examination of the references shows that one of ordinary skill would have had no motivation to

make the modifications proposed by Yasuhiko.

Yasuhiko discloses two systems that can process checks of varying widths. The first

system is described as prior art to Yasuhiko and is depicted in Figure 18:

21Nautilus does not contend that one of ordinary skill in the art would have modified Yasuhiko
by adding a movable MICR head. See, e.g. , RIB at 187 (“Similarly, employing a second fixed
MICR reader like the one in Kim in Yasuhiko would eliminate the problem with movable MICR
readers of needing to search for the MICR line, thereby improving processing speed, ftuthering
the stated goal of automatic deposit/withdrawal apparatuses noted in Kim: allowing a user to
‘quickly and simply deposit or withdraw checks without going through bank windows.”’)
(quoting RX-322 at 2). ‘ .
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FIG. 18
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“Stationary side document guide 7lb” and “moveable side document guide 71a” align

“document 1” in the transport path so that it can be optically and magnetically read. RX-0324 at

[O020]. After the entire surface of document 1 is image read by “image reading line 73,” the

documenfs “magnetic ink character string 2” is read by “magnetic reading unit 74,” which is

fixed. Because the magnetic ink character string 2 is a set distance fiom the edge of the check

(“D”), magnetic reading unit 74 can be placed in a fixed position that enables it to read the

magnetic ink character string of each document. Id. at [0O22]. Because the location of a

document’s edge aligned against the “moveable side document guide 71a” will vary between

documents according to each document’s width, while the location of the edge aligned against

the “stationary side document guide 7lb” will remain constant, a fixed magnetic read head can

only be used to read a MICR line along the edge aligned against the stationary side document

guide. There would have been no motivation to add a second fixed magnetic read head to this
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system because the system already has a fixed magnetic read head to read a MICR line along the

edge aligned against the stationary side document guide, and a fixed magnetic read head could

not be correctly positioned to read a MICR line along the edge aligned against moveable side

document guide.

Yasuhiko describes the system depicted in Figure 18 as being problematic because for

image reading it is beneficial for documents to be centered, rather than being justified to one

side. Id. at [0023]-[O025]. To ensure documents being processed are centered, Yasuhiko

discloses an embodiment that uses two movable document guides (1la, llb):

FIG. l
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To accommodate documents of different widths, document guides lla and llb move the

same distance in opposing directions to ensure that the centerline of each document is in the

same location in the transport path. Ia’.at [0089]-[0090]. Because the locations of both edges

will vary between documents of different widths, the fixed magnetic read head of the prior art
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system cannot be used to read magnetic ink character string 2. Instead, as described above, a

movable_magnetic read head (“magnetic read head 14”) is positioned over magnetic character

ink string 2 based on the width of the document (“W”) and the distance between the edge of the

document and magnet character ink string 2 (“D”). Id. at [0093]-[OO95].

There would have been no motivation to add a fixed magnetic read head to the system

depicted in Figure 1 because the locations of both edges of a document will vary between

documents of different widths. Accordingly, a fixed magnetic read head could not be placed in a

position where it would be able read a MICR line appearing along one of .the edges of a

document.” 

b. Yasuhiko in combination with Kim does not disclose all of the
limitations of the asserted claims.

In addition to disputing that one of ordinary skill in the art would not have been

motivated to_modify Yasuhiko in view of Kim, Diebold argues that Nautilus’s proposed '

combination does not disclose all of the elements of the asserted claims. In particular, the

asserted claims require an ATM that can read a MICR line appearing on the right side or left side

of the check irrespective of whether the check is face up or face down. ’63l patent, col. 41 :38

41 (claim 1) (“wherein the at least one magnetic read head is moved such that the micr line on

the check is aligned with one of the magnetic read heads regardless of a facing position of the

cheek . . . sensing micr line data on the check with one of the two magnetic read heads”); col.

44:10-12 (claim 18) (“operating the machine to cause magnetic read head reading of the micr

22In its reply post-hearing brief, Nautilus suggests that the system depicted in Figure 1 in
combination with the system of depicted in Figure 18 renders obvious asserted claim 5, which
requires a fixed MICR head and a moveable MICR head. RIB at 73-74. This argument was not
raised in Nautilus’s prehearing brief and is hereby deemed waived. Ground Rule 11.1 (“The
post-trial brief shall discuss . . . those issues that are included in the pre-trial brief and any
permitted amendments thereto. All other issues shall be deemed waived”).
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line magnetic data regardless of the facing position of the check”). The device disclosed in Kim

is expressly described as being incapable of reading the MICR line of a check inserted face

down, instead of face up: “[S]ince the present invention is capable of recognizing the check in

both left and right directions, all the checks may be recognized unless the user inserts the checks

upside down, unlike the related art.” RX-0322 at 5. Figure l of Yasuhiko depicts the movable

read head (magnetic reading unit 14) reading the magnetic ink line of a document that is face up:

_ FIG. 1 r
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Yasuhiko is silent on whether the movable read head can read the magnetic ink line if the check

is face down.

In an attempt to address this deficiency, Nautilus argues that “a person of ordinary skill in

the art would understand that MICR readers can read through a check.” CIB at 187 n. 20. In

support of this argument, Nautilus cites U.S. Patent No. 7,474,780 to Volpa (“Volpa”), which

disclosesa “MICR station [that ] can operate on the MICR markings through the paper of the

document,” and thus can read MICR markings “regardless of Whetherthe front or back face of

171



PUBLIC VERSION

the docmnent faces the charge heads and the read heads.” RX-0321, Volpa at 3:7-23.

Importantly, Nautilus does not argue that one of ordinary skill would have combined Volpa’s

“MICR station” with Yasuhiko or Kim, but that “Volpa evinces that a person of ordinary skill in

the art would understand that a magnetic reader can read through paper.” CIB at 187 n. 20.

The magnetic read heads of Kim, however, cannot read through paper, RX-0322 at 5, and

there is no evidence indicating that the read head of Yasuhiko can read through paper, RX-0324, '

Fig. 1. On the foregoing basis, I find that the proposed combination of Yasuhiko and Kim fails

to disclose each limitation of the asserted claims.

4. Graef or the IDM 1 in combination with Yasuhiko and Mennie

Nautilus contends that either Graef or the IDM 1 in combination with Yasuhiko and

l\‘/Iennierenders the asserted claims obvious.23 The IDM 1 is a check deposit module. RX

1185C (Stevenson DWS) at Q&A.287. As confirmed by Thomas Graef wh<%in addition to

being the first named inventor on the Graef reference—was the lead teclmical engineer on the

project that lead to the IDM 1, Graef and the IDM1 are closely related. RX-0834C (Graef Dep.

Tr.) at 45:4-17; 142:3-20 (testifying that the Graef reference is “about” the IDM 1); see also CX

198OC(Singhose RWS) at Q&A.133); RX-1185C (Stevenson DWS) at A.287 (“S0, where the

documentation that I received was incomplete I looked to the Graef ’682 patent to better

understand how the IDM worked.”).

23Nautilus petitioned the PTO to institute an IPR against the asserted claims. One of the grounds
asserted in Nautilus’s petition was that the claims were obvious over a combination of Graef,
Mennie, and U.S. Patent Publication 2006/0196940 A1 (“Kawai”). IPR20l6-00633, Decision,
Paper No. 7 (Aug. 22, 2016) at 8. The PTO declined to institute an IPR, finding that “the *
information presented in the Petition fails to establish a reasonable likelihood that Petitioner ‘
would prevail.” Id. at 35. As acknowledged by Diebold, however, the PTO’s decision is not
binding. CIB at 173 n. 12. My analysis of Nautilus’s invalidity contentions does not rely on the
PTO’s decision. i
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Graef discloses “an apparatus for receiving, processing and sorting envelopes and single

document deposits.” RX-0445 at col. 1:9-12. Such “single document deposits” may include

“checks, utility bills, or other sheet notes.” Id. at col. 2:57-61. In order to read the MICR line of

a deposited document, Graef employs a movable shuttle that includes a MICR head and a retro

reflective sensor. Id. at col. 9:6-1.2. The sensor detects whether a document is underneath it. Id.

In order to read the MICR line of a document, the shuttle is first placed in a “location wherein

the coded information would be expected on the document deposit.” Id. at eol. 20:31-36. In the

event that the coded information is not found where initially expected, a central processing tmit

causes the transport belt to continually reverse itself in order to move the document past the

MICR head, while at the same time, the shuttle moves “to a position where the coded

information might be found.” Id. at col. 20:33-44. The ANSI and ISO standards specify that

the MICR line on a check must be printed at a set distance from the eheck’s edge. RX-0828C

(Carpenter Dep. Tr.) at 59:17-60:5; CX-1980C (Singhose RWS) at Q&A.2SO-51. Accordingly,

if a check was being processed, the MICR line would only be “expected” and “be found” along

one of the edges at the distance prescribed under the standards.

The IDM 1 is structurally and operationally similar to the apparatus disclosed in Graef.

The IDM 1 has a shuttle with a MICR head and a retro-reflective sensor. RX-834C (Graef Dep.

Tr.) at 113114-l14:20. The shuttle’s sensor determines whether a cheek is underneath it by

emitting light and detecting whether any light is reflected back. RX-834C (Graef Dep. Tr.) at

113:14-114:20. ‘The shuttle moves as long as the sensor detects reflected light. Id. When the

sensor reaches the edge of the check it will no longer detectrefleeted light at which point the

shuttle stops. Id. The distance separating the sensor and the MICR read head on the shuttle is

the same as the distance between the edge of the check and the MICR line. Id. As a result, when
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the shuttle stops, the sensor will be positioned over the edge of the ‘checkand the MICR head

will be positioned over where the MICR line would be, if the MICR line was along that edge. Id.

Graef and the IDM 1 do not disclose two elements required by the asserted claims: (1)

positioning the MICR head based on a check’s sensed width and (2) two magnetic read heads.“

Nautilus argues that sensing a check’s width and using that width to position the MICR read

head would have been obvious either in view of Graef alone or in combination with Yasuhiko.

Graef and the IDM 1 disclose the use of a single MICR read head. Nautilus argues that it would

have been obvious to modify Graef and the IDM 1 to use a second a MICR read head in view of

Mennie. For the reasons set forth below, I find Nautilus’s arguments to be unavailing.

a. There would have been no motivation to modify Graef and the
IDM 1 so that the MICR head is moved based on the check’s
sensed Width.

As a preliminary matter, neither Graef nor the IDM 1 discloses moving the MICR head

based on the sensed width of a check. Although Nautilus contends that sensing the location of

the edges of the check somehow constitutes sensing the width of the check, this contention is

contradicted by its own expert’s testimony. Dr. Stevenson testified that there were a “number of

options to detennine where to move the MICR shuttle 90.” RX-1185C (Stevenson DWS) at

A.lO9. Dr. Stevenson identified three such “options”: (1) moving the MICR head to a location

where magnetic ink is magnetically sensed, (2) moving the MICR head to a location that is a

fixed distance from the edge of the check, and (3) moving the MICR head to a location based on

24Claim 1 requires a system that senses “a width associated with the check”_and “mov[es]
responsive at least in part to the width sensed” a magnetic read head, whereas claim 18 requires a
system that “obtain[s] at least one dimensional feature associated with a financial check” and
moves a magnetic read head based in part on the “one-dimensional feature obtained.” ’631
patent, col. 41:31-36 (claim 1); col. 43:11-co]. 44:7. For its invalidity arguments, Nautilus relies
on the check’s width to satisfy claim 18’s “one dimensional feature” limitations. RIB at 226-28.
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the width of the check. Id. The second option is disclosed in Graef and the IDM 1, and the third

option is the method required by the asserted claims. '

With respect to Graef, Dr. Stevenson also opines that “because Graef ’682 discloses that

‘the document deposit is aligned along the edge of platen 310,’ the width is necessarily also

known.” Id. at A.108 (quoting RX~0445 at 20:1-2). Neither Dr. Stevenson nor Nautilus explains

why so aligning the document means that the width of the document is necessarily known.

Moreover, even if Dr. Stevenson is correct that aligning the document means that the system

disclosed in Graefhas necessarily detennined the width of the document, the asserted claims

require that the MICR head be “moved responsive at least in part to the width sensed.” ’63l

patent, col. 41:34-35. The shuttles in Graef and the IDM 1 are not repositioned based on the

width of the document; they are moved until they sense the edge of the document. Nautilus has

not articulated any advantage to using the sensed width of the check to position the MICR head

instead of the location of the edges.

Although Dr. Stevenson testifies that modifying Graef and the IDM 1 to use the check’s

width to determine Whereto position the MICR head would be advantageous because it would

limit the need to search for the MICR line and limit’the need to move the check back and forth,

which would result in faster processing time and a decreased likelihood that checks will be

damaged through “unnecessary movement,” he does not explain how or why any these

advantages would be realized. RX-1185C (Stevenson D\lVS)at A.1 10. While determining the

width of a check would allow a system to position the MICR head over the area along the edge

of the check that could contain the MICR line, this canralso accomplished by locating an edge of

the check and positioning the MICR head a set distance from the edge. RX~l 185C (Stevenson

DWS) at A.109.
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The “unnecessary movement” in Graef and IDM 1 that increases processing time and

increases the likelihood of checks being damaged is the result of the MICR head being initially

positioned over the wrong edge of the check so that it has to be relocated to the opposite edge.

In the context of a system with one moveable MICR head—such as Graef and the IDM l—using

the check’s width to determine where to initially position the MICR head does not eliminate the

possibility that the MICR head will be initially positioned on the wrong edge, so that it has to be

relocated to the opposing edge. Moreover, as discussed below, Nautilus contends that it would

have been obvious to modify Graef and the IDM l by adding a fixed MICR head so that there

would be a MICR head on each side of the transport path. Nautilus, however, has not identified

any motivation to further modify the system so that the moveable MICR head is positioned based

on the check’s width, rather than the location of an edge. As proposed by Nautilus, the two

MICR head system would not need to “continually reverse” the transport path as the moveable

head moves to the opposing edge, because the fixed MICR head would already be in position to

read the MICR line along the opposing edge.

b. One of ordinary skill in the art would not have had motivation
to modify Graef and the IDM 1 to incorporate a second MICR
head.

Both Graef and Mennie disclose single-MICR-head systems that can process checks

irrespective of whether a cheek is inserted face up or face down or whether it is inserted so that

the MICR line is on the right side or left side. RX-0123C at TG00007793-94; RX-1185C

(Stevenson DWS) at Q&A.l0l. Nautilus argues that it would have been obvious in view of

Mennie to modify Graef and the IDM 1 to incorporate a second MICR head, because such a

modification would have resulted in faster processing times and eliminated the need for the
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movable MICR head to move the entire width of the check. RIB at 207-08. Mennie, however,

does not suggest the use of two magnetic read heads.

Mennie is directed to “an apparatus and method for discriminating among a plurality of

document types such as currency bills of different denominations and/or from different

countries.” RX-0333 at col. 1:61-64. Mennie discloses a number of embodiments having one or

more scanheads. Nautilus argues that the embodiment disclosed in Figure 23 renders the use of

two laterally-disposed magnetic soanheads obvious. In this embodiment the bill that is to be

scanned is “transported in a left justified manner along the transport path.” Id. at col. 54:53-57.

So aligned the bill (1084) is scanned by two moveable scanheads (1086a, 1086b), which are"

positioned based on the width of the bill:

a 54./ \
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Id. at col. 54:58-65. As an alternative to using two moveable heads, Mennie teaches that a

“hybrid system having both stationary and moveable scanheads” can be implemented. Id. at col.

55:11-13. Although the scanheads used in these embodiments are optical scanheads, not

magnetic scanheads, Nautilus argues that Mennie expressly teaches that the scanheads can be
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implemented as magnetic scanheads by stating with respect to an earlier embodiment that “the

scanhead may employ a variety of detection means such as magnetic, optical, electrical

conductivity, and capacitive sensors.” Id. at 17:27-30.'

\lVhenthe Figure 23 embodiment and Mennie’s discussion of different scanheads are

examined in context, however, Nautilus’s argument quickly loses its force. Mennie teaches that

magnetic sensing can be used to help differentiate between bills of different denominations.

Specifically Mennie teaches that magnetic sensing can detect (1) whether magnetic ink is present

or absent in portions of printed indicia on the currency; (2) pattems arising from changes in

magnetic flux or the strength of the magnetic fields along a bill; (3) patterns of vertical grid lines

in the portrait area of bills; (4) the presence of a security thread, or (5) the total amotmt of

magnetizable material of a bill. RX-0333 at col. 2:24-39. In addition to optical and magnetic

sensing, Mennie also teaches that “other techniques of detecting characteristic information of

currency” can be used “includ[ing] electrical conductivity sensing, capacitive sensing (such as

for watermarks, security threads, thickness, and various dielectric properties) and mechanical

sensing (such as for size, limpness, and thickness).” Id. at col. 2:55-60. Although it teaches that

sensors other than optical sensors can be used to discriminate between different types of

currency, Mennie describes optical sensing “as the more commonly used.” Id. at col. 2:40-44;

col. 22:1-13.

Consistent with its description of optical sensing as being the most commonly used, each

embodiment disclosed in Mennie employs optical scanheads. RX-1185C (Stevenson DWS) at

’A.l47 (“ln general,‘ the scanheads are described as being optical scanhead_s. . . .”). The only

implementation of a non-optical scanhead disclosed in Mennie is a fixed magnetic scanhead used

in conjunction with two optical scanheads. Specifically, Mennie teaches that the bill-scanning
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system using two optical scanheads can be supplemented with “a magnetic scanhead,” Id. at col.

22: l-2 (“In addition to the optical scanheads, the bill seaming system preferably includes a

magnetic scanhead.”); col. 22:13-16 (“The denomination detennined by optical scanning of a bill

is preferably used to facilitate authentication of the bill by magnetic scanning . . . ."). The

magnetic scanhead measures the “magnetic content” of the bill, while the optical scanheads

measure an optical characteristic of the bill, such as its “reflected light intensity.” Id. at 22:41

49. Both the “magnetic content” and optical characteristic are indicative of particular

denominations. Id. If both measurements are consistent, e.g., both the optical characteristic and

magnetic content indicate the bill is a $10 bill, the bill is accepted. Id. If the measurements are

inconsistent, the bill is rejected. Id. I

Accordingly, the less commonly used sensing techniques, such as magnetic sensing, are

shown as being used in addition to not in lieu of optical sensing. There is no suggestion in

Mennie that it would be advantageous to replace all of the scanheads in the Figure 23

embodiment, or any other embodiment, with magnetic scanheads. If one of ordinary skill in the

alt were trying to apply the teachings of Memiie to check processing, he or she would likely

modify the Figure 23 embodiment to include a third scanhead to detect the presence or absence

of magnetic ink. Not only is such a modification suggested by Mennie, RX-0333 at col. 22:1-l ~

49, such a system would resemble systems such as Diebold’s IDM 3 and 4 products. RX-0828C

(Carpenter Dep. Tr.) at 62:15-63:15. Instead of a MICR head these systems used optical sensors

for optical character recognition and magnetic sensors to detect the presence of magnetic ink. Id.

at 63:17-64:5. In the altemative, Mcmiie might lead one of ordinary skill to modify Graef and

the IDM l to include a magnetic or optical sensor located upstream of the movable MICR head

to detennine which side of the check the MICR line was on, so that the movable MICR head
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could be moved to the correct side. RX-0333 at 2:24-30 (“Magnetic sensing is based on

detecting the presence or absence of magnetic ink in portions of the printed indicia on the

currency by using magnetic sensors . ; . .”).

In contrast, Nautilus’s argument that one of ordinary skill would have been motivated to

modify Graef and the IDM 1 in view of Memiie to add a second MICR head appears to be

suggested from the teachings of the asserted claims, rather than the prior art references. KSR

Int’! C0. v. TeleflexIna, 550 U.S. 398, 421 (2007) (“A factfinder should be aware, of course, of

the distortion caused by hindsight bias and must be cautious of arguments reliant upon expost

reasoning”); Graham v. John Deere C0. of Kansas City, 383 U.S. 1, 36 (1966) (cautioning fact

finders “to resist the temptation to read into the prior art the teachings of the invention in issue”).

Not only does Mennie, as discussed above, not suggest the proposed modification, such a

modification would negate an aspect of the invention, which is touted as being “important.”

Specifically, Graef identifies as one of the advantages of the invention that it uses “only one

magnetic read head” thereby “reduc[ing] the necessity of duplicate components.” RX-0445 at

23:5-10 (“More importantly, an apparatus according to the present invention can scan, image and

print onto one or both sides of a document deposit and accomplishes such scanning, imaging and

printing, utilizing only one magnetic read head, one image/scanner and one print head.

l In this respect, the ability to duplex a document deposit reduces the necessity of duplicate

components”). Nautilus’s proposed modification of adding a duplicate component in the form

of a second MICR head would negate this very advantage. Cheese Sys., Inc. v. Terra Pak Cheese

and Powder Systems, Inc, 725 F.3d 1341, 1362 (Fed. Cir. 20173(“Even when all claim

limitations are found in prior art references, the fact-finder must determine Whatthe prior art
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teaches, whether prior art teaches away from the claimed invention, and Whetherthere was

motivation to combine teachings from separate references”).

VI. DOMESTIC INDUSTRY —ECONOMIC PRONG _

To satisfy the domestic industry requirement, Diebold relies on its investments in field

service, manufacturing, engineering, and research and development. CIB at 204-227.

A. Legal Standards

In patent-based proceedings under Section 337, a complainant must establish that an

industry “relating to the articles protected by the patent . . . exists or is in the process of being

established” in the United States. 19 U.S.C. § l337(a)(2). Subsection (3) of Section 337(a)

provides: '

For purposes of paragraph (2), an industry in the United States shall be
considered to exist if there is in the United States, with respect to the
articles protected by the patent, copyright, trademark, mask work, or design
concerned —

(A) significant investment in plant and equipment;

(B) significant employment oflabor or capital; or

(C) substantial investment in its exploitation, including engineering,
research and development, or licensing.

19 U.S.C. § l337(a)(3). The domestic industry (“domestic industry” or “Dl”) requirement of

Section 337 consists of an “economic prong” and a “teclmical prong.” Certain Stringed Musical

Instruments and Components Thereof (“Stringed Musical Instruments”), Inv. No. 337-TA-586,

Comm’n Op. at 13, 2009 WL 5134139, at *1O(April 24, 2008). The Commission has adopted a

flexible, market-oriented approach to the economic prong, favoring ease-by-case determination

in light of “the facts in each investigation, thearticle of commerce, and the realities of the

marketplace.” Certain Male Prophylactic Devices (“Male Prophylactic Devices”), Inv. No. 337

TA-546, Comm’n Op. at 39 (Aug. 1, 2007).
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“Whether an investment is ‘substantial’ or ‘significant’ is context dependent.”

Certain Printing & Imaging Devices & Components Thereof (“Printing and Imaging”), Inv. No.

337-TA-690, Comm’n Op. at 31, 2011 WL 1303160, at *17 (Feb. 17, 2011). The Commission

has recognized repeatedly that “the magnitude of the investment cannot be assessed Without

consideration of the nature and importance of the complainant’s activities to the patented

products in the context of the marketplace or industry in question.” Certain Kinesiotherapy

Devices and Components Thereof Inv. No. 337-TA-823, Comm’n. Op. at 31 (July12, 2013) .

(citing Printing and Imaging, Com1n’n Op. at 31-32, 2011 WL 1303160, at *17). There is,

however, no threshold test for what is considered “significant.” Id. at 33 (citing Male

Prophylactic Devices, Com1n’n Op. at 39). “Instead, the determination is made by ‘an

examination of the facts in each investigation, the article of commerce, and the realities of the

marketplace.” Male Prophylactic Devices, Con1m’nOp. at 39 (quoting Certain Double-Sided

Floppy Disk Drives and Components Thereof (TE0), Inv. No. 337-TA-215, USITC Pub. No.

1860, Comm’n Op. at 17 (May 1986)).

Several additional principles guide the analysis. Satisfaction of the economic prong

generally is decided as of the date the complaint was filed. See Motiva, LLC v. Int ’l Trade

Comm ’n, 716 F.3d 596, 601 n.6 (Fed. Cir. 2013); Certain Television Sets, Television Receivers,

Television Tuners, and Components Thereof, Inv. No.‘337-TA-910, Comm’n Op. at 75, 2015

WL 6755093 at *39 (Oct. 30, 2015); Certain Coaxial Cable Connectors & Components Thereof

& Products Containing Same, Inv. No. 337-TA-650, Comm’n Op. at 51 n.17 (Apr. 14, 2010). In

addition, under Lelo, Inc. v. Int’l Trade Commission, qualitative factors alone cannot support a _

domestic industry finding. 786 F.3d 879, 884-85 (Fed. Cir. 2015).
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Further, under long-standing practice and in accordance with section 337(a)(2)’s express

requirement that a domestic industry in the United States must relate to the articles protected by

the patent, and section 337(a)(3)’s requirement that a domestic industry be established ‘“with

respect to the articles protected by the patent,” see Certain Integrated Circuit Chips And

Products Containing The Same (“Integrated Circuit Chips”), Inv. No. 337-TA-859, Cornm’n Op.

at 47 (Aug. 22, 2014), expenditures must be allocable to the identified article(s) claimed to be

protected by the patent. Quantification of relevant expenditures need not be exact, however. See

Printing & Imaging, Comm’n Op. at 27, 2011 WL 1303160 at *15 (noting that the significance

of a c0mplainant’s investments “is not evaluated according to any rigid mathematical formula”);

Stringed Musical Instruments, C0mm’n Op .at 26, 2009 WL 5134139 at *l7 (“[a] precise

accounting is not necessary, as most people do not document their daily affairs in contemplation

of possible litigation”)

It also is well-established that there is no absolute number that will or will not satisfy the

statutory requirement. See Printing & Imaging, Comtn’n Op. at 31, 2011 W'L 1303160 at *17

(Feb. 17, 2011) (“the magnitude ofthe investment cannot be assessed without consideration of

the nature and importance of the complainant’s activities to the patented products in the context

of the marketplace or industry in question”); accord, Lelo, 786 F.3d at 884 (noting that the word

“significant” denotes “an assessment of the relative importance of the domestic activities”)

(citing Certain Concealed Cabinet Hinges and Mounting Plates (“Concealed Cabinet Hinges”),

Inv. No. 337-TA-289, Comm’n Op. at ll, 1990 WL 10608981 (Jan. 8, 1990)). Arguments that a

certain amount of investment satisfies the economic prong “without more” or “by any measure”’

are inconsistent with Commission precedent. See id. (finding no DI Where“the ALJ was left to

consider only the magnitude of complainanfs expenditures in an absolute sense”). In particular,
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where products are made abroad, there must be some Wayto determine whether the domestic

investment is significant in light of the foreign investments—whether that method includes

comparison of foreign and domestic investments or an evaluation of the value added to the

product by the domestic activities. See id., Comm’n Op. at 32-33; 2011 WL 1303160, at *l8

(“‘significance’ as used in the statute denotes an assessment of the relative importance of the

domestic activities”) (citing Concealed Cabinet Hinges, Comm’n Op. at 32, 1990 WL 10608981,

at *11). "

B. Asserted Investments

1. Field Service Labor

Diebold’s investments in field service labor were addressed on summary determination in

Order No. 19 (June 22, 2016), and Diebold relies on substantially the same evidence in its post

hearing brief. CIB at 205-208. Sean Rogers, Diebold’s director of global service product

management, testified at the hearing in support of Diebold’s domestic industry, describing

warranty serviceand multi-year contracts for Diebold ATMs sold in the United States. CX

1875C (Rogers WS) at Q&A.21. Mr. Rogers provides a summary of field service investments

for the asserted Diebold ATMs in 2008-2015, leading up to the filing of the complaint. CX

1875C (Rogers WS) at Q&A.52 (citing CPX-0094C). These expenditures include both labor and

materials costs, and to allocate these investments between labor and materials, Mr. Rogers relies

on a summary of expenditures for the entire Diebold service department. Id. at Q&A.37-41

(citing CPX-0094C). In 2015, labor costs represented- of the expendituresin Diebold’s

service department, and this percentage has been very stable between 2008 and 2015, ranging _

only between Id. at Q&A.4l. Mr. Rogers further identifies materials

investmentsthat represent- of Diebold’s total serviceinvestments. Id. at Q&A.4l.
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Mr. Rogers testifies that this department-wide ratio of labor to materials is likely to be

representative of the expenditures for field service because all of Diebold’s service activities are

largely labor based, and the recent divestment of an electronic security group has caused the

proportionof labor expendituresto go up, suggestingthat the I proportion may understate the

level of investment in labor for field service. Id. at Q&A.42-43. Applying the I labor and

- materialsproportionsto Diebold’s field service investments in 2015 yields the following

investment amounts:

Tota Lab0r(—) ' Materials1

_ 2015 2015

09

E
cx-1875c (Rogers ws) at Q&A.56-57 (citing CPX-0094C).25

Because different ATM models are asserted to practice each of the asserted patents,

Diebold only identifies a subset of these expenditures for each patent. CIB at 210-227. For the

’616 patent, Diebold only asserts expenditures related to the Opteva 500, Opteva 520, Opteva

522, and Opteva 560, and just under half of the expenditures for the Opteva 720.26 Id. at 210

?5Diebold identifies expenditures for the entire period from 2008-2015, but as discussed infra,
the 2015 expenditures are the most relevant and reliable evidence of Diebo1d’s domestic
industry. 1
26Because the expenditures for the Opteva 720 include some service of the Opteva 720r, an
ATM that does not practice the ’616 patent, Diebold discounts about half of these expenditures

185



PUBLIC VERSION

212. This yields total labor expendituresof about - million and materials expendituresof

about - million in 2015 attributable to products that practice the ’6l 6 patent. Id.; CX-1875C

(Rogers WS) at Q&A.65-66.27 For the ‘O10patent, the domestic industry products are the

Opteva 720, Opteva 740, Opteva 750, Opteva 760, Opteva 858, and Opteva 878, but only some

of these ATMs have the IDM5 module that practices the asserted claims. CIB at 213-215. In

July 2015, only _ of Diebo1d’sOpteva ATMs had an IDM5 module installed. CX-1875C

(Rogers WS) at Q&A.107-108 (citing CPX-0065 C). Applying this ratio to the,2015

expendituresfor the relevant ATMs yields a total of - million in labor expendituresand

thousand in materials expenditures attributable to products that practice the ’010 patent. CIB at

213-214.28 The domestic industry products for the ’631 patent are the Opteva 720, Opteva 740,

Opteva 750, Opteva 760, Opteva 858, and Opteva 878 models having an 1DMbd installed. CIB

at 217-221.In July 2015, - of Diebold’sOptevaATMs had an 1DMbdmodule installed.

CX-1875C (Rogers WS) at Q&A.107-108 (citing CPX-0065C). Applying this ratio to the 2015

expendituresfor the relevantATMsyieldsa total of. millionin laborexpendituresand

million in materials expenditures attributable to products that practice the ’631 patent. CIB at

219.

Diebold contends that its investments in field service represent significant employment of

labor or capital that meets the standards of subsection 337(a)(3)(B). CIB at 210-227; CRB at 93

by relying on a spreadsheet showingthat in September2015, there WereI Opteva 720 front
loading ATMs (that practice the ’616 patent) and — Opteva 720r rear-loading ATMs (that do
not practice the ’616 patent). CX-1875C (Rogers WS) at Q&A.27 (citing CPX-0084C).
27Mr. Rogers appears to make an arithmetic error when totaling these amounts in his witness
statement, but while his calculated numbers are incorrect, it does not substantively change the
analysis. See RRB at 82.
Z“Mr. Rogers makes an arithmetic error for the ’010 patent similar to the mistake regarding
the ’6l 6 patent domestic industry. See supra n.27; RRB at 85-86.
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95. Whether these investments are significant “is not measured in the abstract or in an absolute

sense, but rather is assessed with respect to the nature of the activities and how they are

‘significant’ to the articles protected by the intellectual property right.” Printing & Imaging,

Cornm’n Op. at 26, 2011 WLl303160, at *15. Moreover, Diebold must show that this

significance is quantitative, not merely qualitative. See Lelo v. Inz"l Trade Comm ’n, 786 F.3d at

884-85. "

Respondents argue that Diebold’s investments are overstated and unreliable. RIB at 233

236; RRB at 80-93._Although there are certain arithmetic errors in Diebold’s reported

expenditures, these errors do not materially affect the domestic industry analysis. See CRB at

91-93. Respondents further argue that Diebold’s allocation between labor and materials is

unreliable, relying on department-Wide statistics rather than data specific to the ATMs that are

asserted as domestic industry products. RIB at 235-236. The only evidence in the record

regarding the reasonableness of this allocation, however, is Mr. Rogers’s testimony that it this

allocation is reasonable and consistent with his experience and observation. CX-1875C (Rogers

WS) at Q&A.53-54. Although Diebold’s allocations may not be perfect, I find Mr. Rogers’s

testimony to be credible and his allocations to be reasonable and reliable for the purpose of

evaluating Diebold’s domestic industry. _

To quantify the significance of Diebold’s service labor investments, Mr. Rogers testifies

that the allocated service labor investments for certain older ATM models from 2008-2015

exceed the total sales revenue for the current ATMs in service, and the service investments for

certain newer ATM models are a significant fraction of the sales revenue. CX-1875C (Rogers

WS) at Q&A.67, 97, 114. Comparing service expenditures from 2008-2015 to the number of

ATMs in service in 2015 is an unreliable test, however, because it is likely that many of the
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ATMs serviced in 2008 are not the same ATMs in service in 2015. See RIB at 234-235. Any

reliable comparison of service expenditures to sales revenue must be limited to 2015, which is

the only year for which Diebold has identified the number of ATMs of each model that are in

service. Limiting the analysis to a single year is likely to understate the amount of service per

ATM because ATMs are serviced over many years rather than just one, but any attempt to

extrapolate to multiple years would be speculation.”

Respondents criticize Mr. Rogers for relying on a “rough estimate” of the sales price for

Diebold ATMs, RIB at 235, but the prices used by Mr. Rogers are consistent with the testimony

of Tim Hoover, another Diebold manager, who calculated the average sales revenue per unit for

each asserted ATM model. Compare CX-1875C (Rogers WS) at Q&A.67, 97, l l4 to CX~l873C

(Hoover WS) at Q&A.23-24 (citing CPX-0063C and CPX-0095C). Counting only the 2015

labor expenditures,30as discussed above, this revenue per unit can be used to evaluate the

significance of labor expenditures in the context of Diebold’s revenue for each ATM model.

Units ' Avg. Rev./Unit ' Labor/Unit ' 2015 Laborl
Revenue

AAAAA

29As set forth in Order No. 19, Diebold could have offered evidence for the number of years that
its ATMs are in service to aid in such an extrapolation. Order No. l9 at l0. Some relevant data
appears in the record regarding the installation dates and yearly sales figures for the domestic
industry ATMs, but Diebold does not rely on any of this information when attempting to
demonstrate the significance of its investments. See CX-1875C (Rogers WS) at Q&A.26 (citing
CPX-0084C); CX-1873C at Q&A.23 (citing CPX-0063C and CPX-0095C). ~ * "
30Including materials expenditures would not meaningfully change the analysis because the
materials expenditures are only a fraction of the labor expenditures. Respondents identify
evidence that these materials expenditures count expenditures on parts that were manufactured
abroad, which may not be domestic industry investments. RIB at 235.
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A

750

760

858

AAAA

See CX-1875C (Rogers WS) at Q&A.26 (citing CPX-0084C); CX-1873C (Hoover WS) at

Q&A.23-24 (citing CPX-0063C and CPX-0095C). The ratio between labor expenditures and

revenuevariesbetween— foreachATMmodel,withhigherpercentagesgenerally

corresponding to the older ATM models that are asserted to practice the ’6l6 patent, and lower

percentages corresponding to the newer ATM models that are asserted to practice the ’O10and

’631 patents.

As discussed above, these percentages likely understate the amount invested in service

per ATM because ATMs are sen/iced over many years. If more information had been available

regarding the service life of the asserted ATMs, the labor expenditures per ATM could be

double, triple, or several multiples of the 2015 values. In addition, the percentages understate the

significance of Diebold’s service labor expenditures because they compare expenditures to

revenue, rather than comparing labor expenditures to other expenditures (such as manufacturing

costs) that Diebold invests in each ATM. Comparing service labor investments to the cost of

making the ATM would be more analogous to the “value added” statistic used by the

Commission in Certain Male Prophylactic Devices, Inv. N0. 337—TA—546,Comm’n Op. at 43

(Aug. 1, 2007) (comparing the per-unit cost of the relevant product with per-tmit domestic

expenditures). Although there is no precise way to make this adjustment, Mr. Hoover identified

a spreadsheet showing Diebold’s revenues and costs for each ATM, CX-1873C (Hoover WS) at

Q&A.19 (citing CPX-0063C),reporting gross margins up to I for individualATM models.
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TheolderATMmodelsthatareassertedtopracticethe’6l6patent—

-, and the newerATMmodelsthat are assertedto practicethe ’010and ’631patents

. SeeCPX-0063C.Usingcostsratherthanrevenueswouldthus

increase the quantitative significance of the service investments for each of the asserted ATMs,

with the greatest effect on the newer ATM models. The 2015 labor-to-revenue ratios in the table

above are thus a minimum baseline for evaluating the significance of Diebo1d’s service labor

expenditures, counting only the most reliable evidence.

Based on this evidence, I find that Diebold has demonstrated significant employment of

labor and capital in its field service labor with respect to the ’6l6 patent. For the Opteva 520,

one of the ATMs that practices the ’616 patent, Diebold’s 2015 service labor per ATM _

represented nearly K of the average selling price for the ATM. As discussed above, this likely

understates the amount of service expenditures over the life of an ATM, and Mr. Rogers

estimated that the total service expenditures for the Opteva 520 would exceed the selling price if

aggregated over the entire 2008-2015 time period. CX-1875C (Rogers WS) at Q&A.67. ‘In

addition, the ’6l6 patent is directed to a service opening that enables certain types of service that

are represented in Diebold’s service labor expenditures, which is a qualitative factor that

supports a finding of significance. See Certain Male Prophylactic Devices, lnv. No. 337-TA

546, Comm’n Op. at 42 (Aug. 1, 2007) (noting that the domestic activity “is directed to the

practice of certain patent claims”). Based on these quantitative and qualitative factors, I find that

Diebold has shown significant employment of labor and capital in its field service labor with

respect to the ’616 patent for at least the Opteva 520 ATM. 1 _ f

For the ’O10and ’63l patents, the quantitative and qualitative evidence is less

compelling. The highest proportion ofservice labor to revenue for an ATM that practices one of

i rs
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these patents is only - for the Opteva 750, and this is not quantitatively significant. See, e.g.,

Lelo v. U.S. Int ’l Trade Comm ’n, 786 F.3d at 882, 885 (observing that expenses in an amount

that was “less than five percent of the total raw cost of the devices” Was“quantitatively modest”

and thus “insignificant”). As discussed above, this percentage likely understates the amount of

service expenditures over the life of an ATM. Using a ratio of service labor to manufacturing

costs rather than sales revenue would meaningfully increase this proportion for the ATM models

like the Opteva 750, but it is tmlikely that these increases would push these investments past the

threshold for significance. Similarly, counting expenditures on service labor materials would

only increase these proportions by a fraction of a percent. Even Mr. Rogers’s most generous

estimates placed the service labor investments for the ’010 patent and ’631 patents much lower

than his estimates for the ’616 patent. CX-1875C (Rogers WS) at Q&A.97, 114.3I Moreover,

there is qualitative evidence that weighs against the significance of Diebold’s service

investments for the ’010 patent, because the IDM5 module that practices the ’010 patent has

been discontinued, and the number of Diebold ATMs using this module had declined to only

I of in-serviceATMs in 2015. Id. at Q&A.112. For the ’631 patent, the number of Diebold

ATMs using an IDMbd module is increasing, id. at Q&A.95, but this qualitative factor does not

overcome the low quantitative proportion. Moreover, unlike the ’616 patent, there is no

evidence that the field service performed by Diebold is directly related to the ’010 patent or ’63l

31As discussed above, these estimates unreliably incorporate service expenditures from previous
years, and inclusion of these past years is particularly suspectfor the ’010 patent because the
proportion of ATMs that practice this patent has decreased significantly during the 2008-2015
timeframe. See CX-1875C (Rogers WS) at Q&A.95, 112. Mr. Rogers’s analysis thus
incorrectly uses the small number of Opteva 750 ATMs with an IDM5 in 2015 to scale all of the
service expenditures from 2008-2015, greatly inflating this proportion. Id. at Q&A.114. "
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patent claims. Diebold has thus failed to show that there is significant employment of labor and

capital in field service labor with respect to the ’OlOand ’631 patents.

2. Manufacturing and Assembly

Diebold manufactures and assembles certain of its ATMs at a facility in Greensboro,

North Carolina. CIB at 208-210. For evidence regarding these manufacturing activities, Diebold

relies on the testimony of Todd Bidwell, a vice-president of finance at Diebold overseeing

manufacturing, global supply chain, and research and development. CX-1876C (Bidwell WS) at

Q&A.l-4. Mr. Bidwell testifies that the Greensboro facility is a 260,000-square foot facility

with about 120 employees. Id. at Q&A.l3. Citing a spreadsheet showing Diebold’s rent costs,

Mr.Bidwelltestifiesthat the baserent forthe Greensborofacilityis _ per year. Id. at

Q&A.24-25. Mr. Bidwell further testifies that Diebold keeps detailed information on its

manufacturing and assembly expenses, and summarizes the manufacturing expenses for each

asserted domestic industry ATM:

1 . T IE d H Total Direct LaborTota Units ota arne ours S d(Jan Z014-§enf'Zfl1§l (Jan 2014-sentzmsm .- --..p°'l _-._.

720

50
760
858/878

lDMbd

Id. at Q&A.29-32 (citing CPX-0064C). _ __ _ y 1 _

Diebold only relies upon these manufacturing expenses to support its domestic industry

for the ’63l patent. CIB at 222-223. To allow a comparison with the 2015 field service
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expenditures discussed above, Diebold counts only the manufacturing labor expenses for 2015,

and then discountsthese values based on Mr. BidWell’stestimony that - of Opteva ATMs

manufactured in 2015 and 2016 included an IDMbd module.. CIB at 222 (citing CX-1876C

(Bidwellws) atQ&A.35).Thisyields2015manufacturinglaborexpenses0- forthe

Opteva720,- fortheOpteva740,- fortheOpteva7'50,- fortheOpteva

760,and_ for the Opteva858/878. Id. Dieboldcontendsthat its aggregateinvestments

are significant when the field labor and assembly are added together, but as discussed above,

these investments must be considered in the context of the protected articles, which are the

asserted ATMs. Using the data from Mr. Bidwell’s testimony in the table above, the

manufacturinglaborinvestmentper ATMis 2 for the Opteva720,! for the Opteva740,

j fortheOpteva750,K fortheOpteva760,andj fortheOptevasss/878. Seecx

1876C(BidwellWS)at Q&A.32.Thisis between— oftheaveragesalesrevenue

for each ATM, which is only a modest addition to Diebold’s labor expenditures discussed above.

These additional investments in assembly make the evaluation of the economic prong a closer

question, but it does not push Diebold’s employment of labor and capital past the threshold of

significance for the ’631 patent.

3. Ongoing Engineering Expenses

Dieb0ld’s research, development, and engineering group is based in North Canton, Ohio,

and Akron, Ohio, and according to Christopher Rowe, Diebold’s vice president of global

hardware and systems engineering, there were 150 employees in this group as of September

2015. CIB at 210 (citing CX-1874C (Rowe WS) at Q&A.lO). Diebold relies on its re_search,__

development, and engineering expenses as evidence of substantial investment in the exploitation

of the ’O10patent and the ’63l patent. CIB at 215-217, 223-227. These investments include
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ongoing investments in hardware and software support for deposit automation modules, which K

include the IDM5 and IDMbd modules that practice the claims of the ’010 patent and the ’63l

patent. CIB at 216 (citing CX-1874C (Rowe WS) at Q&A.40-51). Diebold does not track these

expendituresby ATM model number, but based on the fact that roughly - of Opteva ATMs

containan IDM5module,Dieboldassertsthat_ of theseexpensesin 2015canbe

attributed to the exploitation of the ’Ol0 patent. Ia’.at 216 (citing CPX-0065). Based on an

estimatethat- ofOptevaATMscontainanIDMbdmodule,Dieboldassertsthat_

of these engineering expenses in 2015 can be attributed to the exploitation of the ’63l patent.

Diebold’s allocations fail to demonstrate the requisite nexus between its support activities

and the asserted patents. T0 qualify as investments under subsection 337(a)(3)(C), expenditures

must be exploitation of the asserted patent, not merely investments in the protected article.

Certain Integrated Circuit Chips and Products Containing the Same (“Integrated Circuit

Chips ”), lnv. No. 337-TA-859, Comm’n Op. at 48 (Aug. 22, 2014). This includes expenditures

that “are closely related to and enable exploitation of the patented technology. Certain Marine

Sonar Imaging Devices, Including Downscan and Sidescan Devices, Products Containing The

Same, And Components Thereof (“Marine Sonar”), lnv. No. 337-TA-921, Con1m’n Op. at 65

(Jan. 7, 2016).

Diebold allocates its support expenditures by counting the proportion of ATMs that

contain either an IDM5 or IDMbd module, but this allocation does not reliably tie the expenses

to the exploitation ofthe asserted patents. Support activities that can be allocated to a protected

article are not necessarily an exploitation of the asserted patents. See, e.g., Certain I/Wrelesrs

Standard Compliant Electronic Devices, Including Communication Devices and Tablet

Computers, lnv. No. 337-TA-953, Order N0. 40 at 13-14 n.6 (Dec. 18, 2015) (questioning
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whether investments in maintaining a building could be counted as exploitation of a patent on a

lightbulb within the building). Diebold admits that the claimed expenditures in software and

hardware support are related to the Opteva ATMs generally rather than support that affects the

particular IDM5 and IDMbd modules. See Tr. (Rowe) at 151-154. Diebold offers some

testimony relating the functionality of the asserted Agilis softwareto claims of the ’631 patent

and ’0l0 patent,” but there is no evidence that the asserted updates to the software had any

relationship to the asserted patents. This distinguishes these asserted investments from the

software updates in Marine Sonar, where the updates were specific to a part of the domestic

industry product that embodied claims of the asserted patent. lnv. No. 337-TA-921, Comm’n p

Op. at 64-65. There is no evidence here that the software updates relate to cheek sorting in the

IDM5 or MICR reading in the IDMbd, and Diebold admits that this software relates to many

broad aspects of its ATMs. Tr. (Rowe) at 151-154. Diebold’s allocation based on the number of

ATMs in service that contain IDM5 or IDMbd modules does not cure the lack of nexus. There is

no evidence that the software updates relate to the IDM5 or IDMbd modules at all, and the

record is thus insufficient to determine whether any proportion of Diebold’s hardware and

software support activity relates to the exploitation of either the’0l0 patent or the ’631 patent.

a user a check in a Diebold machine the

CX-18'/4C (Rowe WS) at Q&A.39-41, 61 (same for
IDM5).
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4. Research and Development

Diebold also asserts research and development expenses related to the development of the

IDMbd module as evidence of exploitation of the ’631 patent. CIB at 223. l\/ll‘.Rowe testifies

that. millionwas spent between2005 and 2010 by Diebold in the United Stateson the

development of the IDMbd module, which included the development of the movable magnetic

read head claimed in the ’63l patent. CX-1874C (Rowe WS) at Q&A.26-30. Mr. Rowe admits,

however, that the movable magnetic read head claimed in the f63l patent was only one of many

features developed for the IDMbd. Tr. (Rowe) at 145-147. He explains that Diebold does not

track expenses on a “subfeature” like the magnetic read head, and it is not “feasible” to make

such an allocation. Id. at 146. Respondents argue that the failure to allocate these investments to

the claimed magnetic read head is fatal to Diebold’s domestic industry. RRB at 91-92. The

Commission has held, however, that a “precise numerical allocation” is not necessary, and a

“qualitative discussion of the relationship between the patented invention and the domestic

investment can suffice.” Marine Sonar, Comm’n Op. at 64 (citing Integrated Circuit Chips,

Comm’n Op. at 49-50). William Beskitt, one of the co-inventors of the ’63l patent, confirmed

that the idea for using both a fixed and moveable magnetic read head was conceived during the

development of the IDMbd. RX-0838C (Beskitt Dep. Tr.) at 50-60, 80-84. Mr. Rowe explains

that the - million investmentin the developmentof the IDMbd includes investments specific

to the magnetic read head in addition to investments in the development of features that were

required for the product to be commercially viable. Tr. (Rowe) at 145-146.33 This is similar to

33Many of these other features relate to limitations in the claims of the ’63l, including
limitations describing receiving a check and sensing its width (claim 1), receiving a plurality of
checks (claim 2), aligning a check (claim 3), transporting a check (claim 4), and interpreting micr
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the investments in software updates in Marine Sonar, which were “necessary for the

functionality” of a component that practiced the asserted patent. Marine Sonar, C0n"un’nOp. at

65. Investments in the development of the IDMbd module, which include the conception and

implementation of the invention claimed in the ’63l patent, qualify as investments that are

“closely related to and enable exploitation of the patented technology.” Id. Accordingly, it is

consistentwith Commissionprecedentto considerthe entiretyof Diebold’s- million

investment as attributable to the exploitation of the ’63l patent. See Marine Sonar, Comm’n Op.

at 65. _ p

In addition, Mr. Rowe testifies that Diebold’s development of the IDMbd module was

almost entirely domestic, with the - million investmentin the United States representingmore

than I of the Diebold’s global investment. CX-1874C(Rowe WS) at Q&A.30 (citing CPX

0097C, CPX-0098C, CPX-0099C, CPX-0073C, CPX-0079C).34 This high proportion of
\

domestic investment supports a finding that Diebold’s investment in the research and

development of the IDMbd module was substantial.

Respondents further challenge Diebold’s assertion of these research and development

expenditures because the majority of these investments occurred prior to 2010. See CX-1874C

(Rowe WS) at Q&A.28; Tr. (Rowe) at 144-145. The Commission has held, however, that

“[p]ast expenditures may be considered to support a DI claim as long as those investments

pertain to the complainant’s industry with respect to the articles protected by the asserted IP

line data (claim 7). ’63l patent at 41:24-42:13. As discussed above in the context of the
technical prong, all of these claims are functionalities of the IDMbd module.
34Mr. Rowealso identifiesan additional- in additionalprojectsin 2015 relatedto the
IDMbd module, but it is unclear whether these investments were necessary for the research and
development of the IDMbd. See Tr. (Rowe) at 146-147. Whether or not these investments are
included does not change the analysis of Diebold’s domestic industry.
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rights and the complainant is continuing to make qualifying investments at the time the

complaint is filed.” Certain Television Sets, Television Receivers, Television Tuners, and

Components Thereofi Inv. No. 337-TA-910, Comm’n Op. at 68, 2015 WL 6755093, at *36 (Oct.

30, 2015); see also Marine Sonar, C0n1m’n Op. at 55. Here, as discussed above in the preceding

sections, Diebold has continued to make qualifying investments related to the ’631 patent in field

service and assembly. Although these investments may not be significant enough to substantiate

a domestic industry on their own, these ongoing qualifying activities warrant the consideration of

Diebold’s past research and development expenditures. Diebold’s investments in developing the

IDMbd module were a prerequisite to the ongoing field service and assembly of Diebold’s

ATMs containing the same IDMbd module. As discussed above, the proportion of Diebold

ATMs that include an IDMbd module has been increasing each year, and this further confirms

that Diebold’s investment in the research and development of the IDMbd module is a substantial

investment in the exploitation of the ’63l patent under subsection 337(a)(3)(C).

5. Summary of Economic Prong Findings V

As discussed above, I find that Diebold has satisfied the economic prong of the domestic

industry requirement for the ’6l6 patent under subsection 337(a)(3)(B) with significant

employment of labor and capital in field service labor. In addition, I find that Diebold has

satisfied the economic prong of the domestic industry requirement for the ’631 patent under

subsection 337(a)(3)(C) with substantial investments in research and development. Diebold has

not satisfied the economic prong of the domestic industry requirement for the ’Ol0 patent under

any subsection of section 337(a)(3).
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VII REMEDY & BONDING

Pursuant to Commission Rule 210.42(a)(l )(ii), I make the following recommended

determination on remedy and bonding. 19 C.F.R. § 210.42(a)(1)(ii).

A. Limited Exclusion Order ‘ ‘

Diebold seeks a limited exclusion order (“LEO”) covering “all of the infringing articles

as well as components and infringing redesigns.” CIB at 228. Nautilus does not dispute that a

LEO should be issued in the event that infringement is found but maintains that any LEO should

be “narrowly tailored to permit the importation of parts needed for the replacement and repair of

ATMs previously purchased by Nautilus Hyosung’s customers.” RIB at 243.

In a section 337 proceeding, the Commission has “broad discretion in selecting the form,

scope, and extent of the remedy.” Viscofan, SA. v. ITC, 787 F.2d 544, 548 (Fed. Cir. 1986). In

some cases, the Commission has deemed it to be in the public interest to permit respondents to

sell replacement parts to consumers, see Certain Personal Data and Mobile Commc’ns,Inv. No.

337-TA-710, Comm’n Op. at 72-73 (Dec. 29, 2011) (LEO permitting replacement of entire

device if refurbished); Certain Combination Motor and Transmission Sys.,Inv. No. 337-TA-561,

Initial Determination at 193 (Feb. 13, 2007), USITC Pub. No. 4130 (Mar. 2010) (permitting

replacement of transaxles for repair and replacement for consumers who had already purchased

the products). The Commission has not delegated the public interest factors for my

consideration in this decision, however, and I decline to make findings on issues that are not

before me. Nautilus will have the opporttmity to argue to the Commission that the public interest

requires the exemptionfrom a LEQ that it seeks. At this stage of the proceedings, Nautilus has

not presented sufficient information to warrant narrowing the remedy provided in the statute."
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Nautilus argues that excluding infringing parts will harm current users of its ATMs but

Nautilus must specify which infringing replacement parts are necessary to service the

requirements of existing customers. See Certain Biometric Scanning Devices, Inc. No. 337-TA

720, Comm’n Op. at 26 (Nov. 10, 2011) (declining to issue “repair parts” exemption where

“respondents have not made clear exactly what ‘replacement parts’ are necessary to import _

here”)); see also, Certain Optoelectronic Devices, Components Thereof& Prod. Containing

Same (“Optoelectronic Devices”), lnv. No. 337-TA-860, Comm’n Op. at 31 (May 9, 2014)

(declining to narrow remedy where there was no evidence in the record that “Respondents”

customers expect any replacement or warranty parts be the same part and not just a comparable

part”)

Mr. Kim, Nautilus’s vice president of operation and engineering, testified that the

following items could not be replaced: “for example, the receipt printer, BCA (Bulk Check

Acceptor), CCIM (Cash and Check in Module), BNA (Bundle Note Acceptor), recycler, and

cash dispensers, such as the H-CDU, are all irreplaceable by another manufacturer.” RX-1511C

(Kim RWS) at Q&A. 2, 54). Nautilus’s economic expert testified similarly, see RX-1516C

(Vander Veen RWS) at Q&A.76 (“There are many reasons for an exemption for existing

customers here. Such an exemption is warranted in this Investigation given the investment

customers have made in their prior purchases of the Accused Products, the Warranty and service

contracts which exist for these products, the expectations of consumers of these products of

continued availability of replacement products and components, and the difficulty and cost in

__obtaining alternative replacement products and components”). These witnesses testified that

thirdpartiescouldnotreplacethesepartsandeveniftheycould,the— couldnot
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l TheresultwouldbethatNautilus
customers would have to purchase new ATMs and re-configure them at enormous expense.

Of the irreplaceable items mentioned by Mr. Kim, only the BCA and CCIM are accused

of infringement. It would be incorrect to base a finding of irreplaceability on other items, which

will not be specifically excluded by any remedial order. Moreover, as Diebold points out, there

is no evidence in the record from third parties concerning the effect of excluding the BCA,

CCIM, or other items or the difficulty of replacing them. Such evidence typically would be

presented in connection with the public interest.

Nautilus should be required to present more specific and objective evidence of harm to

existing customers to warrant tailoring the remedy as requested. Accordingly, I recormnend that

in the absence of additional evidence of customer harm, a LEO be issued covering all infringing

ATMs, includingall infringing components and modules.

Nautilus requests that a certification provision be included in any LEO because the

firmware on an ATM can make the difference between infringing and non-infringing use. I agree

that it would be reasonable to require such a certification as part of a LEO, since it might

otherwise be difficult for the Bureau of Customs and Border Protection to identify upon visual

inspection goods that are subject to exclusion. “If the accused products are not imported with the

accused software and/or functionalities, they cannot serve as the basis for a finding of violation

of section 337 and should not be subject to an exclusion order.” Certain Digital Media Devices,

Including Televisions, Blu-Ray Disc Players, Home Theater Systems, Tablets and Mobile

Phones, Components Thereof and Associated Software, Inv. No. 337-TA-882, Recommended

Determination (July 16, 2014) at 3 (citing Certain Products Containing Interactive Program
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Guide and Parental Control Technology, Inv. No. 337-TA-845, Initial Determination at 39 (July

2, 2013), afi”d in relevantparz‘, Comm’n Op. at 12-15 (Dec. 11, 2013).

B. Cease and Desist Order

The Commission may, in lieu of or in addition to an exclusion order, issue a cease and

desist order (“CDO”) directing persons found to have violated section 337 “to cease and desist

from engaging in the unfair methods or acts involved.” 19 U.S.C. § l337(f)(1). Cease and desist

orders “are generally issued when there is a ‘commercially significant’ amount of infringing,

impoited product inthe United States that could be sold by an infringing respondentthereby

resulting in evasion of the remedy provided by the exclusion order.” Optoelectronic Devices,

Comm’n Op. at 36. The Commission has found inventories to be commercially significant based

on the absolute value of the inventory or based on a comparison between the quantity of

inventory and the volmne of the infringing product that has been sold or imported. Id. at 36-37.

As shown below, Diebold has demonstrated the existence of significant levels of

inventory for the products accused under the ’6l6 patent.

Product Inventory e in H Qty. Amount in "IJJEH Average Ratio
(1/31/2016) Inventory lmportedlSold Currency (U.S.) Product Inventory

in 2_[l.l5 for Qty. Cost to Sales
> _ Im p0rtedlSold V

in 2015 _ _ ,
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See CIB at 231; CX-1649C). Even if only the products held to infringe in this initial

determination are counted (MX5600, MX5600R, and MX56O0T), the total amount of inventory

is over See CIB at 231, CX-1649C. Nautilus argues that this inventory is not

significant because Nautilus does not compete in Diebold’s market, but Nautilus presents no

legal support for this argument; ‘nor would this fact necessarily justify permitting Nautilus to

continue to market its products in violation of Diebold’s intellectual property rights. Rather, the

Commission balances the rights of the intellectual proper owner against the potential disruption

to commerce to decide the proper scope of a LEO. See Certain Baseband Processor Chips &

Chipsets, Transmitter, & Receiver (Radio) Chips, Power Control Chips, & Prod. Containing

Same, Including Cellular Tel. Handsets, Inv. No. 337—TA-543,Comm’n Op., 2011 WL 6121182

at * 16 (Oct. 1, 2011) (“We believe that such a remedy-provides effective protection to the

intellectual property owner, promotes innovation without being unduly disruptive to legitimate

commerce, and appropriately balances the competing public interests at stake.”)

Theinventoryof productsaccusedunderthe ’010patentalsoexceeds- in total,

according to Diebold. Diebold presents the following data on existing inventory regarding the

’OlO patent. 

Product Value in Qty. Amount in Average Ratio
(1/3]/2016) Inventory ImportedlSold Local Currency Product Cost Inventory to

in 2015 (U.S.) for Qty. Sales
Imported/Sold
in Z015

CIB 232; CX-1649C. Nautilus says it no longer imports ATMs with a BCA and has only I ‘

such ATMs in the United States. See RX-1516C (Vander Veen RWS) at Q&A.100-101.
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Nautilus says these units are not sold but are used to replace items under “warranty or service

contracts for Nautilus Hyosung customers who previously purchased an ATM.” Id. at 100.

The Commission’s standard for finding commercial significance is whether a product

“could” be sold by an infringing respondent, not whether it will be sold. Optoelectronic Devices

at 36. Nothing in the record indicates that the products that are accused under the ’0lO patent

could not be sold. Although the amount of inventory accused under this patent is relatively

small, it is not insignificant.

The commercial significance of the inventory of products accused under the ’631 patent

is undisputed.

Product -Inventory ‘Value in Qty. Amount in Local Ratio
(1/31/2016) Inventory Imported! U.S. Currency Product Inventory to

Sold in (U.S.) for Qty. Cost Sales
2015 Imported/Sold in

‘ 2015

See CIB 233; CX-1649C. Nautilus argues, however, that some of the accused products “may

simply not have the allegedly infringing software installed.” See RX-1516C (Vander Vcen

RWS) at Q&A.103. As discussed above in the context of infringement, this initial determination
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finds it more likely than not that the products accused under the ’63l patent do have infringing

software installed. Accordingly, Diebold has carried its burden in this respect and Nautilus

would need to present evidence showing that specific items in its inventory were not

programmed with infringing software in order to justify non-imposition of a CDO. Nautilus has

not attempted to make such a showing and its arguments are therefore rejected.

C. Bonding

If the Commission decides to enter remedial orders, the affected articles still are entitled

to entry under bond during the 60-day Presidential review period. 19 U.S.C. § l337(j)(3).

Commission Rule 210.50(a)(3) specifies that the amount of a bond must be “sufficient to protect

the complainant from any injury.” 19 C.F.R. § 2l0.50(a)(3). The Commission has set the bond

based on the price difference between the infringing imports and the domestic industry products

or on a reasonable royalty the respondent would otherwise pay to the complainant. See Certain

Inject Ink Supplies And Components Thereof, Inv. No. 337-TA-691, Comm’n Op., 2011 WL

7464367, at *l6 (Nov. l, 2011).

Diebold argues that a bond set at 100% of the value of the imported infringing products is

necessary because there is no reliable way to calculate price information for its products or

Nautilus’s. Diebold maintains that the domestic and infringing products have numerous features

that cause the price of each product to vary significantly, citing Marine Sonar, Comm’n Op. at

86-89 (granting l00% bond where prices significantly across the product line). Diebold points to

features that can result in different prices, e.g. , “deposit automation, screen size, weather rating,”

and says that other factors also can influence price, “such as the identity of a customer, quantity

purchased, location of machines, any service contracts that accompany the sale.” CIB at 235,

citing CX-1873C (Hoover DWS) at Q&A.22; CX~l682C (Kim Dep. Tr.) at 20:1-21:12, 121:22
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122:1. Moreover, Diebold says, ATMs vary in price from unit to unit. See CIB at 235-237.

Diebold says that lost revenue from service contracts must also be taken into account in

determining an appropriate bond. Nautilus rejects the allegation that Diebold is injured by loss

of service to consumers who may buy Nautilus ATMs. Given the significance of service revenue

in this industry, however, it is credible that Diebold’s loss would include some amount of lost

revenue for service in addition to lost sales. See CX-187SC (Rogers WS) at Q&A.67.

With respect to the ’631 patent, Nautilus also argues that a bond rate should be at most

_ based on “Diebold’sown price approximations.” RIB at 249; see RX-I5 16C(Vander

Veen RWS) at Q&A.71; RX-0010C. Nautilus notes that Mr. Hoover, Diebold’s principal

product manager for global product management branch transformation solutions, see CX-1873C

(Hoover DWS) at Q&A.2, was able to estimate prices for the purpose of his domestic industry

analysis and argues that the same calculations should be used for the purpose of computing an

appropriate bond. RIB at 250, citing CX-1873C (Hoover DWS) at Q&A.22-24 (discussing

average revenue per product calculations). But these estimates do not substitute for reliable

evidence of the price differential between Diebold and Nautilus products.

Nautilus argues that no bond should be imposed for the importation of products accused

under the ’010 and ’6l6 patents for the same reasons discussed and rejected above, that these

products do not compete with Diebold’s ATMs. I am unpersuaded that a complainant who has

established infringement must also prove that the infringing products compete directly with

domestic products in order to obtain a bond. Nautilus cites no persuasive authority in support of

this argument. In Certain Rubber Antidegradants, Components Thereof and Products

Containing Same, Inv. No. 337-TA-533, Comm’n Op. at 40 (July 21, 2006), the Commission

declined to impose a 100% bond Wherethe complainant argued it had “no burden of proof with
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respect to bonding and that the simple existence of a violation should be sufficient to support a

100 percent bond.” See RRB at 106. Here, as discussed above, Diebold has presented adequate

evidence to support a 100% bond. Moreover, Diebold’s Mr. Hoover testified that his company

competes with Nautilus and has lost market share to Nautilus in recent years. CX-1873C

(Hoover DWS) at Q&A.26-31. 

I do not agree that Diebold “fails to meet its burden on bond.” RIB at 250. Diebold has

presented reliable evidence that the cost of its ATMs and Nautilus’s varies too much to establish

a bond that reflects those prices. In these circumstances, a 100% bond is appropriate. Certain

Crawler Cranes and Components Thereof _Inv.No. 337-TA-887, Comm’n Op. at 74-75 (May 6,

2015) (imposing 100% bond where the price of competing products could not be reliably

compared).

VIII. CONCLUSIONS OF LAW

Based on the foregoing, and the record as a whole, it is my Finallnitial Determination

that there is a violation of section 337 ofthe Tariff Act of 1930, as amended, 19 U.S.C. § 1337,

in the importation into the United States, the sale for importation, and/or the sale within the

United States after importation of certain ATMs, ATM modules, components thereof, and

products containing same. This detennination is based on the following conclusions of law:

1. The Commission has subject matter jurisdiction over this investigation, in persorzam

jurisdiction over the Nautilus Hyosung respondents, and in rem jurisdiction over the accused

Nautilus Hyosung ATMs and ATM modules.

V2. There has been an importation into the United States, sale for importation, or sale

within the United States after importation of the accused Nautilus Hyosung ATMs and ATM

modules.
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3. The Nautilus Hyosung Halo, Halo I1, MX5200, and MX5600 series ATMs do not

infringe claims 1, 6-8, 10, or 16 of the ’616 patent.

;4. The Nautilus Hyosung Halo, MX5200, and MX5600 series ATMs do not infringe

claim 5 of the ’616 patent.

5. The Nautilus Hyosung MX5600 ATM infringes claims 26 and 27 of the "616 patent.

6. The Nautilus Hyosung Halo, Halo II, MXSOOO,MX5200, and MX5300 series ATMs

do not infringe claims 26 or 27 of the ’616 patent.

7. The Nautilus Hyosung ATMs containing BCA modules do not infringe claims 1, 13,

14, 19, 20, or 24-26 ofthe ’O10patent.

8. The BCA modules in certain Nautilus Hyosung ATMs infringe claims 1-7 and 18-20

of the ’631 patent.

_ 9. The CCIM modules in certain Nautilus Hyosung ATMs infringe claims 1-2 and 18-20

of the ’631 patent.

10. Pursuant to Order No. 23, certain Nautilus Hyosung cash and check acceptor modules

do not infringe claims 1-7 or 18-20 of the ’631 patent.

ll. Claims 1, 5-8, 10, 16, 26, and 27 ofthe ’616 patent have not been shown to be

invalid.

12. Claim 1 of the ’010 patent is invalid as anticipated.

13. Claims 13, 14, 19, 20, and 24-26 of the ’0lO patent have not been shown to be

invalid.

14. Claims 1-7 and 18-20 of the ’631 patent have not been shown to be invalid.

15. The Diebold Opteva 500, Opteva 520, Opteva 522, Opteva 560, and Opteva 720

series ATMs practice claims 1, 5-8, 10, 16, 26, and 27 of the ’616 patent.

! 1
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16. The Diebold Opteva 720, Opteva 740, Opteva 750, Opteva 760, Opteva 858, and

Opteva 878 ATMs that contain lDlyI5depository modules practice claims 1, 13, 14, 19, 20, and

24-26 of the ’010 patent. I ~ '

17. The IDMbd depository modules in certain Diebold 3700, Diebold 7700, Diebold

7780, Diebold 7790, Opteva 720, Opteva 720r, Opteva 740, Opteva 750, Opteva 760, Opteva

828, Opteva 858, Opteva 868, and.Opteva 878 ATMs practice claims 1-7 and 18-20 of the ’631

patent. . _ _

18._Adomestic industry has been shown to exist in the United States as required by

subsection (a)(2) of section 337 with respect to certain of the Diebold ATMs that practice claims

of the ’616 patent. _

19. A domestic industry has not been shown to exist in the United States as required by

subsection (a)(2) of section 337 with respect to any of the Diebold ATMs that practice claims of

the ’0 10 patent.

20. A domestic industry has been shown to exist in the United States as required by

subsection (a)(2) of section 337 with respect to the Diebo1dIDMbd depository module that

practices claims of the ’63l patent.

I hereby certify the record in this investigation to the Commission with my final initial

determination. Pursuant to Commission Rule 210.38, the record further comprises the

Complaint and exhibits thereto filed with the Secretary, the Markman order, and the exhibits

attached to the parties’ summary determination motions and the responses thereto. 19 C.F.R.

§210.38(a). W f

Pursuant to Commission Rule 210.42(c), this initial determination shall become the

determination of the Commission 45 days after the service thereof, Lmlessa party files a petition
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for review pursuant to Commission Rule 210.43(a), the Commission orders its own review

pursuant to Commission Rule 210.44, or the Commission changes the effective date of the initial
J

detennination. 19 C.F.R. § 2l0.42(h)(6).

Within ten (10) days of the date of this Initial Determination, each party shall submit to

the Administrative Law Judge a statement as to whether or not it seeks to have any portion of

this document deleted from the public version. See 19 C.F.R. § 210.5(t). A party seeking to

have a portion of the order deleted from the public version thereof must attach to its submission a

copy of the order with red brackets indicating the portion(s) asserted to contain confidential

business informati0n.35 The parties’ submissions under this subsection need not be filed with the

Commission Secretary but shall be submitted by paper copy to the Administrative Law Judge

and by e-mail to the Administrative Law Judge’s attorney advisor.

SO ORDERED.

ilw l/av/K,
Dee Lord
Administrative Law Judge

35To avoid depriving the public of the basis for understanding the result and reasoning
,_underlying_thedecision, redactions should be limited. Parties who submit excessive redactions _

may be required to provide an additional written statement, supported by declarations from
individuals with personal knowledge, justifying each proposed redaction and specifically
explaining why the information sought to be redacted meets the definition for confidential
business information set forth in Commission Rule 201.6(a). l9 C.F.R. § 20l.6(a).
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