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. INTRODUCTION

In a series of fast-moving and interrelated developments
involving courts and competition authorities in many regions
and countries, holders of patents deemed “essential” to
industry standards are finding their ability to obtain injunctive

relief for infringement of those patents under challenge.

Traditionally, in most significant jurisdictions around the
world, the plaintiff in a patent infringement action can seek
an injunction preventing the accused infringer from continu-
ing to practice the inventions claimed in the patent, as well
as monetary damages in the form of lost profits or a reason-

able royalty.

Recently, however, some litigants, commentators, and oth-
ers have expressed the view that when an asserted patent
is a standards-essential patent (“SEP”) encumbered with a
fair, reasonable, and non-discriminatory (“FRAND”)! licens-
ing commitment, the patent holder should be prevented
from obtaining injunctive relief. Otherwise, these proponents
argue, the patent holder can use the threat of an injunction to
extract unfairly high royalties and impede implementation of
the standard. On the other hand, certain patent-holders and
others have responded that a blanket rule barring injunctive
relief for FRAND-encumbered SEPs fails to take into account
the fact-specific nature of FRAND commitments, fundamen-
tally alters the dynamic of negotiating the specific details of
a FRAND license, and erodes the commercial value of these
SEPs. There are no easy answers, and courts in the United
States and many foreign jurisdictions are currently grap-
pling with these issues as hotly contested disputes involving
FRAND-encumbered SEPs percolate through the judicial and
regulatory systems around the world.

In the United States, federal district courts have the discretion
to grant injunctions to stop patent infringement when the bal-
ance of traditional equitable factors, including a consideration
of the public interest, weighs in favor of granting injunctive
relief. Recently, two federal district courts applied these fac-
tors to deny injunctive relief to holders of FRAND-encumbered
SEPs. One of these cases is now on appeal at the United
States Court of Appeals for the Federal Circuit (“the Federal
Circuit”). Meanwhile, the Federal Trade Commission (“FTC”),
the Antitrust Division of the Department of Justice (‘DOJ”),
and the U.S. Patent and Trademark Office (‘USPTO”) have all

urged the International Trade Commission (“ITC”), an admin-
istrative agency tasked with adjudicating patent disputes to
stop the importation of infringing products to the detriment
of domestic industry, to utilize its mandatory “public interest
factor” analysis to take into account the potential impact on
competition and consumers before allowing an SEP holder to

obtain an injunction-like “exclusion order.”

While courts in some other countries apply a discretion-
ary standard similar to that applicable in U.S. federal district
courts that permits denial of an injunction based on the pub-
lic interest, in other jurisdictions the issuance of an injunc-
tion is (almost) automatic once infringement is proven. There
may, however, still be the possibility of some sort of FRAND-
based defense in most jurisdictions, either as a defense to
liability or as a basis to limit relief to monetary damages and
a royalty, but the availability and scope of a FRAND-based
defense are likely to vary depending in considerable part on
the degree of discretion a court has in granting or denying

injunctive relief.

Specifically, courts in Germany, the Netherlands, Japan, and
China have recently considered the issue. The conditions
for the availability of a FRAND-based defense vary widely
among these four jurisdictions. For example, in Germany,
statutory provisions permit all patent holders, including a SEP
holder, to apply for an injunction. If infringement is proven,
German courts issue an injunction as a matter of law; they
have virtually no discretion on whether to grant an injunc-
tion. If the asserted patent is a FRAND-encumbered SEP,
however, a German court may invoke a narrow limitation on
the issuance of injunctions in exceptional cases based on
principles of antitrust law, provided that the infringer actually
pays reasonable royalties. Dutch courts also acknowledge
that injunctions can be granted in cases involving SEPs, but
one court has rejected an application for injunctive relief in
the context of a FRAND commitment as an abuse of law and
a breach of precontractual good faith. An advisory decision
in China, by contrast, suggests that a much broader FRAND-
based defense may be available if a patentee participates
in the standard-setting process or otherwise agrees that
the patented technology may be incorporated into a stan-
dard and subsequently files suit seeking injunctive relief for
infringement of the patent. This advisory opinion suggests
that, if applicable, the defense may be a complete defense

to liability for infringement, and, in all events, the royalty rate



for the use of FRAND-encumbered SEPs should be very low.
In Japan, a report of a recent decision by a Japanese court

indicates that a FRAND defense may also be asserted there.

Separately, some parties have argued that seeking injunc-
tive relief when an accused infringer is willing to license a
FRAND-encumbered SEP would violate applicable antitrust
and/or competition laws. Two recent enforcement actions
by the FTC, a pair of court decisions in China, and ongoing
investigations by the Commission of the European Union
raise the prospect of antitrust and competition law enforce-
ment in this area. Such enforcement under antitrust and com-
petition laws threatens to remove the issue from the realm
of patent law because, even if courts were to determine that
injunctive relief is available as a matter of patent law, the
owner of FRAND-encumbered SEPs might risk a finding that
it had violated applicable antitrust or competition laws by
pursuing such relief. This White Paper reviews these recent
developments and analyzes the current situation with respect
to the availability of injunctive relief for FRAND-encumbered

patents in key jurisdictions around the world.

|I. BACKGROUND: THE STANDARD-SETTING
PROCESS AND INJUNCTIVE RELIEF TO
ENFORCE PATENT RIGHTS

A. SEPs AND FRAND COMMITMENTS

Standards-setting organizations (“SSOs”) exist in many indus-
tries. These groups produce standards for interoperabil-
ity and interconnection that, for example, make it possible
for a cellphone user traveling in Tokyo to call a landline in
New York.

As work advances on a particular standard, members of
the SSO typically make technical proposals to implement
various intended functions of the standard. These proposals
often originate from the member company’s own R&D, and
may have been the subject of one or more patents or pat-
ent applications. If a patented technology is adopted as part
of the standard, and is required to implement the standard,
the underlying patent is called a standards-essential patent
or “SEP”

If a standard becomes widely used in an industry, the holder
of an SEP is potentially in a position to exclude would-be
implementers of the standard from the marketplace by
means of an injunction, or to obtain high royalties by threat-
ening to enjoin an implementer from practicing the standard.
As these potential implementers may be industry competi-
tors, the SEP holder may obtain a significant commercial
advantage over its competition. In order to prevent or miti-
gate these effects, which are often contrary to SSOs’ inter-
ests in achieving wide implementation of the standard, SSOs
often require their members to state, before any standard
is adopted, whether they will commit to license, on FRAND
terms, any patents deemed essential to the practice of a
standard developed by that SSO.2

The Intellectual Property Rights (“IPR”) policy of the European
Telecommunications Standards Institute (‘ETSI”) provides an
example. ETSI is a large SSO prominent in commercially sig-
nificant standards, such as wireless communications stan-

dards. The ETSI policy includes the following definition:

“ESSENTIAL” as applied to IPR [Intellectual Property
Rights] means that it is not possible on technical
(but not commercial) grounds, taking into account
normal technical practice and the state of the art
generally available at the time of standardization, to
make, sell, lease, otherwise dispose of, repair, use,
or operate EQUIPMENT or METHODS which comply
with a STANDARD without infringing that IPR.3

SSOs generally do not determine whether a particular pat-
ent is essential to a standard. Rather, SSOs typically provide
some mechanism by which the patent owner itself can make
a declaration of essentiality (often coupled with an affirma-
tion of the FRAND licensing commitment). These patent-
owner statements may be posted on publicly accessible
databases, to permit implementers of a particular standard
to identify patentees from whom they may need licenses in
order to practice the standard. For example, ETSI maintains a

searchable database at http://ipr.etsi.org/.

Regarding licensing, the ETSI policy provides:

When an essential IPR relating to a particular stan-

dard or technical specification is brought to the



attention of ETSI, the Director-General of ETSI shall
immediately request the owner to give within three
months an irrevocable undertaking in writing that
it is prepared to grant irrevocable licenses on fair,
reasonable and non-discriminatory terms and con-

ditions under such IPR....4

Many SSOs offer patent holders the option to make a gen-
eral commitment to license on FRAND terms any patents that
turn out to be essential to practice a standard without identi-
fying any specific patents. Holders of large patent portfolios
may take advantage of this to avoid a burdensome portfolio
search for each new or proposed standard. Thus, ETSI makes
available two alternative IPR licensing declaration forms,® one
incorporating an “IPR Licensing Declaration” (“Declaration”)
and the other incorporating a “General IPR Licensing
Declaration” (“General Declaration”). The Declaration provides
a FRAND licensing commitment with respect to a particu-
lar standard and particular identified patents. The General
Declaration permits a patent owner to state its willingness to
license on FRAND terms any of its patents that may become
essential to any ETSI standard, without identifying any par-

ticular patent or standard.

Besides ETSI, there are many other SSOs, and their poli-
cies differ in various details. See, for example, correspond-
ing policies of the International Telecommunication Union
(“ITU”),8 the Internet Engineering Task Force (“IETF”),” and the

Institute of Electrical and Electronics Engineers (‘IEEE”).8

B. INJUNCTIVE RELIEF AND EXCLUSION ORDERS IN
PATENT INFRINGEMENT CASES

In all significant jurisdictions, the fundamental property inter-
est granted to a patentee is the right to exclude others from
making, using, selling, offering to sell, or importing the pat-
ented invention.? However, the level of protection afforded to

patent owners differs significantly among the jurisdictions.

1. The United States

In the United States, infringement actions are brought
under the Patent Act in federal district court. In those cases,
“courts ... may grant injunctions in accordance with the prin-

ciples of equity to prevent the violation of any right secured

by patent....”'0 A federal district court also has the ability to
award “damages adequate to compensate for the infringe-
ment but in no event less than a reasonable royalty for the

use made of the invention by the infringer.”!!

Prior to the U.S. Supreme Court’s decision in eBay, Inc. v.
MercExchange, L.L.C.2 the Federal Circuit had imposed a
mandatory injunction rule that compelled district courts to
issue an injunction once the asserted patent(s) had been
adjudged valid and infringed. In eBay, the Supreme Court
rejected the Federal Circuit’s mandatory injunction rule and
clarified that there is no special “patent law” standard for
granting injunctions in patent infringement cases. Rather, the
Court explained that district courts should exercise discre-
tion before issuing an injunction and should apply the tradi-

tional four-factor injunction test whereby:

[a] plaintiff must demonstrate: (1) that it has suffered
an irreparable injury; (2) that remedies available at
law, such as monetary damages, are inadequate
to compensate for that injury; (3) that, considering
the balance of hardships between the plaintiff and
defendant, a remedy in equity is warranted; and (4)
that the public interest would not be disserved by a

permanent injunction.!3

The ITC provides a second forum where a patentee can
assert a patent infringement claim to stop the importation of
infringing products. The ITC conducts investigations pursu-
ant to Section 337 of the Tariff Act of 1930. The basic form of
relief provided to complainants (i.e., the “plaintiff’ in an ITC
investigation) is an exclusion order that directs U.S. Customs
to stop the importation of the offending products.' Cease
and desist orders can also be issued, typically to prevent a
respondent (i.e., the “defendant” in an ITC investigation) from
selling infringing items that have already been imported and
are held in inventory in the United States.'®> Money damages

are not available in ITC investigations.'®

Because of the specific statutory scheme set forth by
Congress in Section 337, the Federal Circuit has held that
“eBay does not apply to [ITC] remedy determinations under
Section 337.”'7 The court reasoned that the appropriate-
ness of “injunctive relief” in an ITC investigation is a mat-

ter of statutory interpretation, rather than the application of



general equitable principles.!® Further, the Federal Circuit
noted that, unlike federal district courts, “the [ITC] is required
to issue an exclusion order upon the finding of a Section
337 violation absent a finding that the effects of one of the
statutorily-enumerated public interest factors counsel other-
wise.”'® (Emphasis added.) These public interest factors are:
“the effect of such exclusion upon the public health and wel-
fare, competitive conditions in the United States economy,
the production of like or directly competitive articles in the

United States, and United States consumers....”20

2. Rest of the World

Most other significant jurisdictions also provide for injunctive
relief in patent infringement proceedings, but the standards

for obtaining such relief vary from jurisdiction to jurisdiction.

German courts handle about 70 percent of all patent infringe-
ment litigations in Europe. Germany is a preferred forum for
patent litigation because that forum provides fast and cost-
efficient proceedings, judges specialized in patent mat-
ters, and, in particular, the availability of injunctions. Patent
litigations in Germany are characterized by a “split system,”
in which infringement and nullity (validity) proceedings are
conducted in separate proceedings before separate courts.
This provides the IP owner with an advantage, as it may seek
an injunction against infringement in the trial court presiding
over the infringement portion of the dispute before the pat-

ent court decides on the validity of the patent in question.?'

Similar to U.S. law, German patent law also provides the pat-
entee with an exclusive right by stating that “a patent shall
have the effect that the patentee alone shall be authorized
to use the patented invention.”22 The statutory law allows
the patentee to apply for an injunction.23 German courts will
grant injunctive relief in patent matters if there is a risk of

infringing use of the patent.

Unlike U.S. courts, however, German courts generally have
no discretion as to whether to grant an injunction. There is
no equivalent to the eBay standards under German patent
law, and only in exceptional cases have the German courts
accepted limitations on granting injunctions. Most of these
exceptions deal with limitations based on antitrust law, such

as the FRAND defense discussed below, or due to misuse of

the IP right by the plaintiff.24 Limitations of the availability of
injunctive relief based on the principle of proportionality are
under discussion in the context of nonpracticing entities, but

so far the courts have dismissed them.25

Courts in the Netherlands and France also grant injunctions
in patent infringement proceedings, provided that the pat-
entee can show that the patent has been infringed or that
infringement is imminent. By contrast, the English courts con-
sider injunctions to be equitable relief. An English court may
grant such relief at its discretion if a plaintiff proves infringe-
ment or a threat of infringement, unless the circumstances
preclude a probable infringement in the future or the grant
of such an injunction would be oppressive, that is to say the
grant of the injunction would be grossly disproportionate to

the right protected.26

In Japan, as in Germany, if patent infringement is established
and an injunction is sought, courts issue an injunction as a
matter of law. A Japanese court may refuse to grant injunc-
tive relief, however, if it determines that the patent holder has
abused its patent right. In China, courts may, but need not,

grant injunctive relief for patent infringement.

[1. AVAILABILITY OF INJUNCTIVE RELIEF FOR
INFRINGEMENT OF FRAND-ENCUMBERED
SEPs UNDER RELEVANT PATENT LAWS

A. THE UNITED STATES

Federal district courts apply the eBay test to determine the
appropriateness of injunctive relief, and the Administrative
Law Judges (“ALJs”) of the ITC are required to consider the
statutory public interest factors in Section 337 in decid-
ing whether to grant an exclusion order. In addition, patent
infringement defendants have used the existence of a pat-
entee’s FRAND commitment as the basis to assert various
affirmative defenses and counterclaims such as defenses
of implied license or equitable estoppel, and claims of
breach of contract or antitrust violations. (In this paper,
these defenses are discussed collectively as FRAND-based
defenses.) Recent district court and ITC decisions add

new insights as to the effectiveness of such FRAND-based



defenses and the patentee’s ability to obtain injunctive relief

when the infringed patent is a FRAND-encumbered SEP.

1.  Injunctions and FRAND-Encumbered SEPs in U.S.

Courts

While the U.S. Court of Appeals for the Federal Circuit has
yet to rule on the question of whether a patentee should
be granted injunctive relief to stop infringement of FRAND-
encumbered SEPs, the issue is presented in two currently
pending appeals. Thus, the only federal court decisions to
date to address the question directly are district court deci-
sions. Recently, two district courts have denied injunctive
relief to holders of FRAND-encumbered SEPs, while another
court concluded that a FRAND commitment to an SSO, like
any other contractual arrangement, does not deprive the SEP
holder of the right to seek injunctive relief unless it does so

expressly.

a) Apple v. Motorola (N.D. lIl.)27

In October 2010, Apple sued Motorola for infringement of
three patents, accusing Motorola’s mobile devices, such
as smartphones and associated software and in particular
Motorola’s Droid devices, of infringement. Apple sought an
injunction against further infringement as well as compen-
satory damages. Motorola countersued, alleging that vari-
ous Apple iPhone, iPod, iPad, and other products infringed
six of its own patents. Motorola also sought an injunction
and damages. Following a Daubert hearing on May 16, 2012,
Judge Posner (of the Seventh Circuit, sitting by designa-
tion) excluded the testimony of the parties’ chief damages
experts, effectively denying both parties their respective
claims for monetary relief. At Apple’s request, Judge Posner
scheduled “a traditional injunction hearing”28 to deal with the
parties’ respective claims for injunctive relief. This determina-
tion was to be based on the eBay factors, but Judge Posner
specifically instructed Motorola to be prepared to address

“the bearing of FRAND on [its] injunction analysis.”29

Following the injunction hearing, Judge Posner issued an
Opinion and Order dismissing all claims of both parties with
prejudice.30 The section of the court’s opinion dealing with

injunctive relief began:

[Regarding] Motorola’s injunctive claim, | don’t

see how, given [Motorola’s] FRAND [commitment],

| would be justified in enjoining Apple from infring-
ing the '898 [Patent] unless Apple refuses to pay
a royalty that meets the FRAND requirement. How
could [Motorola] be permitted to enjoin Apple from
using an invention that it contends Apple must use
if it wants to make a cell phone with UMTS3' tele-
communications capability—without which it would

not be a cell phone32

Judge Posner also cited with approval the Federal Trade
Commission Statement on the Public Interest filed on June 6,
2012 in ITC Investigation No. 337-TA-752, arguing that issu-
ance of an ITC exclusion order based on infringement of a
“RAND-encumbered” standards-essential patent may harm
the public interest. (See discussion of the ITC investigation

below.)

Apple evidently rejected a prior Motorola offer of a “FRAND”
license at a 2.25 percent royalty rate. Even if this were true
(the parties disputed the details of their negotiation and why
it broke down), according to Judge Posner, it did not excuse
Motorola from “complyling] with its FRAND obligations”33
and did not mean that Motorola was entitled to an injunction

rather than damages.

The parties appealed Judge Posner’s decision to the Federal
Circuit.34 Among the many amicus briefs submitted is one
filed by the FTC on December 4, 2012. The FTC said that its
interest is to “seekl[] to ensure that any ruling in this case
takes into account the competition policy issues associated
with injunctions as a remedy for infringement of a standard-
essential patent.”35 The FTC brief explained in substance
“that the district court properly applied eBay in determin-
ing that Motorola was not entitled to an injunction” due to
Motorola’s FRAND licensing commitment with respect to the

asserted patent.36

b) Microsoft v. Motorola (W.D. Wash.)37

Microsoft sued Motorola for breach of contract, seeking a
declaratory judgment that it was entitled to FRAND licenses
for Motorola patents essential to IEEE and ITU standards and
a judicial accounting to determine appropriate royalty rates.
Microsoft contended that Motorola’s previous licensing offers
for the patents were not reasonable. Later, Motorola asserted
patent infringement claims against Microsoft by transferring

those claims from another case that Motorola had originally



filed in the Western District of Wisconsin. Specifically,
Motorola had sued Microsoft for infringement of three pat-
ents that Motorola had declared to be essential to the ITU
H.264 video coding standard. Motorola sought injunctive

relief against Microsoft’s alleged infringement.38

The court ruled that Motorola’s commitments to the IEEE and
ITU created enforceable contracts between Motorola and the
SSOs “to license its essential patents on RAND terms,” and
that Microsoft is a third-party beneficiary of these contracts.39
The court subsequently held a trial “to determine the appro-
priate RAND rate and range for Motorola’s H.264 and 802.11
standard essential patent portfolios.” To date, the court has

not issued any decision setting forth its findings from the trial.

Meanwhile, Microsoft moved for summary judgment seeking
dismissal of Motorola’s claim for injunctive relief to remedy
Microsoft’s alleged infringement of the three H.264 patents.
The court granted Microsoft’s motion in an order dated
November 29, 2012, and dismissed Motorola’s claim for an
injunction. The court’s analysis was based on the eBay fac-
tors.40 Essentially, the court reasoned that because Motorola
has an obligation to license the patents on FRAND terms
and because the court itself had undertaken to facilitate this
license by determining a royalty rate, Motorola was unable to
show either irreparable harm or the inadequacy of remedies

at law.

c) Apple v. Motorola (W.D. Wisc.)*!

This case arose as a series of counterclaims filed by Apple
against Motorola stemming from an ITC investigation of
Apple that had been initiated by Motorola.42 (Counterclaims
filed at the ITC are removed to federal court.) Apple’s coun-
terclaims included claims for breach of contract based on
Motorola’s pursuit of injunctive relief in light of its FRAND
licensing commitments to the IEEE and ETSI. Examining

those FRAND commitments, Judge Crabb concluded:

There is no language in either the ETSI or IEEE con-
tracts suggesting that Motorola and the standards-
setting organizations intended or agreed to prohibit
Motorola from seeking injunctive relief. In fact, both
policies are silent on the question of injunctive
relief.... | conclude that any contract purport-

edly depriving a patent owner of that right should

clearly do so. The contracts at issue are not clear.
Therefore, | conclude that Motorola did not breach
its contracts simply by requesting an injunction
and exclusionary order in its patent infringement

actions.43

The court also dismissed Apple’s antitrust claims pursu-
ant to the Noerr-Pennington doctrine, which grants antitrust
immunity to a party’s actions in petitioning the government.44
Finally, the court dismissed all of Apple’s remaining claims,
particularly including claims for declaratory relief in which
Apple had asked the court to “declare” a FRAND rate for
Motorola’s patents. Regarding these claims, the court con-
cluded that, based on statements made by Apple shortly
before the start of a scheduled trial, Apple had not agreed
to be bound by a rate determined by the court, but was only
“seeking a ceiling on the potential license rate that it could
use for negotiating purposes.”4% As this arrangement essen-
tially asked the court to assist Apple in negotiating a FRAND
licensing rate without putting the parties’ dispute to rest, the
court declined to rule on Apple’s request for a declaration of

the appropriate FRAND rate.46

On December 5, 2012, Judge Crabb entered judgment in
favor of Motorola, and on January 4, 2013, Apple appealed
to the Federal Circuit. Motorola cross-appealed, and, on
January 25, 2013, filed a motion to dismiss the case or trans-
fer it to the Seventh Circuit Court of Appeals, on the grounds
that the Federal Circuit lacks jurisdiction because “the claims
in Apple’s complaint sound in antitrust and contract law”
rather than patent law. On February 7, 2013, Apple responded,
saying that its declaratory judgment claims were based on
Motorola’s ITC complaint, and thus arise under federal patent
law.*” Thus, before the Federal Circuit can address the mer-
its of the various FRAND-related issues presented, it will first

have to wrestle with this thorny jurisdictional question.

2. Recent ITC Developments

Respondents in a number of recent ITC (or “Commission”)
investigations have raised FRAND-based defenses and
have argued that, based on the statutory public interest fac-
tors, the remedy of an exclusion order should not be avail-
able at all to the holder of a FRAND-encumbered SEP. In at

least three investigations, discussed below, the Commission



called for and obtained written submissions on FRAND-
related issues by the parties and the public before it decided

whether to grant an exclusion order.

a) The 745 Investigation (Complainant: Motorola;
Respondent: Apple)

In Certain Wireless Communication Devices, Portable Music
and Data Processing Devices, Computers and Components
Thereof (Inv. No. 337-TA-745) (“the °745 Investigation”), the
FRAND-based defenses raised by the respondent were ulti-
mately rendered moot. Motorola, via its complaint filed on
October 6, 2010, alleged that various Apple iPhone, iPad, and
other devices infringed several Motorola patents, which were
generally directed to various aspects of mobile communi-
cation devices. Two of the Motorola patents, Nos. 6,246,697
(“the '697 patent”) and 5,636,223 (“the '223 patent”) were
the subject of FRAND commitments to ETSI and the IEEE,

respectively.

On November 30, 2010, in its response to the complaint,
Apple included a defense of “Estoppel/Unclean Hands”
based on allegations that Motorola had supposedly failed
to disclose the application underlying one of the patents to
ETSI in a timely manner and that “Apple [had] invested bil-
lions of dollars in products and technologies in reliance
on Motorola’s promises regarding the Declared Essential
Patents.” On March 11, 2011, Apple filed certain FRAND-
based counterclaims and immediately removed them to the
Western District of Wisconsin. (See discussion of this district

court case supra.)

In the Initial Determination of April 24, 2012, the ALJ found no
violation of Section 337 of the Tariff Act of 1930 with respect
to the 223 patent but did find a violation with respect to the
‘697 patent. With respect to Apple’s allegations of estop-
pel and unclean hands relating to the '697 patent, the ALJ
found, applying the standard of Qualcomm,*® that Motorola’s
alleged conduct fell far short of the “wantonness” that char-

acterized the patent-holder’s behavior in that case.49

On September 17, 2012, the Commission reviewed the ALJ’s
Initial Determination and found no violation of Section 337 with
respect to three of the four patents in the case, including both
the '223 patent and the '697 patent,° and on December 18,

2012, the ALJ, on remand, found no violation with respect to

the last remaining patent. On January 7, 2013, Motorola peti-

tioned for review of the ALJ’s remand determination.

b) The 752 Investigation (Complainant: Motorola;
Respondent: Microsoft)

In Certain Gaming and Entertainment Consoles, Related
Software, and Components Thereof (Inv. No. 337-TA-752) (“the
"752 Investigation”), Motorola Mobility alleged that Microsoft's
Xbox platform infringes various Motorola patents related to
the H.264 video coding standard and security aspects of the
802.11 wireless communications standard. Microsoft raised
several equitable defenses based on the existence of FRAND
commitments that Motorola apparently made to two SSOs
(the ITU for H.264 and the IEEE for 802.11). The public version
of the Initial Determination in this Investigation discussed
Microsoft’s arguments relating to these defenses in detail

and ultimately dismissed all of them.5!

Microsoft argued that the “equitable” remedy of an exclu-
sion order must yield to the legal, contractual obligations
that Motorola assumed in making its FRAND commitments.
In support, Microsoft cited a prior ITC investigation®2 featur-
ing an underlying dispute about a cross-licensing agree-
ment between the parties. There, the Commission had stated
that “an injunction may not issue against the beneficiary of
a promise, which, if enforced, would be inconsistent with the
suit for an injunction.”®3 ALJ Shaw distinguished that prece-
dent, however, by noting that it involved “mutual obligations”
between the parties, in contrast to Microsoft’s status as a

“beneficiary” of Motorola’s “unilateral assurances to SSOs.”54

Based on Motorola’s assurances to the SSOs, Microsoft also
asserted defenses of implied license and waiver of equitable
remedies. ALJ Shaw dismissed the implied license defense,
noting evidence that Motorola licenses only its essential
patents “after negotiations, which were often lengthy nego-
tiations.”5% He also rejected the waiver defense, noting that
Microsoft agreed that this defense and implied license are
“two sides of the same coin” in the ITC context, where the

only available remedies are equitable.56

Finally, Microsoft asserted a defense of equitable estoppel.
Microsoft alleged that, with the FRAND commitments in the
background, Motorola made “sham” license offers that it

knew Microsoft would not accept. ALJ Shaw found that these



offers constituted a “misleading communication,” thus sat-
isfying the first of three elements of equitable estoppel in a
patent case.?” He also found that Microsoft would be mate-
rially prejudiced by an exclusion order, satisfying the third
element. ALJ Shaw found a lack of evidence for the sec-
ond element, however, that Microsoft reasonably relied on
Motorola’s FRAND promises, and therefore dismissed the

equitable estoppel defense as well.58

The ALJ issued his Initial Determination in the '752
Investigation on April 23, 2012, holding that five of the patents
in suit had been infringed. Among the claims the ALJ held
to be valid and infringed were certain claims of three of the
four Motorola patents said to be encumbered with FRAND
obligations.5? (One of these patents was later dropped
from the case on Motorola’s motion.) On June 29, 2012, the
Commission issued a Notice®0 that it would review the Initial
Determination, and also remanded the 752 Investigation to

the ALJ with respect to certain issues.

On January 8, 2013, five days after the FTC announced
that it had entered into a Consent Order with Motorola par-
ent Google (described below), Motorola moved to ter-
minate the '752 Investigation as to the two remaining

FRAND-encumbered patents.®!

In May 2012, following the release of the Initial Determinations
in the 745 and ’752 Investigations, the Commission called
for statements on public interest issues raised by the rec-
ommended exclusion orders and cease and desist orders
directed to Apple and Microsoft. Also, in its Notice that
it would review the final Initial Determination in the '745
Investigation,®2 the Commission asked the parties to brief
their positions on issues related to FRAND licensing and its
possible effect on the ability to obtain an exclusion order,
and additionally invited comment from third parties on the
public interest. These requests resulted in responses from a

number of organizations, discussed infra.

c) The '794 Investigation (Complainant: Samsung;
Respondent: Apple)

A FRAND defense has been asserted in another recent

ITC investigation, Certain Electronic Devices, Including

Wireless Communication Devices, Portable Music and

Data Processing Devices, and Tablet Computers, Inv.

No. 337-TA-794 (“the '794 Investigation”). In June 2011,

Samsung initiated an ITC complaint alleging unlawful impor-
tation by Apple of various products (iPhones, iPods, and tab-
let computers) that allegedly infringe five Samsung patents.
Samsung sought both a permanent exclusion order and a
permanent cease and desist order. Apple responded that
Samsung was obligated to license certain patents based on
its FRAND commitments to ETSI. ALJ Gildea denied Apple’s
motion for summary determination, which is the ITC’s ver-
sion of a motion for summary judgment. Analyzing the motion
under French law, the ALJ concluded, inter alia, that there
was no license because Apple and Samsung never agreed
on price terms.?3 The ALJ issued an Initial Determination on
September 14, 2012, finding no violation of Section 337 with
respect to any of the asserted patents. On November 19,
2012, the Commission announced that it would review the
Initial Determination and also called for written submis-
sions on the public interest and issues in the case, including
FRAND issues.

d) Comments by Agencies and the Public Regarding
FRAND-Encumbered SEPs in ITC Investigations

The Commission’s requests in the ’745, 752 and '794
Investigations for written submissions on the public interest
generally, and FRAND issues in particular, have generated
dozens of responses from corporations, trade groups, gov-
ernment agencies, and legislators, as well as the parties to
the investigations. A few of these submissions appear to sup-
port a per se rule that a holder of a FRAND-encumbered SEP
should never be able to obtain an exclusion order.84 Others
take the position that exclusion orders should be available
only in special circumstances, such as the case where a
respondent has refused to take a FRAND license, or where
a respondent is outside the jurisdiction of the federal dis-
trict courts but the allegedly infringing articles fall within the
Commission’s in rem jurisdiction. Still others emphasize that
a FRAND commitment is a contract between an SSO and its
member, and each contractual commitment must be consid-
ered according to its own terms. Some SSOs, such as ETS|,
for example, do not require waiver of the right to injunctive

relief as part of the FRAND commitment.65

Importantly, the FTC, the DOJ, and the USPTO have all filed
comments or issued statements urging the ITC to apply
public interest factors to deny injunctive relief with respect
to infringement of FRAND-encumbered SEPs. In June 2012,
the FTC submitted statements in both the '745 and '752



Investigations.®® In these comments, the FTC stated that “ITC
issuance of an exclusion or cease and desist order in mat-
ters involving RAND-encumbered SEPs, where infringement
is based on implementation of standardized technology, has
the potential to cause substantial harm to U.S. competition,
consumers, and innovation.”®” The FTC identified the prob-
lem as, in part, that “the threat of an exclusion order could
allow a patentee to obtain unreasonable licensing terms
despite its RAND commitment....”68 The FTC statement con-
cluded by urging the ITC to consider the impact on “com-
petitive conditions and United States consumers” in cases
involving FRAND-encumbered SEPs.%9

On January 8, 2013, the DOJ joined with the USPTO in issuing
a statement’© that strongly urged the ITC to apply the stat-
utory public interest factors to cases where the holder of a
SEP, having made a FRAND commitment, seeks an exclusion
order. The joint statement identified just two circumstances in
which such an exclusion order might be appropriate: where
the “putative licensee” either (i) refuses to take a license
or (ii) is “not subject to the jurisdiction of a court that could

award damages.””!

In addition, the FTC and DOJ each testified in support of
their positions at a Senate Judiciary Committee hearing on
“Oversight of the Impact on Competition of Exclusion Orders
to Enforce Standard-Essential Patents.””2 The FTC testimony,
presented by FTC Commissioner (now Chairman) Edith
Ramirez, discussed in greater detail the points raised in the
FTC’s Statement on the Public Interest filed in the '745 and
752 Investigations. Commissioner Ramirez concluded that
“[tlhe FTC believes that the ITC has the authority under its
public interest obligations to ... deny an exclusion order if
the holder of the RAND-encumbered SEP has not complied
with its RAND obligation,” and suggested that if the ITC finds
it does not have this authority, Congress should consider
amending Section 337.73 The DOJ testimony, presented by
then-acting head of the Antitrust Division Joseph Wayland,
included a review of recent Antitrust Division investigations
of technology industry transactions where “potential anticom-
petitive use of F/RAND encumbered standard-essential pat-
ents” was an issue. Regarding the ITC, Mr. Wayland made the
specific suggestion that one set of circumstances in which
an exclusion order might be deemed not in the public inter-
est would be where “the value or importance of the infringed

patent to the assembled good is dwarfed by the overall value

of the assembled good or the patented aspect is not impor-

tant to the operation of the good.”™

B. EUROPE

In Europe, patent law is delegated to the member states to
legislate, with limited exceptions that are harmonized by the
European Union. Across the 27 member states, the availabil-
ity of injunctive relief in patent infringement litigation varies
from country to country. To date, very few courts have consid-
ered the issue of whether injunctive relief should be available
as a remedy for infringement of FRAND-encumbered SEPs.
The courts of Germany and the Netherlands have taken the

lead in providing answers.

1.  Germany

German courts have, as a general rule, no discretion on
whether to grant an injunction in patent infringement litiga-
tion. If a court finds infringement, it typically orders an injunc-
tion as a matter of course. German patent law does not
provide a basis for an infringer to avoid an injunction based
on a FRAND defense. As described below, however, German
courts have applied German competition law to develop the
so-called Orange Book Standard for assertion of a FRAND
defense. Although the defense is based on competition law,
to date courts have applied it in a manner similar to an affir-
mative defense under patent law. Specifically, courts have
held an infringer may avoid entry of an injunction in certain

narrow circumstances.

a) Orange Book Standard—The Framework for the FRAND
Defense

In Orange Book Standard of May 6, 2009, the German

Federal Supreme Court (“FSC”) allowed, for the first time, a

patent user to defend itself against an injunction claim by

arguing that it is entitled to a FRAND license according to

antitrust law:

If a company with a dominant position on the mar-
ket discriminates [against] the company seeking a
license in a commerce usually accessible to simi-
lar companies, or if it inequitably obstructs the pro-
posed licensee by refusing to conclude a patent
license agreement it has been offered, the enforce-

ment of the patent-law claim for injunctive relief



constitutes an abuse of its dominant position on the
market, because the dominant company prevents
the other company from gaining the very access to
the market that it is obliged to grant by entering into

the license agreement.”

Orange Book Standard involved a de facto standard for
CD-R and CD-RW. Philips, the plaintiff, owned a patent for
recordable and rewritable optical data carriers. The defen-
dant marketed CD-Rs and CD-RWs in Europe. Philips alleged
that CD-Rs and CD-RWs must comply with the specifica-
tions set out in the so-called “Orange Book Standard” such
that the defendant had to obtain a license under Philip’s pat-
ent. The defendant argued that it did not infringe the patent
and, additionally, that Philips requested from the defendant
an unreasonably high and discriminatory license fee of

3 percent while other licensees paid a lesser amount.”®

The FSC decision in Orange Book Standard established the
framework for asserting a FRAND defense under the EU and
German antitrust laws. The FSC imposed three requirements
for the FRAND defense to be successful: (i) the plaintiff has
a dominant market position; (ii) the defendant has offered
a license on “acceptable” contract terms to plaintiff; and
(i) the defendant behaved from the point of its offer as if the
plaintiff had accepted the offer.”” The defendant bears the

burden of proof for all three requirements.

Specifically, the defendant (and not the plaintiff) must make
an offer to license on reasonable terms, i.e., the terms and
conditions of its offer must reflect the terms and conditions
that are customarily used in the industry for licensing such
technology. Additionally, the defendant’s license offer must
be unconditional—the defendant cannot make its offer con-
ditional on the court’s finding infringement.”8 As far as the
license fee is concerned, the FSC found that a defendant
has two options: It may offer a royalty rate that equals roy-
alty rates customarily applied in the industry; or it may offer
to pay a royalty rate to be determined by the plaintiff apply-
ing the plaintiff’s “reasonably exercised discretion.”” The
royalty rate determined by “reasonably exercised discretion”
could then be subject to judicial review in a separate court

proceeding.

Additionally, the defendant must act as if the plaintiff had

accepted the defendant’s offer to license. The defendant

10

must not implement the patent without obeying the con-
tractual obligations that would be in place had the plaintiff
accepted the offer. For example, the defendant must account
for the use of the patent on a regular basis and must pay
the applicable royalties either directly to the plaintiff or to an

escrow account held by a German court.8°

b)
In the aftermath of Orange Book Standard, the FRAND

Lower Court Application of Orange Book Standard

defense has been tested successfully in court in at least
two cases. In Philips v. SonyEricsson, the District Court of
Mannheim dismissed an injunction claim finding that the
defendant’s offer to license at a fixed royalty rate and the
deposit of the calculated royalties in an escrow account val-
idly established the FRAND defense.8! In Motorola v. Apple,
the Court of Appeal of Karlsruhe granted Apple’s request to
preliminarily stop the enforcement of the first instance judg-
ment of the District Court of Mannheim after Apple amended

its license offer.82

These subsequent cases resolved some, but not all, of the
many questions left open by Orange Book Standard. The
District Courts of Mannheim and Dusseldorf held that Orange
Book Standard applies equally to agreed standards (stan-
dards established by consensus in standard-setting bodies)
as well as de facto standards, because there would be no
difference in the parties’ interest in the two types of stan-
dards.83 Notably, in this context, these two courts interpreted
FRAND commitments as “declarations of intent” by the patent
owners to conclude binding license agreements in the future.
According to those courts, FRAND commitments formally
endorse the obligations patent owners have under the anti-

trust laws and do not grant a right to use the patent.

A further issue relates to the scope of defendant’s license
offer. May the defendant offer to license only the spe-
cific patent(s)-in-suit in Germany, or must it offer to license
the plaintiff's SEPs on a global basis? The District Court of
Mannheim held that an offer for a license to a single patent-
in-suit limited to Germany is sufficient, unless this offer can
be considered to be misuse.84 Such misuse considerations
could apply, for instance, if the defendant would take only a
single license to the patent in suit while simultaneously con-
tinuing infringement of other patents essential to the same
standard. With regard to a patent pool (MPEG LA), the District

Court of DUsseldorf allowed the patentee to either limit



its acceptance to a single license for the patent-in-suit in

Germany or accept a global worldwide pool license.85

The Court of Appeal of Karlsruhe addressed application of
Orange Book Standard to pending and future-filed nullity
actions. In Motorola v. Apple, the court confirmed that Apple
was obliged to withdraw its nullity action after Motorola
accepted Apple’s offer to license.88 In addition, the court held
that Apple’s license offer must include a provision allowing
Motorola to terminate the agreement if Apple refiled a nullity

attack against any of the licensed patents.

Invoking a FRAND defense has the potential to create
some tension for the defendant. The FRAND defense is a
defense against an injunction claim and, thus, concerns
future infringement, but the Orange Book Standard requires
the defendant to behave like a licensee. The District Court
of Mannheim confronted this issue when it considered
whether, in connection with a FRAND defense, a defendant
must accept liability for past damages in its license offer and
include such damages in its deposit. In Motorola v. Apple and
Motorola v. Microsoft, the court required that the defendants

accept liability for past damages in its license offer.8”

A number of other practical issues regarding implemen-
tation of Orange Book Standard remain unanswered. For
instance, how are the “licensed products” in the license
offer to be defined—by reference to specific products, or to
the specific standard? How shall the deposit with the court
be made? And what happens in case of overpayments or

underpayments?

Finally, there also is the fundamental question whether
Orange Book Standard complies with the EU competition
laws. To the extent German law addresses the same compe-
tition concerns in the area of unilateral conduct that are also
addressed by EU law, the latter prevails. On March 21, 2013,
the District Court of Disseldorf referred five questions to the
European Court of Justice (“‘ECJ”) concerning the availability
of remedies to the holder of SEPs.88 On this basis, the ECJ
will have an opportunity to settle the exact requirements for
a successful FRAND defense under European competition
law. The Dusseldorf court’s referral to the ECJ emphasizes
the need for clarification, as Orange Book Standard implies
stricter requirements (and is more favorable to the patent

holder) than under the criteria the EC appears to apply.8?

It remains to be seen whether the EC and the ECJ will also
interpret the competition rules in a manner that permits
defendants to assert a FRAND defense but also imposes far-

reaching obligations on defendants as well.

2. The Netherlands

The courts of the Netherlands also usually grant injunctions in
patent infringement proceedings providing that the patentee
can show that there is an infringement or that the infringe-
ment is imminent. Courts in the Netherlands have also rec-
ognized the possibility of a FRAND defense similar to Orange
Book Standard in Germany. In contrast to the German
approach, however, courts in the Netherlands appear to have
based the defense on patent law rather than competition law.

Two contrasting decisions reflect the courts’ approach.

In Philips v. SK-Kassetten of March 17, 2010, the District
Court of The Hague held that the existence of an obliga-
tion to grant a FRAND license does not necessarily prevent
the holder of an essential patent from enforcing its patent,
including through a suit seeking injunctive relief.2° In reject-
ing the defendant’'s FRAND defense, the court emphasized
that SK-Kassetten should have asked Philips for a license
before it started to use Philips’ SEPs. If Philips had rejected
such license request, SK-Kassetten could then have filed a
motion with the court requesting that Philips be ordered to
license its SEPs under FRAND terms. As long as no FRAND
license has been obtained by a defendant, however, the pat-
ent owner may, in principle, enforce its patent rights by seek-

ing injunctive relief against an infringing user.

In Samsung v. Apple of March 14, 2012, the District Court of
The Hague rejected Samsung’s application for an injunction
on the basis of both abuse of law and breach of precontrac-
tual good faith.®! The court considered Samsung’s FRAND
declaration to be a commitment to enter into an agree-
ment. By accepting Samsung’s commitment, Apple received
an irrevocable contractual claim to obtain a FRAND license
from Samsung. The court, however, also concluded that
Apple, at that stage, did not hold a FRAND license. In view
of Samsung’s obligation to grant a FRAND license to Apple
and to negotiate the license in good faith, the court ruled
that seeking an injunction during negotiation of the FRAND
license must be considered as an abuse of law or a breach

of precontractual good faith. The injunction, according to



the court, would put Apple under considerable pressure in
the negotiation of the terms and conditions of the FRAND
license. The injunction could compel Apple to agree to a
license fee that exceeds the level that Apple could claim
on the basis on Samsung’s FRAND declaration. The court
explicitly left open the question of whether Samsung’s filing
of the injunction claim could also be considered as misuse
of a market-dominant position within the meaning of compe-

tition law.

As a consequence, to successfully assert a FRAND defense
in the Netherlands, the combined effect of these two cases
would require the defendant to request a FRAND license
from the patentee before the commencement of litigation.
The defendant then can either make a fair and reasonable
counterproposal while remaining willing to negotiate or
explain in litigation why the patentee’s offer does not comply
with FRAND terms. It remains an open question for how long

the parties must negotiate.

3. France and the United Kingdom

Defendants also have raised a FRAND defense in patent
infringement proceedings in France and the UK, but the
courts have yet to rule on the issue. In Samsung v. Apple
of December 8, 2011, Apple argued before the Paris Court
of First Instance that Samsung’s claim would constitute an
abuse of a dominant position.92 The Paris Court, however,
dismissed the case on other grounds and did not address
this issue. In Nokia v. IPCom of July 8, 2011, the High Court of
Justice did not grant IPCom’s request for injunctive relief, but
ordered Nokia to plead on further issues, including FRAND.93
A “FRAND trial” before the High Court of England and Wales is
forthcoming in which Nokia, HTC, and IPCom will plead their

cases on determining the FRAND terms and the royalty rate.

C. ASIA

1. Japan

In Japan, as in Germany, if patent infringement is established
and an injunction is sought, courts issue an injunction as a
matter of law. Recently, however, a FRAND defense was con-
sidered by a Japanese court for the first time in Samsung
Electronics vs. Apple. Samsung filed a request for a prelimi-

nary injunction against Apple with the Tokyo District Court

on April 21, 2011, requesting an order to enjoin the manufac-
ture, import, and sale of certain iPhones and iPads. Apple,
in turn, filed a declaratory judgment suit against Samsung
with the Tokyo District Court on September 16, 2011, seek-
ing a declaratory judgment that Samsung does not have a
right to claim damages based upon infringement of its pat-
ents with regard to the manufacture, sale, and import of
the products in question. On February 28, 2013, the Tokyo
District Court refused Samsung’s request for a prelimi-
nary injunction on the ground that the asserted patents are
SEPs encumbered with a FRAND commitment. Surprisingly,
with respect to Apple’s lawsuit seeking a declaratory judg-
ment,%4 although the Tokyo District Court found that Apple’s
products infringe certain asserted patents and those pat-
ents are valid, it issued a declaratory judgment ruling that
Samsung does not have a right to a demand for damages.
The court held that when Samsung receives a specific offer
requesting license on FRAND terms regarding its FRAND-
encumbered SEPs, Samsung has an obligation to provide the
other party with significant information and negotiate in good
faith. The court ruled that, despite this good faith obligation,
Samsung had not negotiated a license with Apple in good
faith. For instance, the court pointed out that Samsung had
not disclosed information to support the calculation of the
license royalty rates Samsung had proposed despite Apple’s
repeated requests for this information. In light of such facts
and other circumstances, the court considered the enforce-
ment by Samsung of its patent to be an abuse of its patent
right. Samsung has stated that it is planning to appeal the
decision to the Intellectual Property High Court.

2. China

A Chinese Supreme Court advisory opinion issued in 2008
suggested that a court will not find patent infringement if
a patentee participates in standard-setting or otherwise
agrees that the patented technology may be incorporated
into a standard and subsequently files suit seeking injunctive

relief for infringement of the patent.

The Supreme Court advisory opinion provided that, because
the authorities in China responsible for standard-setting have
not established rules regarding public disclosure and use of
patented technology in standards, if a patentee engages in
standard-setting or agrees that the patent be incorporated

into a national, industrial, or local standard, the patentee



would be deemed to have permitted others to exploit the
patent for purposes of implementing the standard. The
Supreme Court held that such exploitation of the patent by
others does not constitute patent infringement under Article
11 of the Patent Law. The patentee may charge the company
using the patented technology to implement the standard a
fee or royalty for use of the patent, but the amount of such
fee should be significantly lower than the normal license fee.
To the extent the patentee commits to waive the fee for such
exploitation of the patent, the patentee should subsequently

follow that commitment.

The Supreme Court’'s advisory opinion is a case-specific
decision rather than a formally binding precedent. However,
in practice, lower courts in China generally follow such
Supreme Court advisory opinions in subsequent similar
cases. This is particularly likely with respect to this issue, as
some Chinese businesses and government officials regard
the FRAND offers of certain foreign patent holders as being

inconsistent with the low-cost business environment in China.

IV. APPLICABILITY OF ANTITRUST LAWS TO
ATTEMPTS T0 OBTAIN INJUNCTIVE RELIEF
WITH RESPECT TO FRAND-ENCUMBERED
SEPs

Certain parties have argued that it constitutes an unfair
trade practice or an abuse of a dominant position, and
thus violates competition laws, for an owner of a FRAND-
encumbered SEP to seek to obtain injunctive relief. In the
United States, the FTC has adopted and enforced this posi-
tion in two consent decrees, although it has yet to do so in
a litigated matter. It appears that the European Commission
may also be considering a similar position. Provisions in
applicable agency guidelines in Japan and China indicate
that competition authorities in those two jurisdictions might
also consider similar positions. If competition authorities
apply their competition laws in this fashion, this may cause
owners of FRAND-encumbered SEPs to consider foregoing
injunctive relief and pursuing only damages and royalties for
infringement of such patents, even if courts hold that injunc-

tive relief may be available under applicable patent laws.

A. THE UNITED STATES

Section 2 of the Sherman Act prohibits the acquisition of
monopoly power by means of exclusionary conduct. Section
2 may be enforced by the FTC or DOJ or by a private party
in a federal court action. Section 5 of the FTC Act prohibits
unfair methods of competition and unfair acts and practices.
Section 5 may be enforced only by the FTC. Importantly for
purposes of this discussion, the so-called Noerr-Pennington
doctrine grants immunity from the Sherman Act for peti-
tioning the government, including filing a good-faith law-
suit with a court or government agency. Whether the
Noerr-Pennington doctrine applies to all claims under the

FTC Act is less clear.

One court has held that an owner of a FRAND-encumbered
SEP does not violate Section 2 of the Sherman Act by pursu-
ing an exclusion order before the ITC. The DOJ and the FTC
have conducted investigations of SEP holders both in con-
nection with and separately from the sale and transfer of
such patents. The FTC recently announced consent agree-
ments with two companies, Robert Bosch GmbH and Google,
Inc., which require the companies to offer to license their
SEPs to companies practicing the relevant standards and
follow specified procedures before seeking injunctions. In
part because the FTC’s action was based on Section 5 of the
FTC Act, which does not provide for a private right of action,
rather than under Section 2 of the Sherman Act, which does,
it remains to be seen what effect the FTC’s action will have

with respect to future patent enforcement actions.

1. District Court Decision in Apple v. Motorola

As noted above, one district court has considered antitrust
counterclaims based on a patent owner’s attempt to obtain
injunctive relief for infringement of FRAND-encumbered
SEPs.%5 Motorola initiated an ITC investigation of Apple, alleg-
ing infringement of patents relating to mobile communication
devices. Apple claimed that Motorola has committed to ETSI
and the IEEE to license certain of those patents on FRAND
terms. Apple claimed that Motorola’s unfair licensing demand
contravened its FRAND commitment and constituted unlaw-
ful monopolization in violation of Section 2 of the Sherman

Act. The court dismissed Apple’s antitrust claims pursuant to



the Noerr-Pennington doctrine, which grants antitrust immu-
nity to a party’s actions in petitioning the government. The
court held that Motorola’s enforcement of its patents, includ-
ing its pursuit of exclusion orders at the ITC, was a form of
protected governmental petitioning, and therefore that action

alone could not give rise to an antitrust violation.9®

2. DOJ Investigation of Google/Motorola Mobility

In February 2012, the DOJ closed its investigation of Google’s
acquisition of Motorola Mobility, Inc., and its portfolio of about
17,000 patents, including many SEPs. The DOJ concluded
that the transfer of ownership of the patents from Motorola
to Google would not harm competition. In part because
Motorola was already actively enforcing its patents, the DOJ
concluded that the acquisition itself would not change “mar-
ket dynamics,” but the DOJ nevertheless expressed concern
about Motorola’s past licensing and litigation policies, includ-
ing pursuit of injunctions for SEPs under certain conditions,
and announced that it would continue to monitor these prac-

tices after Google acquired ownership.9

3. FTC Antitrust Enforcement Actions

In a major new development, the FTC recently entered into
proposed consent agreements with two SEP holders alleged
to have engaged in an unfair method of competition in viola-
tion of the FTC Act by seeking to enforce their patents via
injunctive relief. The FTC will determine whether to enter
the consent orders as final after consideration of public

comments.

a) In the Matter of Robert Bosch GmbH

On November 26, 2012, the FTC announced a proposed set-
tlement agreement with Robert Bosch GmbH (“Bosch”). This
matter arose in connection with Bosch’s proposed acquisition
of SPX Service Solutions (“SPX”), the leading competitor with
respect to air conditioning recycling, recovery, and recharge
(“ACRRR”) products. These are devices used by service tech-
nicians to safely service automobile air conditioning systems,
including removing and replacing refrigerant while preventing
the refrigerant from leaking into the environment, as required

by Environmental Protection Agency (“EPA’) regulations.

The FTC concluded that the proposed acquisition would
give Bosch “near-monopolist” status in the relevant market,98
which could cause prices to rise for consumers of ACRRR
products.9® The FTC charged that the acquisition would vio-
late the Clayton Act, which prohibits acquisitions that may
substantially lessen competition, as well as the FTC Act.100
To resolve these charges, Bosch agreed to divest its original
ACRRR business to Mahle Clevite, Inc.!9' This portion of the
consent decree was a fairly typical resolution of an acquisi-

tion-related competition issue.

In addition to challenging the acquisition, the FTC also
charged that certain conduct by SPX as a holder of SEPs
constituted “an unfair method of competition in or affect-
ing commerce in violation of Section 5 of the FTC Act.”102
Specifically, SPX had declared to an auto industry SSO called
SAE that it believed it held patents essential to the prac-
tice of two SAE standards for ACRRR equipment, and that it
agreed to license these patents on FRAND terms. However,
at the same time, SPX continued to pursue injunctive relief
against competitors in patent litigation involving these
SEPs.103

Under the consent agreement, Bosch agreed that it would
license, on a royalty-free basis, 37 patents and applications
that “may be, but are not necessarily,” essential to practice
one of the two SAE standards to competitors in the ACRRR
business.'%4 (It is unlikely that the Commission would have
been able to include potentially nonessential patents in
its order had the parties not been eager to resolve the
Commission’s unrelated investigation into their transaction.)
Commissioner Maureen K. Ohlhausen dissented from the
Commission decision, in part on the ground that SPX’s con-

duct was protected under the Noerr-Pennington doctrine.'05

b)
On January 3, 2013, the FTC announced the proposed set-

In the Matter of Google, Inc.

tlement of its multiple investigations of Google. While most
press reports focused on the news that the FTC had found
no violation of the law by Google’s search business, the
announcement also included a proposed Decision and Order
requiring Google and its subsidiary Motorola Mobility (with
limited exceptions) to refrain from seeking injunctive relief for

infringement of its SEPs.'%6 Commissioner Ohlhausen again



dissented.'”” Commissioner Rosch also issued a separate

statement, while concurring in the Complaint and Order.'08

The FTC stated that Motorola had “reneged” on its FRAND
commitments “by seeking injunctions against willing licens-
ees of ... SEPs,” and that the conduct continued after Google
acquired Motorola.'®® Competition in the markets for devices
such as smartphones and tablet computers was impaired as
a result, the FTC said, and the acts constituted “unfair meth-
ods of competition, as well as unfair acts and practices, in

violation of Section 5” of the FTC Act."0

Under the Order, Google is required to follow a detailed
negotiation procedure (including mediation or adjudication
where necessary) in order to come to agreement on FRAND
licensing terms with potential licensees.!"! Also, Google
may not revoke any existing FRAND commitments (with lim-
ited exceptions).''”? However, if the other party “indisputably
demonstrates that it is not willing to pay Google a reason-
able fee for use of Google’s FRAND-encumbered SEPs,” for
example by stating in writing that it will not accept a license
or by refusing to enter into a license on terms set by a court
or binding arbitration, Google may then seek an injunction.
Another exception is where the other party is outside the
jurisdiction of the courts of the United States.!'3 As noted
above, Google’s subsidiary Motorola Mobility recently with-
drew its SEP-based claims in the '752 Investigation before
the ITC. Apple and Microsoft have alleged, however, that
Google has continued to use the threat of injunctive relief in

Germany in ongoing royalty negotiations.!

The FTC said that the Order “may set a template for the reso-
lution of SEP licensing disputes across many industries....”5
c) Potential Impact of FTC Enforcement Actions

Assuming that the FTC enters the consent orders as final,
the future impact of the FTC consent agreements in the
Bosch and Google matters remains to be seen. Of critical
importance, the FTC complaint in each case alleged viola-
tion only of Section 5 of the FTC Act, and not Section 2 of
the Sherman Act (which prohibits unlawful monopolization).
Section 2 requires an acquisition of monopoly power that
results from exclusionary conduct.!® In the typical standards
situation, to the extent that the owner of SEPs has market

power, that power may be considered to be acquired at the

time the standard is adopted, rather than at the time the
SEPs are asserted. Pursuant to this view, the patent owner’s
subsequent pursuit of injunctive relief might be viewed as an
exercise of its previously and lawfully acquired power, which
would not violate the Sherman Act. The significance of this
distinction stems from the fact that only the FTC can enforce
the FTC Act. Private parties are limited to asserting claims
arising under the Sherman Act. And if courts were to adopt
this analysis, a private party would not be able to assert a
claim that an owner of FRAND-encumbered SEPs violated
the antitrust laws by pursuing injunctive relief against compa-

nies seeking to implement the standard.

Because private parties may not be able to bring claims to
police potential abuses by SEP holders, the future impact
of the Bosch and Google matters may depend on the FTC’s
continued willingness to investigate and bring enforcement
actions with respect to such conduct. At the present time,
there is no indication that the FTC would not pursue simi-
lar conduct by other owners of FRAND-encumbered SEPs.
The FTC’s resources are limited, however, so it may have to
pick its battles. It is uncertain how many owners of FRAND-
encumbered SEPs might be willing to pursue injunctive
relief despite the FTC’s position and, if necessary, litigate
the issue against the FTC and appeal an adverse decision
to a court of appeals. And there is always a possibility of a
change in enforcement policy with a different Chairman and
Commissioners. As a result, the actual impact of the FTC’s

enforcement actions will only become clear with time.
B. EUROPE

1. European Union

a) The EU Prohibition on Abuse of Dominance

Article 102 of the Treaty on the Functioning of the European
Union (“TFEU”) prohibits as incompatible with the internal
market “[alny abuse by one or more undertakings of a domi-
nant position” in so far as it may affect trade between mem-

ber states. The European Court of Justice (“‘ECJ”) defines

dominance as:

[A] position of economic strength enjoyed by an
undertaking which enables it to prevent effec-

tive competition being maintained on the relevant



market by affording it the power to behave to an
appreciable extent independently of its competitors,

its customers and ultimately of the consumers.!”

The ECJ has stressed that exclusive rights, embodied in intel-
lectual property rights (“IPRs”), do not in themselves create a
dominant position.'"® Rather, one looks to the market in which
the product that incorporates the IPR competes to compare
the right-holder’s market power with that of its competitors.!®
As a result, ownership of IPRs alone cannot violate Article
102, but the improper exercise of IPRs can. In other words, in
contrast to Section 2 of the Sherman Act in the United States,
Article 102 is concerned not with how a business acquires a
monopoly position but rather with whether a business that
has a monopoly position uses illicit (‘abusive”) means to the

detriment of competitors and customers.

On this basis, it may violate Article 102 if (i) a patent owner
is dominant, for instance because its patent is essential to a
standard, and (ii) the patent owner requests unfair or unrea-
sonable (i.e., “exploitative”) licensing terms and conditions

from implementers that amount to an abuse.

The potential application of Article 102 to the enforcement of
a SEP depends, in the first instance, not on whether the SEP
owner has given a FRAND commitment to an SSO, but rather
on whether the SEP is essential to a standard that conveys
monopoly power on the SEP’s owner. In the Rambus investi-
gation, the European Commission (“‘EC”) measured Rambus’
dominance by the “percentage of worldwide commercial

DRAM production exposed to Rambus’ patent claims.”'20

In a 1978 decision, the ECJ found that the licensing terms
and conditions a dominant company imposes must be rea-
sonable and fair.'?' The EC has recently investigated whether
royalty rates are unreasonable in two matters, Rambus (2009)
and Qualcomm (2009). The EC discontinued its Rambus
investigation after Rambus gave commitments regarding
its license fees. The EC closed its Qualcomm investigation
without taking action when the EC was unable to estab-
lish that Qualcomm’s license fees were unreasonably high.
Subsequently, in its 2010/2011 revision of the Guidelines on
Horizontal Collaboration, the EC attempted to define several
(alternative) standards for how FRAND can be measured:122

on the basis of the fees’ “reasonable relationship to the eco-

nomic value of the IPR”123 (primarily through comparing the

fees charged by the IP owner before the industry became
locked into the standard (ex ante) with those charged after
the industry has been locked in (ex post); or by an inde-
pendent expert who assesses the objective “centrality and
essentiality”124 to the standard at issue; or by reference to ex
ante disclosures of licensing terms in the context of a spe-

cific standard-setting process.

The EC Commissioner responsible for competition policy,
Joaquin Almunia, has recently pointed out that the EU rec-
ognizes that IP rights are an “important cornerstone”'25 of the

EU’s economy. However, he added that:

[Sluch rights should not be misused when they are
essential to implement industry standards, which
bring huge benefits to businesses and consum-
ers alike. When companies have contributed their
patents to an industry standard and have made a
commitment to license the patents in return for fair
remuneration, then the use of injunctions against

willing licensees can be anti-competitive.!26

Alexander Italianer, the Director General of the EC’s

Competition Directorate, pointed out in September 2012:

Once a FRAND commitment has been given, it must
be adhered to. We are currently looking at several
cases where, by threatening to use injunctions,
holders of standard-essential patents put them-
selves in a position to make demands that their
commercial partners would not accept outside of a
standard, thus in breach of FRAND.'27

On January 30, 2013, Mr. Almunia was reported as saying that
holders of SEPs “should be ready to license the use of these
patents on FRAND terms.”'28 Moreover, he appears to have
confirmed that “to launch injunctions trying to avoid that the
competitors can distribute in the market their products can

be considered as an abuse of the market position.”'2?

At this point, several EU investigations are pending, but very
little is known about their nature and possible outcomes.
However, two of these cases (Motorola and Samsung) are a
matter of public record through the EC’s press releases (and
are discussed below). Circumstantial evidence suggests that

the EC is likely to interpret the antitrust restrictions broadly



and to assume that the owner of FRAND-encumbered IP can
start litigation only if the parties’ negotiations of FRAND terms

have broken down.

b)
On April 2, 2012, the EC initiated antitrust proceedings

Pending EC Investigations

against Motorola Mobility Inc. (“Motorola”). The EC is inves-
tigating whether Motorola failed to honor the FRAND com-
mitments it gave to the ITU, ISO/IEC, IEEE, and ETSI.!30 |n
particular, upon complaints filed by Apple and Microsoft,
the Commission is assessing whether Motorola infringed
the EU’s competition rules by seeking injunctions in national
courts in relation to some of its ITU and ISO/IEC SEPs. The EC
is considering whether Motorola may have abused a domi-
nant position when it “sought and obtained”'3! injunctive relief
against key products of the complainants such as the iPad

and Xbox. These proceedings are pending.

On January 30, 2012, the EC started proceedings against
Samsung.'32 There, the EC is investigating whether Samsung
infringed Article 102 TFEU by seeking injunctive relief in
member state courts and thereby failing to honor FRAND
commitments it gave to ETSI for certain UMTS (3G) pat-
ents it declared to be SEPs. On December 21, 2012, the EC
announced that it has sent a Statement of Objections to

Samsung in this matter:

While recourse to injunctions is a possible remedy
for patent infringements, such conduct may be
abusive where SEPs are concerned and the poten-
tial licensee is willing to negotiate a licence on Fair,
Reasonable and Non-Discriminatory (so-called
“FRAND”) terms. The sending of a Statement of
Objections does not prejudge the final outcome of

the investigation.

Although Apple was first to seek injunctions against
Samsung, the EC notes that Apple based these lawsuits on
patents for which no FRAND commitment had been given
to SSOs. Notably, the EC does not question the availability
of injunctive relief for SEP holders outside the specific cir-
cumstances present in this matter, “for example in the case
of unwilling licensees.”'33 Nor does the EC undertake to set
a FRAND rate, as it believes that “[n]ational courts and arbi-
trators are generally well equipped to do this.”'34 Moreover,

the EC confirmed that Samsung’s right to seek damages and

“other corrective or alternative measures”'35 for an infringe-

ment of its SEPs remains unaffected.

The EC is taking the position, however, that any company’s
right to access a tribunal (which, as a general rule, is guar-
anteed by the EU Charter of Fundamental Rights) “does not
constitute unfettered prerogative.”'38 By contrast, “under the
specific circumstances”'37 of the Samsung matter, it is the

preliminary view of the EC that:

where a commitment to license SEPs on FRAND
terms has been given by Samsung, and where a
potential licensee, in this case Apple, has shown
itself to be willing to negotiate a FRAND licence
for the SEPs, then recourse to injunctions harms

competition.'38

On December 18, 2012, Samsung announced that “it was with-
drawing its requests for injunctive relief on allegedly stan-
dards-essential patents in its pending cases against Apple
in courts throughout Europe.”’3® The EC nevertheless has
continued with its investigation, as Samsung’s actions to date
may have infringed Article 102,140

c) Potential Outcomes Under EU Competition Law

If the EC concludes that an owner of FRAND-encumbered
SEPs has infringed Article 102 by seeking (or obtaining)
injunctive relief against implementers, it may impose fines
and order the patent owner to cease and desist. Alternatively,
the EC may choose to accept a commitment from the IP
owner not to infringe Article 102 in the future and discontinue

its proceedings.

It is unclear at this point how the EC will deal with Motorola,
Samsung, and other matters. It follows from the EC’s press
releases, however, that it is likely to find Article 102 violated if
an owner of FRAND-encumbered SEPs seeks injunctive relief
when the implementer is “willing” to enter into a license. It
appears that the EC interprets Article 102 as creating more
extensive restrictions on the availability of injunctive relief to
owners of FRAND-encumbered patents than do, in particular,

the German courts.

Interestingly, the EC’s Google/Motorola Mobility merger deci-
sion of February 13, 2012 may suggest the EC’s future path.'4!

Although unrelated to Article 102 (and mainly concerned with



cross licenses), the decision contains interesting comments
on FRAND litigation. The EC highlighted that it perceives

threats to competition if SEP owners seek injunctive relief:

Depending on the circumstances, it may be that
the threat of injunction, the seeking of an injunction
or indeed the actual enforcement of an injunction
granted against a good faith potential licensee, may
significantly impede effective competition by, for
example, forcing the potential licensee into agree-
ing to potentially onerous licensing terms which it
would otherwise not have agreed to. These oner-
ous terms may include, for example, a higher royalty
than would otherwise have been agreed. Another
concern would be that the SEP holder may force a
holder of non-SEPs to cross-license those non-SEPs
to it in return for a licence of the SEPs. To the extent
that injunctions are actually enforced, this further-
more may have a direct negative effect on con-
sumers if products are excluded from the market.
Even if exclusion of competing products from the
market through injunctions were to be temporary
(i.e., there would be a delay only in access to the
relevant products until the counter-party of the SEP
holder agreed to the commercial terms demanded),
in a fast-moving market such as the smart mobile
device market, serious harm could potentially be

caused by it.142

The EC appears unlikely to prevent the SEP holder from
seeking injunctive relief altogether, however. Instead, the EC
apparently expects the parties to negotiate a FRAND license
fee in good faith. The SEP owner may start litigation only if
and when those negotiations break down.!43 In this regard,
the EC lists certain offers the SEP owner (not the imple-
menter) must make; in particular, an SEP owner may breach
its FRAND commitment “by either refusing to offer a cash-
only option or by making that offer on non-FRAND terms.”'44
This, of course, does not answer the central question of what
the parties need to do in order to establish that the putative

licensee is (or is not) a “willing” licensee.

2. Germany

German antitrust law is set forth in the 1958 Act against

Restraints on Competition (Gesetz gegen Wettbewerbs-

beschrénkungen, or “GWB”). The GWB contains a prohibition
of abuse of dominant positions (Sections 19-20). It must be
interpreted in light of the EU competition rules and decisions
by the Commission of the European Union, the ECJ, and the
General Court (“GC”) of the European Union. The courts of
the member states also apply their national patent law but
must avoid taking actions that would conflict with actions that

the EC has taken or is contemplating.'4

Sections 19, 20(1), and 20(3) contain the German equivalent of
Article 102 of the TFEU and prohibit the abuse of dominance,
but German law differs from the EU rules in two respects.'46
First, German law provides for certain rebuttable presump-
tions of dominance. A firm is presumed to be dominant if
it has a share of one-third or more of the relevant market
(“single-firm dominance”). Second, the GWB provisions on
unilateral conduct also address market positions below the
level of dominance, and, additionally, prohibit certain types of
behavior that are not explicitly prohibited under EU law. For
instance, Section 20(1) prohibits unfairly impeding another
company and treating another company differently from simi-
lar companies without objective justification. Section 20(1)
applies not only to dominant firms but, inter alia, also to firms
with relative market power (i.e., where the company that is
discriminated against depends on the discriminating firm).
To assess whether a strategy is “unfair” or if discrimination is
“unjustified,” the legitimate interests of both parties must be

evaluated on a case-by-case basis.

As described above, in Orange Book Standard and subse-
quent decisions, courts have applied Sections 19 and 20
of the GWB to permit a FRAND defense to assertion of a
FRAND-encumbered SEP. Courts have held that, if a defen-
dant successfully fulfills the requirements of that defense
(including admission of infringement, payment of damages,
payment of reasonable royalties, and compliance with other

standard license terms), it may avoid injunctive relief.

To date, neither the courts nor the Federal Cartel Office
(Bundeskartellamt) have taken the position that a patentee
is liable for violating the GWB by reason of seeking injunc-
tive relief for infringement of a FRAND-encumbered SEP. In
principle, however, if a defendant were to establish all the
conditions of a FRAND defense and a patentee nevertheless

sued in court for injunctive relief, there is no reason under



Orange Book Standard why the Federal Cartel Office could

not impose a fine on the patentee for violation of the GWB.

As also noted above, the fundamental question whether
Orange Book Standard complies with the EU antitrust laws
remains undecided. EU law would prevail over German law in
this area, but to date, neither the EC nor the European courts

have ruled on the issue.

3. Other EU Member States

In Samsung v. Apple, the District Court of The Hague explic-
itly left open the question whether Samsung’s filing of the
injunction claim could be considered as misuse of a market-
dominant position within the meaning of antitrust law.'47 In
France and the UK, courts have so far not considered anti-

trust law in the context of FRAND commitments.

C. ASIA

To date, there have been very few known actions under
the competition laws of Asian jurisdictions with respect to
enforcement of FRAND-encumbered SEPs. There is some
basis to believe, however, that an attempt by an owner of a
FRAND-encumbered SEP to obtain injunctive relief against
a company practicing an industry standard might be found
to violate the competition laws of Japan, China, or Korea if
the enforcement action has effects in one or more of those

countries.

1. Japan

In Japan, Article 3 of the Anti-Monopoly Act prohibits “private
monopolization,” defined in Article 2(5) as “business activi-
ties, by which any entrepreneur ... excludes or controls the
business activities of other entrepreneurs, thereby causing,
contrary to the public interest, a substantial restraint on com-
petition in any particular field of trade.” The Japan Fair Trade
Commission has issued Guidelines on the Use of Intellectual
Property (“IP Guidelines”) and Guidelines on Standardization
and Patent Pool Arrangements (“Standardization Guidelines”).
The IP Guidelines provide an interpretation of the exclusion
of business activities that could include a situation where an
owner of a FRAND-encumbered SEP refuses to license the
SEP to companies practicing the standard, if such refusal has

an effect in Japan:

Under the circumstances in which a product stan-
dard has been jointly established by several entre-
preneurs, it may fall under the exclusion of the
business activities of other entrepreneurs when the
right-holder refuses to grant licenses so as to block
any development or manufacture of any product
compliant with a standard, after pushing for estab-
lishment of that standard, which employs a technol-
ogy of the right-holder, through deceptive means,
such as falsification of the licensing conditions
applicable in the event the technology is incorpo-

rated into the standard....'48

It remains to be seen, however, how the Japan Fair Trade

Commission will apply this provision in practice.

2. China

In China, the Anti-Monopoly Law prohibits a dominant firm
from engaging in abusive conduct, including refusing to deal.
Depending on the circumstances, ownership of SEPs may
cause a company to have, or contribute to, a dominant posi-
tion. The State Administration for Industry and Commerce
(“SAIC”) has issued draft Anti-Monopoly Enforcement
Guidelines for Intellectual Property Rights (“Draft IPR
Guidelines”). The Draft IPR Guidelines contain sections that
could be relevant to a situation where the owner of FRAND-
encumbered SEPs refuses to license its SEPs. Article 22 of
the draft IPR Guidelines in particular applies to standard-set-
ting and implementation. It provides that failure to disclose
information regarding a patent or application that the owner
knows or should know may be incorporated into an industry
standard, followed by enforcement of the patent, may consti-
tute abusive conduct if there is an effect in China. Article 22
continues, “Such [abusive] conducts [sic] include, for exam-
ple, without valid justification, refusing to license patents on
reasonable terms to any person that uses the standard....”149
If these provisions are included in the final version of the IPR
Guidelines, it is unclear whether this provision would apply
only in the situation where the owner previously failed to dis-
close information regarding the patents or whether this might
be interpreted as applying separately, where the only alleg-
edly abusive conduct relates to method of enforcement of

the patents.



The Shenzhen Intermediate People’s Court recently issued
two decisions in cases filed by Huawei Technologies Co., Ltd.
against InterDigital, Inc. and certain subsidiaries. Although
these decisions have not yet been published by the court,

certain details have been the subject of reports.'50

One complaint alleged that InterDigital had participated in
ETSI standards activities and failed to negotiate or offer to
license certain FRAND-encumbered SEPs on FRAND terms.
The court determined that, although the ETSI Intellectual
Property Rights policy refers to French law, InterDigital’s
offers to license its Chinese patents to Huawei should
be evaluated under Chinese law. The court ruled that
InterDigital’s offers did not comply with FRAND, and that roy-
alties for its Chinese patents essential to practice the 2G, 3G,
and 4G standards should not exceed 0.019 percent of the
actual sales price of each Huawei product. The court did not

explain how it arrived at this amount.

The second complaint alleged that InterDigital had a domi-
nant market position in China and the United States in the
market for the licensing of essential patents owned by
InterDigital, and abused its market power by engaging in
allegedly unlawful practices, including differentiated pricing,
tying, and refusal to deal. The court held that InterDigital had
violated the Anti-Monopoly Law by demanding excessive roy-
alties, tying the licensing of essential patents to the licensing
of nonessential patents, demanding a grant-back of certain
patent rights from Huawei, and commencing an action in the
U.S. ITC seeking injunctive relief while the parties were still in
negotiation. The court ordered InterDigital to cease its exces-
sive royalty demands and tying of essential and nonessential
patents and to pay Huawei approximately US$3.2 million in

damages.

InterDigital has stated that it intends to appeal both of these
decisions. Also, InterDigital has recently initiated ITC'S! and

district court'®? litigation against Huawei in the United States.

In an interesting twist, a Taiwanese company recently pur-
sued the opposite strategy—whereas Huawei alleged that
InterDigital violated the Chinese Anti-Monopoly Law by (in
part) filing a patent infringement claim in the United States,
Lotes Co. alleged that Taiwanese companies violated

U.S. antitrust law by pursuing injunctive relief in a patent
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infringement action filed in Chinese court. Specifically, Lotes
alleged that Foxconn International Inc. and Hon Hai Precision
Industry Co. Ltd. failed to honor their “international commit-
ment” to license patents for a USB 3.0 technology on FRAND
terms, and instead filed suit for injunctive relief in Chinese
court. Rather than relying on the Chinese Anti-Monopoly
Law, Lotes filed suit in the U.S. District Court for the Southern
District of New York, alleging that Foxconn and Hon Hai vio-
lated Section 1 of the Sherman Act.!'53 The New York court
recently denied the defendants’ motion to dismiss the

action.'%4
3. Korea

Article 3-2 of the Korean Monopoly Regulation and Fair Trade
Act (“MRFTA") prohibits a market-dominant company from
engaging in “abusive acts.” Pursuant to Article 4, the unfair
exclusion of competitors may constitute an abusive act.
The Korean Fair Trade Commission has published Review
Guidelines on Unfair Exercise of Intellectual Property Rights
(“IPR Guidelines”). Section 3 of the IPR Guidelines applies
specifically to patents relevant to technical standards. The
IPR Guidelines state that a patent owner might violate Article
3-2 or other provisions of the MRFTA by “unfairly rejecting the
licensing of a patented invention which is widely used as [al
technical standard.”'35 No further explanation is provided, so
it remains to be seen how the Korean Fair Trade Commission

would apply this provision in practice.

V. CONCLUSIONS AND POTENTIAL
IMPLICATIONS

The view that holders of SEPs who have made FRAND licens-
ing commitments should be subject to some limits in their
ability to seek injunctions or similar relief against alleged pat-
ent infringers has won support from at least two U.S. federal
judges, the FTC, the DOJ, the USPTO, and courts in Germany,
the Netherlands, Japan, and China. These decisions are far
from the last word on the subject. The Federal Circuit appeal
of Apple v. Motorola or an appeal of one of the ITC cases and
resolution of the questions referred to the ECJ and the pend-
ing matter in the United Kingdom may provide additional
guidance with respect to the limits on the relief that holders

of FRAND-encumbered SEPs can seek. And, other disputes



are percolating through the judicial system, each having the
potential to result in decisions that will further shape and
define the rights, obligations, and remedies associated with
FRAND-encumbered SEPs.

In the meantime, antitrust and competition laws introduce an
additional dimension to the issue. The FTC’s recent enforce-
ment actions, the recent decisions of a court in China, the
EC’s ongoing investigations, and the possibility of applica-
tion of competition law in other jurisdictions all add to the
considerations facing both owners and users of FRAND-

encumbered SEPs.

In light of these developments, holders of patents poten-
tially related to standards may want to review their portfolios
to understand what FRAND commitments they have already
made, and to ensure that any essentiality declarations are
accurate and up to date. And potential patent infringement
defendants should be diligent in identifying whether any
FRAND commitments attach to any patent under which they
might be sued for infringement, including commitments of

the “General Declaration” type as discussed above.

Also, SSOs and their members should consider the potential
implications of these developments on their policies and pro-
cedures. On the one hand, as has already been discussed, to
the extent that SEP holders retain the ability to seek injunc-
tions, this may pose a threat to the implementation of stan-
dards, or at least increase the cost of implementation. On
the other hand, a blanket prohibition on injunctions for SEP
holders could cause such companies to reduce their par-
ticipation in standards and encourage the development of
proprietary, nonstandardized solutions. One set of prescrip-
tions for SSOs may be found in a recent article'>® by a group
of government antitrust economists, who suggest that SSOs
strengthen and clarify their FRAND policies and set up dis-

pute resolution mechanisms.
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Finally, given the vigorous FTC actions in the Bosch and
Google matters, the ongoing EC investigations, and the pri-
vate litigation in U.S. and other courts, holders of substan-
tial SEP portfolios need to keep in mind that any attempt
to enforce FRAND-encumbered patents via injunctions now
has the potential to lead to an investigation by an antitrust or
competition agency or a private lawsuit, and even the pos-
sibility that a patent owner could be found liable for violat-
ing antitrust or competition laws based on its enforcement
of those patents. Navigating this complicated and evolving
landscape will require careful planning and consideration of

legal developments in multiple jurisdictions.



LAWYER CONTACTS

For further information, please contact your principal Firm representative or one of the lawyers listed below. General email

messages may be sent using our “Contact Us” form, which can be found at www.jonesday.com.

INTELLECTUAL PROPERTY LAW

Lawrence R. Gabuzda
New York
+1.212.326.3749

Irgabuzda@jonesday.com

David M. Maiorana
Cleveland
+1.216.586.7499

dmaiorana@jonesday.com

Dr. Kai Riiting
Dusseldorf
+49.211.54065.500

krueting@jonesday.com

Gregory L. Lippetz
Silicon Valley
+1.650.739.3968

glippetz@jonesday.com

Susan M. Gerber
Cleveland
+1.216.586.7153

smgerber@jonesday.com

Michiru Takahashi
Tokyo
+81.3.6800.1821

mtakahashi@jonesday.com

Tony Chen
Shanghai
+86.21.2201.8079

tonychen@jonesday.com

22

ANTITRUST/COMPETITION LAW

Geoffrey D. Oliver
Washington
+1.202.879.5447

gdoliver@jonesday.com

Dr. Johannes Zottl
Dusseldorf
+49.211.54065.511

jzoettl@jonesday.com

Craig A. Waldman
San Francisco
+1.415.875.5765

cwaldman@jonesday.com

Hiromitsu Miyakawa
Tokyo
+81.3.6800.1828

hmiyakawa@jonesday.com

Yizhe Zhang
Beijing
+86.10.5866.1111

yzhang@jonesday.com


http://www.jonesday.com
mailto:lrgabuzda@jonesday.com
mailto:dmaiorana@jonesday.com
mailto:krueting@jonesday.com
mailto:glippetz@jonesday.com
mailto:smgerber@jonesday.com
mailto:mtakahashi@jonesday.com
mailto:tonychen@jonesday.com
mailto:gdoliver@jonesday.com
mailto:jzoettl@jonesday.com
mailto:cwaldman@jonesday.com
mailto:hmiyakawa@jonesday.com
mailto:yzhang@jonesday.com

ENDNOTES

20

21

22

23

24

Sometimes shortened to Reasonable and Non-Discriminatory
(“RAND”)
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