Communications and Competition Law

Key Issues in the Telecoms, Media
and Technology Sectors

Edited by

Fabrizio Cugia di Sant’Orsola
Rehman Noormohamed
Denis Alves Guimaraes

the global voice of
the legal profession’

-

&). Wolters Kluwer

Law & Business



Kluwer Law International

PO Box 316

2400 AH Alphen aan den Rijn
The Netherlands

‘Website: www.kluwerlaw.com

Sold and distributed in North, Central and South America by:
Aspen Publishers, Inc.

7201 McKinney Circle

Frederick, MD 21704

United States of America

Email: customer.service @aspenpublishers.com

Sold and distributed in all other countries by:
Turpin Distribution Services Ltd

Stratton Business Park

Pegasus Drive, Biggleswade

Bedfordshire SG18 8TQ

United Kingdom

Email: kluwerlaw @turpin-distribution.com

Printed on acid-free paper.

ISBN 978-90-411-5146-9

© 2015 International Bar Association

All rights reserved. No part of this publication may be reproduced, stored in a retrieval system, or
transmitted in any form or by any means, electronic, mechanical, photocopying, recording, or
otherwise, without written permission from the publisher.

Permission to use this content must be obtained from the copyright owner. Please apply to:
Permissions Department, Wolters Kluwer Legal, 76 Ninth Avenue, 7th Floor, New York, NY
10011-5201, USA. Email: permissions @kluwerlaw.com

Printed and Bound by CPI Group (UK) Ltd, Croydon, CRO 4YY.



International Bar Association

The Global Voice of the Legal Profession

the global voice of
the legal profession’

The International Bar Association (IBA), established in 1947, is the world’s leading
organisation of international legal practitioners, bar associations and law societies. The
IBA influences the development of international law reform and shapes the future of
the legal profession throughout the world.

It has a membership of over 55,000 individual lawyers and 206 bar associations
and law societies spanning all continents. It has considerable expertise in providing
assistance to the global legal community as well as being a source of distinguished legal
commentators for international news outlets.

Grouped into two divisions - the Legal Practice Division and the Public and
Professional Interest Division — the IBA covers all practice areas and professional
interests, providing members with access to leading experts and up-to-date informa-
tion.

Through the various committees of the divisions, the IBA enables an interchange
of information and views among its members as to laws, practices and professional
responsibilities relating to the practice of business law around the globe.

The IBA Communications Law Committee is a leading global forum for legal
practitioners with specialist expertise or interest in the communications sector. The
Committee offers members access to a worldwide network of leading practitioners,
in-house counsel and regulators active in telecommunications, content and media
markets. The Committee encourages the sharing of sectoral expertise through an
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annual newsletter, periodic technical journal and the annual Committee Conference,
hosted jointly with the IBA Antitrust Committee.

The scope of the Committee’s work covers network, service and content-related
developments across all delivery platforms. This provides members with access to
practical global perspectives on the array of technological, commercial and policy
issues which confront communications lawyers, their companies and clients.

The Antitrust Committee provides an international forum for the exchange of the
most current thinking in the field of antitrust law. In addition, there is a strong
commitment to bring together international practitioners to facilitate closer working
relationships. The committee is increasingly relied upon by government officials and
members of the private sector for its expertise and practical input into antitrust
developments.

The Antitrust Committee forms working groups to study major international
competition policy issues and to submit comments to regulators on proposed new and
reformed legislation. The Committee meets at the IBA Annual Conference and also has
a specialist antitrust conference each year, together with regular seminars and events
organized by the Committee’s local country chairs.
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International Trade - IBRAC

IBRAC

Since 1992

Brazilian Institute of Studies on Competition,
Consumer Affairs and International Trade

The Brazilian Institute of Studies on Competition, Consumer Affairs and International
Trade - IBRAC is a nonprofit private entity established in 1992 to foster the develop-
ment of research, studies and debates involving competition, consumer law issues and
international trade.

In order to achieve that end, IBRAC has played an active role in the promotion of
events, notably the much-heralded International Seminar on Competition Defense,
which is held every year with the attendance of illustrious panelists from Brazil, the
United States of America, the European Community and Latin America.

In addition, IBRAC also maintains technical cooperation agreements with the
Brazilian antitrust authorities (Conselho Administrativo de Defesa Econémica - CADE)
and a number of other non-governmental institutions, all of which has translated into
constant meetings and workshops to discuss specific topics of relevant subjects.

Also in keeping with its objective of creating a forum on competition defense
issues in Brazil, IBRAC maintains a permanent university extension course in Sao
Paulo, whose classes are given by leading professionals and authorities in the Brazilian
competition segment.

In the international area, IBRAC has participated as a Non Governmental Advisor
at ICN Conferences since the first one in Naples. IBRAC also co-chairs events with IBA,
as the pre-ICN event in 2012 and the 24th Annual Communications and Competition
Law Conference, in 2013, both in Rio de Janeiro. IBRAC has also organized a biannual
event with ABA Section of Antitrust Law (Antitrust in the Americas), and the next
edition will take place in Rio de Janeiro, on June 2015.
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Consumer law and International trade are also important issues for IBRAC, areas
in which IBRAC has been a quite active player in academic and practical discussions.

Since it was founded in 1992, IBRAC has successfully managed to stand as a
landmark in the antitrust and competition scenarios. For further information on IBRAC,
please visit our Web site at www.ibrac.org.br, or write to our e-mail address
ibrac@ibrac.org.br.

Very truly yours,

Cristianne Zarzur, IBRAC President (2014-2015)
Tito Andrade, IBRAC President (2012-2013)

Sdo Paulo September 2014
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Foreword by Michael J. Reynolds

It gives me enormous pleasure as current President of the IBA to introduce this
extremely valuable and informative book based on topics and papers presented
following our Communications and Anti trust Conferences in Rio de Janeiro (2013) and
Prague (2014).

This annual conference has just celebrated its 25th year. Every year it brings
together top experts in communications regulatory and anti trust law and is put on
jointly by the communications and Anti trust committees in the IBA. In the audience
there are always in-house counsels from some of the top companies in the communi-
cations sector.

It is an excellent idea to have collected papers on the two most recent conferences
in this book. Taken together the papers give an in-depth and up to date insight into
some of the main regulatory and anti trust issues that affect this sector and deal with
the major recent cases on both sides of the Atlantic. Taking the annual conference to
Brazil was a recognition of this very important market and the papers record the
important regulatory and anti trust developments in the communications sector in this
BRICS jurisdiction.

I congratulate the officers of the Communications Committee and Anti trust
committee on the continuing success of this conference, the first of which I co-chaired
in Brussels in 1990. I have no doubt that the annual conference will go from strength
to strength in the years to come and this important publication forms part of that
achievement.

Michael J. Reynolds

IBA President
Brussels May 2014
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Foreword by Daniel A. Crane

It is a generally held belief that sectoral regulation and competition law are the two
alternative modes for addressing problems of access, discrimination, and market
power in communications and related technology industries. In fact, experience shows
that this is far too simplistic a conception of the problem. The legal and regulatory
toolkit contains many more tools than command-and-control prescriptions on prices
and terms of service, on the one hand, or general antitrust prohibitions on the other.
Available tools include adjustments in patent, copyright, or trademark policy to favor
open competition or investment, reinforcement of private contractual solutions such as
FRAND commitments, and direct governmental investments to subsidize the growth of
particular firms or sectors. Sophisticated jurisdictions utilize a combination of these
tools to advance innovation and consumer choice in the communications field, also
keeping in mind that sometimes the best regulatory intervention is no regulatory
intervention at all.

Given the amount of theoretical academic ink that has been spilled on these
topics, it is refreshing to see a volume of this kind that channels the experience and
real-world knowledge of distinguished practitioners from around the globe. In this fine
comparative book, we have the opportunity to examine regulatory vignettes from Asia,
Brazil, Europe, and the United States. We see problems of competition in the
telecommunications and technology spaces addressed across a range of interfaces,
from merger policy, to Internet architecture, to IP interventions, to more traditional
regulation. The information is up to date and filtered through the best minds working
on the relevant problems.

As with any volume that captures episodic, circumstance-specific vignettes, the
sum of this book’s wisdom should be appreciated in the context of the wider theoretical
frameworks proposed by the economics and political science literature. We see hints in
these pages of market failures and rehabilitations, interest group capture and public
choice theory, and of the perennial conflicts between static and dynamic efficiency. It
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Foreword by Daniel A. Crane

is to be hoped that this volume will make a lasting contribution to understanding good
and bad legal and regulatory policy in the communications sector.

Daniel A. Crane

Associate Dean for Faculty and Research &
Frederick Paul Furth Sr. Professor of Law,
University of Michigan.

Counsel; Paul, Weiss, Rifkind,

Wharton & Garrison LLP
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Foreword by Gesner Oliveira

The idea of publishing this book came up during the 24th Annual Communications and
Competition Law Conference, hosted jointly by the IBA and the IBRAC in Rio de
Janeiro.

Among several topics highly relevant to the ones active in the fields of Commu-
nications and Competition Law, we are particularly pleased to have delivered contri-
butions in respect to two of them: (1) Convergence, Takeovers and Mergers in the
Communications and Technology Industry in Part I of this book, where we hope you
appreciate the joint contribution prepared by an economist and an engineer on the
Changes in the Global Telecommunication Market and Its Implications in Brazil and (2)
Regulatory Policy Round Table in the final Part VI of the book, subject approached by
us in the 24th Annual Communications and Competition Law Conference.

In respect to the regulatory policy matter, co-editors of this book had the great
idea of gathering contributions from the most important Brazilian authorities respon-
sible for formulating and implementing regulatory and antitrust policies for the
communications sector. The diversity of regulators somehow involved in this policy-
making creates the threat of inefficient overlapping competencies while at the same
time makes possible that valuable synergies are achieved.

The final Chapter 31 of the book - Regulatory Policy Round Table: A Dialogue
between Telecommunications and Antitrust Authorities - mediates such debate be-
tween the main regulators: two high profile government bodies subordinated to
Brazil’s President, the Secretariat of Telecommunications of the Ministry of Commu-
nications (STE/MiniCom) and the Secretariat for Economic Monitoring of the Ministry
of Finance (SEAE/MF); and two independent agencies, the National Agency of
Telecommunications (ANATEL) and the CADE’s General Superintendence (SG/
CADE).

The chapter also reminds of an issue particularly relevant to economists, the
importance of a solid economics bureau within the structure of the antitrust bodies and
its ability to conduct complex analyses on any sector of the economy. In the Brazilian
case, this body is the Department of Economic Studies (DEE) of the Administrative
Council for Economic Defense (CADE).
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Foreword by Gesner Oliveira

Having experience in the private and public sectors and in business and
academia, we are sure that this book will be a valuable and lasting contribution to
practitioners, policymakers and researchers.

Gesner Oliveira

Managing Partner at GO Associados

Professor of Economics,

Getulio Vargas Foundation Business Administration
School of Sdo Paulo (FGV/EAESP)

Ivi



Preface

“Why is it that Communications is subject to special competition rules?” This almost
naive question, now that almost twenty years have passed from the dawn of liberal-
ization in communications, has often been posed to regulatory lawyers during their
practice, being the postulants operators, colleagues or officers indeed of Competition or
Regulatory Agencies. Sometimes the question would be asked almost with a philo-
sophical nuance, probably with some hidden interest in touching deeper cords: “how
much does Communications stand out alone as a practice, within the general mare
magnum of competition law?”

The answer, if existent, naturally is not clear-cut, and would entail a series of
related topics, issues and clarifications. This book provides an attempt to shed some
light on the current international debate, and provides an excellent insight into
worldwide experiences in the field, from different angles and on the different aspects
related to the crucial mix between sector specific regulation and “special” competition
rulings applied to communications.

In this respect, it follows the healthy debates triggered by two gatherings of
regulatory lawyers of Communications and Competition IBA Committees, held in Rio
de Janeiro in 2013 and Prague 2014, and we are very grateful to all contributors for their
commitments and contributions.

Fact is that as in all general big-bangs, liberalization and the following digital
revolution have moved elements even further apart, and the legal universe of commu-
nications is now drifting away and expanding. Nowadays no-one believes anymore
that someday, at the end of its strange parabola, “special” competition regulation will
dissolve and converge into the general framework, as originally believed. But this is
now evidently a non-issue: the particular experience and application of competitive
rules provides a lengthy experience to practitioners, enriches the field, and provides for
further speculations. Convergence entails the bundling of networks and services, and
sector specific regulation is progressively concentrating on other side-related topics,
where the competitive battleground now appears very complex, and once formed
simply an ancillary side-related content in communications. Matters such as intellec-
tual property of content, or consumer protection, privacy and data security once fell in
side categories. Yet connectivity and network offering (the theoretical ground on which
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the application of the essential facility doctrine still resides) represents more and more
a commodity, and competitive analysis in the area has moved further on to different
items, such as necessity to identify FRAND conditions on compulsory licensing of
standards, or the strategic role of open sources or the antitrust clearings in case of
mergers between operators acting on potential sensitive data aggregation and profiling.

Defined relevant markets appear more and more as silent icebergs drifting away
detached from technological evolution and speed of change. It is foreseeable that the
communications sector will focus in the near future more and more on the protection
and regulation of content, both copyrighted and user-generated, with giants like Google
already looking forward to concentrate on all the business-line, from network to
content, as in the Google Fiber project. Also, mobile e-commerce, Internet advertising,
search engine optimization and geolocalization services appear destined to converge
and interact, modifying again the competitive implications and presumably the defini-
tion of markets. In this sense the potential growth of mobile online advertising should
not be underestimated, as the geolocalization capabilities of modern handsets will
expand the possibility for consumer profiling and related tailored promotional con-
tents.

In fact, recent concerns about the protection of personal privacy and the activities
of national law enforcement and security services have arisen in the commercial sphere
in connection with both transmission services and the emergence of cloud computing
and other technologies that offer substantial benefits to users. In their most efficient
manifestations, these services and technologies are trans-border in nature, and present
familiar private international commercial law problems.

In this respect, this book focuses also on the specific Brazilian experience. In
Brazil the NSA scandal has triggered, as known, an initiative at the General Assembly,
followed then by the issuing of the Net Mundial statement, the first Internet Charter
ever drawn. Yet even before Snowden, heightened public awareness of the rights of
access to electronically transmitted and stored communications by law enforcement
and security services had added an additional dimension affecting both commercial
decisions and regulatory relationships. This additional dimension has been manifest in
the deliberations over DG Justice’s proposed European General Data Protection
Regulation to replace the 1995 Data Directive, currently debated in Europe. The
proposal’s ambitious scope, certain specific provisions such as the right to be forgotten,
the anxiety in some quarters (especially in the United States) that it unnecessarily
threatens economic efficiency and, as a practical matter, its extraterritorial effect,
assured that controversy would attend it.

From the very beginning of consideration of the proposal, the traditional trans-
atlantic complications over privacy protection presented some difficulties. At a foun-
dational level, the rather different perspectives on privacy arise - is it a basic human
right, integral to human dignity, or not? Likewise, different approaches to privacy
protection - comprehensive in Europe, sector by sector in the United States - lead to a
European view deeply skeptical of the possibility of mutual recognition arrangements.

The fact that regulatory and competition review and reform may make treasure
also from the outcome of international conferences, debates and fora organized and
held by practitioners acting worldwide, ensures that the international community may
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truly exploit the vast array of experiences which delve on a continuous basis from
practical grounds.

We indeed hope this book will provide you a helpful framework for your
everyday practice and comparative analysis.

Fabrizio Cugia di Sant’Orsola,
Rehman Noormohamed &
Denis Alves Guimardes

Rome, London and Sdo Paulo
September 12, 2014
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CHAPTER 14

Standard-Essential Patents and US Antitrust
Law: Light at the End of the Tunnel?

Leon B. Greenfield, Hartmut Schneider & Perry A. Lange”

1. INTRODUCTION

Many of the world’s most important industries, including telecommunications and
computing, rely on industry standards. Standards are typically developed by standard-
setting organizations (SSOs), comprising industry participants. For example, the
members of the 3rd Generation Partnership Project (3GPP), which is a collaboration of
SSOs interested in mobile telephony, include mobile phone chip makers, network
infrastructure vendors and carriers. Once implemented, standards facilitate interoper-
ability of devices by serving as a source of common technical specifications around
which rival companies design and build products with differentiating designs and
features. For example, manufacturers of 4G-enabled mobile phones compete on the
basis of characteristics such as size, battery life, screen resolution, or design, among
other features. By promoting investment and innovation in new products, reducing
costs and stimulating demand, standards can bring tremendous benefits to industry
and consumers alike.

Standards frequently incorporate technologies that may be covered by patents.
Patents that are necessary to implement a standard - for example, to manufacture a
standard-compliant device - are called “standard-essential patents” (SEPs). Many SSOs
require participants to publicly disclose patents that may be essential to a standard
under development. Hundreds or even thousands of patents - issued in jurisdictions

* Leon B. Greenfield and Hartmut Schneider are partners in WilmerHale, where Perry A. Lange is
Counsel. All three authors practice in the firm’s Washington, DC office. WilmerHale has
represented Apple, Inc. in connection with various matters and issues discussed in this article,
and Mr. Greenfield has participated in that representation. The views the authors express in this
chapter are theirs and not necessarily those of their clients or their firm.
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around the world - may be declared essential to a single standard used in a
high-technology industry. Disputes regarding alleged abuses of declared standard-
essential patents have become a frequent subject of litigation and regulatory investi-
gation throughout the world.

Recent decisions in the United States are bringing more clarity to several crucial
issues regarding declared standard-essential patents. This chapter discusses judicial
and regulatory developments in the United States that address the intersection of
competition, patent and contract law when patent holders seek to enforce patents they
have declared essential to industry standards. Because SEP holders have typically
committed to license their patents to standard implementers on “fair, reasonable, and
non-discriminatory” (FRAND) terms, decisions that set or influence licensing terms for
a declared SEP holder for one license in a given jurisdiction have substantial implica-
tions for what it can demand from other licensees in other jurisdictions. Courts’
treatment of FRAND and disclosure commitments has important consequences for
levels of investment in innovation for products that are sold globally.

The trend in the United States (as it is globally) is towards vigorous enforcement
of FRAND licensing and disclosure commitments - whether as a matter of competition,
contract, or patent law.! If this trend continues, it will promote investments in
innovation, foster successful licensing negotiations and reduce the likelihood that
failed negotiations will result in disruptive and costly litigation.

2. STANDARD-ESSENTIAL PATENT ENFORCEMENT

The standard-setting process necessarily involves collaboration to limit technical
design choices. It therefore eliminates rivalry among competing technologies and can
confer monopolies on holders of patents claimed to cover standardized technology.*
These monopolies may enable standard-essential patent owners to “hold-up” standard
implementers that have become “locked into” making products that incorporate
standardized technologies for exorbitant royalties or other licensing terms.? This is
because, once a standard is set and standard implementers have sunk investments into

1. For example., Microsoft Corp. v. Motorola, Inc., 696 F.3d 872 (9th Cir. 2012); Broadcom Corp. v.
Qualcomm Inc., 501 F.3d 297 (3d Cir. 2007); Apple, Inc. v. Motorola, Inc., 869 F. Supp. 2d 901
(N.D. Ill. 2012) (Posner, J., sitting by designation), aff’d in relevant part 2014 WL 1646435 at
*34-35 (Fed. Cir. Apr. 25, 2014); Microsoft Corp. v. Motorola, Inc., 871 F. Supp. 2d 1089 (W.D.
Wash. 2012); see also Analysis of Agreement Containing Consent Order to Aid Public Comment,
In re Robert Bosch GmbH, F.T.C. File No. 121-0081 (F.T.C. Nov. 26, 2012), available at
http://ftc.gov/os/caselist/1210081/121126boschanalysis.pdf; Analysis of Proposed Consent
Order to Aid Public Comment, In re Motorola Mobility LLC and Google Inc., F.T.C. File No.
121-0120 (F.T.C. Jan. 3, 2013), available at http://www.ftc.gov/os/caselist/1210120/130103
googlemotorolaanalysis.pdf. For a discussion of SEP litigation in jurisdictions outside of the US,
see Leon B. Greenfield, Hartmut Schneider, and Joseph J. Mueller, SEP Enforcement Disputes
Beyond the Water’s Edge: A Survey of Recent Non-U.S. Decisions, ANTITRUST, Summer 2013, p. 50.

2. See, e.g., Broadcom, 501 F.3d at 310 (observing that holders of standard-essential patents “may be
able to extract supracompetitive royalties from the industry participants” because those partici-
pants are “‘locked in’ to the standard”).

3. See, e.g., ibid. at 304-305 (describing Broadcom’s allegations); Microsoft, 696 F.3d at 876.
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compliant products, rival technologies that may have constrained the pricing of
standardized technologies before standardization may no longer do so.

To address concerns that fear of hold-up will chill industry implementation of
standards they promulgate, SSOs commonly impose patent disclosure and FRAND
licensing requirements on participants in the standard-setting process. Disputes typi-
cally arise when SEP holders are alleged to have broken such rules. For example, the
SEP holder may be alleged to have breached its promise to license on FRAND terms.*
Or it may be accused of having failed to timely disclose that its patents might cover
technology under consideration for standardization, thereby depriving SSO partici-
pants of the chance to consider the patent claims when evaluating competing technical
solutions and creating opportunities for “patent ambush” where the patent-holder
unexpectedly demands royalties from locked-in implementers.®

The masses of declared standard-essential patents also create the risk of “royalty
stacking” - aggregate royalty burdens that could make it uneconomical to market
standard-compliant products at all or that chill welfare-enhancing innovation that
differentiates products that support a given standard - and can impose other obstacles
to bringing products to market quickly and efficiently.®

As competition enforcers have observed, standards are prevalent in dynamic
industries that drive economies and bring great benefits to consumers.” Striking the

4. See, e.g., ibid. at 304-305; Apple, 2012 WL 1672493 at *4.

5. See Rambus Inc. v. FTC, 522 F.3d 456 (DC Cir. 2008).

6. See, e.g., Microsoft Corp., No. 10-01823, 2013 WL 2111217 (W.D. Wash. Apr. 23, 2013) (“a proper
methodology for determining a RAND royalty should address the risk of royalty stacking by
considering the aggregate royalties that would apply if other SEP holders made royalty demands
of the implementer”). One example of another obstacle is the use of injunctive relief to prevent
implementers from practicing the technology disclosed in the SEP. See, e.g., Third Party United
States Federal Trade Commission’s Statement on the Public Interest at 3, In re Certain Wireless
Communication Devices, Portable Music and Data Processing Devices, Computers and Compo-
nents Thereof, ITC Inv. No. 337-TA-745 (Jun. 6, 2012), available at http://www. ftc.gov/0s/20
12/06/1206ftcwirelesscom.pdf (injunctive relief in the patent context may appropriately “pres
erve the exclusivity that forms the foundation of the patent system’s incentives to innovate,” but
in the SEP context, “remedies that reduce the chance of patent hold-up... can encourage
innovation by increasing certainty for firms investing in standards-compliant products and
complementary technologies. Such remedies may also prevent the price increases associated with
patent hold-up without necessarily reducing incentives to innovate.”); Press Release, European
Commission, Commission Sends Statement of Objections to Motorola Mobility on Potential
Misuse of Mobile Phone Standard-Essential Patents (May 6, 2013), available at http://europa.
eu/rapid/press-release_IP-13-406_en.htm (recognizing patent holders may abuse a dominant
position by seeking injunctions on SEPs); Press Release, European Comm’n, Antitrust: Commis
sion Sends Statement of Objections to Samsung on Potential Misuse of Mobile Phone Standard-
Essential Patents (Dec. 21, 2012), available at http://europa.eu/rapid/press-release_IP-12-1448
_en.htm (same).

7. See, e.g., Broadcom Corp., 501 F.3d at 308-309; U.S. Dep’t of Justice & U.S. Patent & Trademark
Office, Policy Statement on Remedies for Standards-Essential Patents Subject to Voluntary
F/RAND Commitments at 3-4 (Jan. 8, 2013), available at http://www.uspto.gov/about/offices/
ogc/Final_DOJ-PTO_Policy_Statement_on_FRAND_SEPs_1-8-13.pdf (hereinafter DOJ & PTO Sta
tement) (“[V]oluntary consensus standards, whether mechanical, electrical, computer-related, or
communications-related, have incorporated technological advances that are fundamental to the
interoperability of many of the products on which consumers have come to rely.”); Renata B.
Hesse, IP, Antitrust and Looking Back on the Last Four Years, Presented at Global Competition
Review 2nd Annual Antitrust Law Leaders Forum (Feb. 8, 2013), available at http://www.justi
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correct balance is therefore a complex but crucial exercise. Abuse of declared SEPs
threatens to chill innovation by standard implementers and harm consumers. But
ensuring that SEP holders receive value for their patents that reflects the value they add
to products that implement the standard - to the extent their patents are actually
practiced by implementers and are valid and enforceable - is important to preserve
innovators’ incentives to invest in new technologies.

The remainder of this article reviews the treatment by U.S. courts and regulators
of several important questions that lie at the heart of disputes over licensing of SEPs:

- In what circumstances, if any, may a declared SEP holder that has made a
FRAND commitment obtain an injunction against infringement of a SEP and
thereby keep standard-compliant products off the market?

- Besides seeking injunctions, what types of conduct by a declared SEP holder
can constitute a violation of antitrust or competition law?

- What is a “reasonable” rate to license SEPs? Are there methods or principles
that licensors and prospective licensees - or courts or other tribunals in the
event of a dispute - can apply to value a license to particular SEPs and
determine the appropriate FRAND rate?

- What rights should a prospective licensee to SEPs have to challenge infringe-
ment, validity, or enforceability of the patents?

3. INJUNCTIONS BASED ON STANDARD-ESSENTIAL PATENTS

U.S. courts and regulators have grown increasingly skeptical about granting injunctive
relief based on declared SEPs, except in very narrow circumstances - for example, if an
infringer refuses to pay royalties ordered by a court or the infringer is outside of U.S.
jurisdiction. Moreover, threatening an injunction during SEP license negotiations may
be a breach of the standard-essential patent holder’s FRAND obligations to prospective
licensees.

In Microsoft v. Motorola, Microsoft alleged that Motorola breached its commit-
ment to license on FRAND terms patents declared essential to the 802.11 Wi-Fi
standard and H.264 video compression standard by (i) demanding an “unreasonable”
royalty of 2.25% per Microsoft product, such as the Xbox, for a license, and (ii) seeking
injunctions and exclusion orders against Microsoft products based on its SEPs.?

The court’s calculation of FRAND royalties is discussed in section 5 below. As to
the injunction claim, a U.S. federal court in Washington State preliminarily barred
Motorola from enforcing an injunction it obtained against Microsoft in Germany, a

ce.gov/atr/public/speeches/292573.pdf, at 16 (noting “standards offer our economy great effici
encies and offer consumers and businesses new, advanced products”).
8. Microsoft v. Motorola, 871 F. Supp.2d 1089 (W.D. Wash 2012).
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decision upheld on appeal.’ The Court of Appeals explained that the FRAND commit-
ment arguably included “a guarantee that the patent-holder will not take steps to keep
would-be users from using the patented material, such as seeking an injunction” at
least in cases where the prospective user is willing to take a license.'® Later, a jury
determined that Motorola’s efforts to obtain an injunction breached Motorola’s FRAND
commitment and awarded Microsoft USD 14.5 million in damages.'' Motorola was
permanently enjoined from enforcing injunctions against Microsoft.'*

In Realtek v. LSI, plaintiff Realtek alleged that the defendants breached their
obligation to license on FRAND terms patents declared essential to the 802.11 standard
by demanding exorbitant royalties and threatening Realtek with an injunction if it did
not take a license.'® The U.S. District Court for the Northern District of California held
that threatening an injunction distorts the FRAND negotiation and violates the FRAND
commitment, reasoning that “once the patentee interposes the threat of an injunction,
the standard implementer is placed at a bargaining disadvantage in private negotia-
tions such that the determination of a true FRAND rate almost necessarily must be
conducted by a court.”"* In a later decision, the court held that the defendants breached
their FRAND commitment as a matter of law when they initiated a U.S. International
Trade Commission (ITC) proceeding to block imports of Realtek’s products before
offering a FRAND license, and it granted Realtek’s request for a preliminary injunction
barring defendants from enforcing any relief granted by the ITC."®

In Apple v. Motorola, Judge Richard Posner of the Court of Appeals for the
Seventh Circuit, one of the most influential federal judges and legal scholars in the
United States who was sitting by designation in the U.S. District Court for the Northern
District of Illinois, applied equitable principles of patent law to hold that injunctions are
not available for infringement of FRAND-encumbered SEPs.'¢ It is a general principle of
U.S. law that money damages are the appropriate remedy for most civil wrongs,
including breach of contract or torts such as patent infringement. A patent-holder is
entitled to an injunction barring an accused infringer from using its patent only if it
satisfies a four-factor test, which includes showing that the patent-holder will suffer

9. Microsoft v. Motorola, 871 F. Supp. 2d at 1102-1103 (2012) (finding that Microsoft would face
irreparable harm if German injunction were enforced, and that on balance the equities and
public interest favored granting an injunction); Microsoft, 696 F.3d at 884 (9th Cir. 2012).

10. Ibid. (“Implicit in such a sweeping promise is, at least arguably, a guarantee that the
patent-holder will not take steps to keep would-be users from using the patented material, such
as seeking an injunction, but will instead proffer licenses consistent with the commitment
made”).

11. Microsoft v. Motorola, No. C10-1823JLR, D.I. 909 (Sept. 4, 2013) (verdict form).

12.  Microsoft v. Motorola, No. C10-1823JLR, 2012 WL 5993202 at *7-8 & n. 10 (W.D. Wash. Nov.
30, 2012).

13. Realtek Semiconductor Corp. v. LSI Corp., C-12-03451-RMW, 2013 WL 2181717 at *1-2 (N.D.
Cal. Oct. 10, 2012).

14. Ibid. at *S.

15. Realtek, 946 F. Supp. 998, 1008 (N. D. Cal. 2013) (granting summary judgment for plaintiff on
claim that defendants breached their RAND commitment “where defendants did not even
attempt to offer a license, on ‘RAND’ terms or otherwise, until after seeking injunctive relief”);
Ibid. at 1008-1010 (granting preliminary injunction “until this Court determines defendant’s
RAND obligations and defendants have complied therewith”).

16. Apple v. Motorola, 869 F. Supp. 2d 901, 913-915 (N.D. Ill. 2012) (Posner, J.).
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“irreparable harm” unless an injunction is issued and that money damages are
“inadequate to compensate” for the infringement.'” The parties in Apple v. Motorola
had filed patent claims against one another in various venues. In particular, Motorola
alleged that Apple infringed certain patents that it had declared essential to certain
cellular standards and it sought to bar Apple from manufacturing or selling devices that
used these patents. Judge Posner determined that because Motorola had “committed to
license its patents on FRAND terms to anyone willing to pay a FRAND royalty” it could
not show irreparable harm due to Apple’s infringement or that money damages were
not adequate compensation.'®

A fragmented three-judge panel of the Court of Appeals for the Federal Circuit
later affirmed Judge Posner’s conclusion, but disagreed with him to the extent that his
opinion might be read to suggest that injunctions could never be available based on
SEPs.'” The opinion for the court reasoned that a “patentee subject to FRAND
commitments may have difficulty establishing irreparable harm,” but held that “an
injunction may be justified where an infringer unilaterally refuses a FRAND royalty or
unreasonably delays negotiation to the same effect.”*° The court, however, found no
evidence that adding Apple as one more licensee to the “large number of industry
participants that are already using the system claimed in the [contested] patent” would
cause irreparable harm, or “that Apple has been, for example, unilaterally refusing to
agree to a deal.” It therefore agreed that money damages were adequate to compensate
Motorola for any infringement and that Motorola had produced no evidence that an
injunction was necessary to avoid irreparable harm.*! Another judge, while agreeing
with the result, would have imposed a more restrictive rule than the main opinion,
finding that injunctions “might be appropriate” only in very narrow circumstances
such as where a potential licensee lacked the financial capacity to pay for a FRAND
license or refused to pay royalties that a court had declared FRAND.** A third judge
would have remanded to allow Motorola an opportunity to prove that “Apple’s alleged
unwillingness to license or even negotiate supports a showing that money damages are
inadequate and that it suffered irreparable harm.”*

In the last two years, U.S. regulators have shown deep concerns about attempts
to use declared SEPs to seek injunctive relief. In August 2013, the United States Trade
Representative overturned an ITC exclusion order directed to imported Apple products

17. eBay Inc. v. Mercexchange, LLC, 547 U.S. 388, 390-392 (U.S. 2000).

18. Apple, 869 F. Supp. 2d at 913-914 (“I don’t see how, given FRAND, I would be justified in
enjoining Apple from infringing the "898 unless Apple refuses to pay a royalty that meets the
FRAND requirement. By committing to license its patents on FRAND terms, Motorola committed
to license the "898 to anyone willing to pay a FRAND royalty and thus implicitly acknowledged
that a royalty is adequate compensation for a license to use that patent”).

19. Apple v. Motorola, 757 F.3d 1286, 1331(Fed. Cir. 2014) (“to the extent that the district court
applied a per se rule that injunctions are unavailable for SEPs, it erred.”).

20. Ibid. at 1332 (citing US Dep’t of Justice and US Patent and Trademark Office, Policy Statement on
Remedies for Standard-Essential Patents Subject to Voluntary F/RAND Commitments, at 7-8 (Jan.
8, 2013), available at http://www.uspto.gov/about/offices/ogc/Final_DOJ-PTO_Policy_State
ment_on_FRAND_SEPs_1-8-13.pdf).

21. Ibid.

22. Ibid. at 1342 (Prost, J., concurring-in-part and dissenting-in-part).

23. Ibid. at 1334 (Rader, C.J., concurring-in-part and dissenting-in-part).
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that allegedly infringed Samsung’s standard-essential patents.>* The decision overturn-
ing the exclusion order emphasized that, due to the potential for patent hold-up
associated with SEPs, exclusion orders based on SEP infringement will be appropriate
only in narrow circumstances. Decisions on injunctions by the U.S. Federal Trade
Commission (FTC) are discussed in the next section.

4. ANTITRUST VIOLATIONS BASED ON ABUSE OF
STANDARD-ESSENTIAL PATENTS

Several courts and regulators in the United States have determined abuses of SEPs to be
violations of the antitrust laws.

Failing to timely disclose potential SEPs during the standardization process, or
causing purportedly patented technology to be included in a standard based on false
FRAND commitments, may violate section 2 of the U.S. Sherman Act, which prohibits
conduct that creates or maintains a monopoly through foreclosing competition.*® Such
conduct may cause the SSO to adopt patented technology over an alternative technol-
ogy that may be unpatented or available for lower royalties.*® For example, in May
2012, the U.S. District Court for the Northern District of California declined to dismiss
an Apple antitrust claim alleging that Samsung failed to disclose, before the standard
was finalized, patents that Samsung later claimed were essential to certain 3G cellular
standards in litigation with Apple.*’

Efforts to obtain injunctions based on SEPs may also violate U.S. antitrust law (in
addition to giving rise to contract claims, as discussed above). In November 2012 the
FTC indicated in a proposed consent decree that seeking an injunction on FRAND-
committed patents can violate section 5 of the FTC Act as an “unfair method of
competition.”*® The decree arose out of a merger investigation between manufacturers
of, among other things, devices that automotive technicians use to remove refrigerant
from vehicle air conditioning systems. The FTC alleged that the acquisition target (SPX)

24. Letter of Ambassador Michael B. G. Froman, U.S. Trade Representative to Chairman Irving A.
Williamson, U.S. International Trade Commission (Aug. 3, 2013).

25. Broadcom, 501 F.3d at 314 (“We hold that (1) in a consensus-oriented private standard-setting
environment, (2) a patent holder’s intentionally false promise to license essential proprietary
technology on FRAND terms, (3) coupled with an SDO’s reliance on that promise when
including the technology in a standard, and (4) the patent holder’s subsequent breach of that
promise, is actionable anticompetitive conduct.”); Research In Motion Ltd v. Motorola, Inc., 644
F. Supp. 2d 788, 796-797 (N.D. Tex. 2008) (allegation that SSOs “relied on Motorola’s false
promises that it would license its patents on FRAND terms,” enabling its monopoly power, was
sufficient to state a claim).

26. Broadcom, 501 F.3d at 313-314 (“Deception in a consensus-driven private standard-setting
environment harms the competitive process by obscuring the costs of including proprietary
technology in a standard and increasing the likelihood that patent rights will confer monopoly
power on the patent holder”).

27. Apple Inc. v. Samsung Electronics Co., No 11-cv-01846, 2012 WL 672493 at *8 (N.D. Cal. May 14,
2012).

28. Statement of the Commission, In the Matter of Robert Bosch GmbH, No. C4377 at 13 (F.T.C Nov.
26, 2013) (“the threat of injunctive relief in matters 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”) (internal quotations omitted).
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violated section 5 of the FTC Act by seeking injunctions - based on alleged infringe-
ment of two patents for which SPX had made FRAND commitments to relevant SSOs -
against competing manufacturers of these devices. The final consent decree required
the buyer (Bosch) to license its SEPs royalty-free to any implementer of the standards.*

In a subsequent action against Google settled in July 2013, the FTC found that
Google’s attempts to obtain injunctions/ITC exclusion orders based on Motorola
Mobility’s declared SEPs violated section 5 of the FTC Act.*® The consent decree
requires Google to follow specific steps before it can sue (or maintain suits against)
most potential licensees for exclusionary relief based on FRAND-committed patents.
Google generally must either engage potential licensees in structured negotiations or
follow detailed requirements before seeking an injunction in a court or the US
International Trade Commission. Google may seek an injunction against an infringer
that is outside the jurisdiction of U.S. district courts, or has taken specific actions that
suggest it is not a willing licensee - for example, if it fails to confirm it will take a
FRAND license, repudiates a FRAND license under oath, or refuses to enter a FRAND
license on terms that a court or binding arbitration has set.

5. DETERMINING FRAND RATES

In recent decisions, two U.S. courts following bench trials and two federal juries, have
determined FRAND licensing rates for particular declared essential patents. In detailed
decisions following the bench trials, the courts have placed particular emphasis on
principles that FRAND rates: (i) must reflect concerns about royalty-stacking; (ii)
should be based on the inherent inventive value of the patent and not the hold-up
“value” attributed to the fact a technology has been standardized and pre-
standardization alternatives eliminated; and (iii) must reflect the portion of the end
product that actually implements the relevant standard, rather than the entire value of
the product (which will often be driven by features having nothing to do with the
relevant standard). In both decisions, the court determined that a FRAND royalty rate
was only a small fraction of the royalties that the declared SEP holder was seeking. We
expect that these decisions will prove influential both for negotiations over FRAND
licenses and for future cases setting FRAND rates.

The Microsoft v. Motorola breach of FRAND action in the Western District of
Washington was bifurcated in two parts: first, a bench trial - presided over by Judge
James Robart - to determine the FRAND rate and range for Motorola’s SEPs;*' and
second, a jury trial, to determine - using the FRAND rates and ranges from the bench
trial - whether Motorola’s 2.25% per Microsoft device initial license offer breached its

29. Decision and Order, In the Matter of Robert Bosch GmbH, No. C4377 at 13 (FTC Apr. 23, 2013).

30. Decision and Order, In The Matter of Motorola Mobility LLC and Google Inc., (F.T.C. Jul. 24,
2013).

31. Microsoft Corp. v. Motorola, Inc., 2013 WL 2111217 at *4 (W. D. Wash. Apr. 25,2013). Judge
Robart determined a range for a FRAND license, in addition to a rate, because there was more
than one rate that could qualify as FRAND. For purposes of the breach of contract determination,
any offered rate within the range likely would comply with Motorola’s FRAND obligation. Ibid.
at *3.
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obligation to make a good faith FRAND offer (as discussed above, the jury also
considered whether Motorola’s efforts to obtain an injunction violated FRAND).

In a lengthy opinion following the bench trial on the FRAND rate and range,
Judge Robart focused on the relative technical merit and value of the technology
covered by the Motorola patents to determine the FRAND rate and range. He first
focused on the relative importance of the Motorola patents to the Wi-Fi and H.264
standards. He determined that the Motorola patents were not particularly valuable to
either standard.*® Second, he considered how important both the standard and the
patented features were to the accused Microsoft devices. He found that, to the extent
the features were used, they did not represent important functionality for the products
at issue.*® Finally, he looked at purported comparable licenses that the parties offered
and considered the stacking effect of the rates that Motorola proposed. He determined
that if all of the holders of SEPs for Wi-Fi and H.264 sought the same royalties as
Motorola, the cost of the end-user devices would-be “untenable,” suggesting that the
proposed rates were not FRAND.** Ultimately, the court determined that the proper
FRAND rate for Motorola’s Wi-Fi patents was 3.471 cents per Xbox or 0.8 cents for
other products. The FRAND rate for Motorola’s H.264 patents was 0.555 cents per
product. By way of comparison, Motorola’s initial offer of 2.25% of the price of an Xbox
for a license to either its 802.11 or its H.264 SEPs would have amounted to nearly USD
6 per device for either portfolio (and nearly USD 12 for both).>* The jury later
determined that Motorola’s offer was so excessive that it violated the duty to make a
good faith FRAND offer.*®

In In re Innovatio IP Ventures LLC Patent Litigation (“Innovatio”) - a patent
infringement case in which the defendants raised defenses based on FRAND - the
parties agreed to a bench trial to determine the FRAND rate to plaintiff Innovatio’s
portfolio of patents essential to the Wi-Fi standard before addressing the merits of the
patent claims or defenses.*” In essence, the parties and the court agreed to evaluate the
potential damages owed to Innovatio up front, which the court hoped would spur
settlement rendering the liability phase potentially unnecessary.*® Judge James Hold-
erman, adopted a similar methodology to Judge Robart in Microsoft, with some

32. Ibid. at *28-42 (H.264), *53-64 (802.11).

33. Ibid. at *43-52 (H.264), *53-64 (802.11).

34. Ibid. at *73.

35. Motorola’s offers were subject to offsets for the value of Microsoft’s SEPs. Microsoft v. Motorola,
C10-1823-JLR, 2013 WL 4053225 at *2 (W. D. Wash. Aug. 12, 2013). During the bench trial,
Motorola’s expert opined that the net cost to Microsoft of the H.264 license was only 0.68% to
0.84% per device, and that the net cost of the 802.11 SEPs was 1.15%-1.73% per device.
However, the Court found that Motorola failed to enter evidence of the value of the Microsoft
patents into the record and disregarded these lower net rates. Microsoft, 2013 WL 2111217 at
*72-73 (W. D. Wash Apr. 25, 2013).

36. Microsoft Corp. v. Motorola, Inc., 2013 WL 5373179 (W.D. Wash. Sept. 24, 2013).

37. In re Innovatio IP Ventures, LLC Patent Litig., No. 11-cv-9308, 2013 WL 5593609 (N.D. IIl. Oct.
3, 2013). Prior to the FRAND rate bench trial, the court held a hearing to determine whether
Innovatio’s patent claims, which had been declared essential to the Wi-Fi standard, were in fact
essential. The court determined that they were. In re Innovatio IP Ventures, LLC Patent Litig., No.
11-cv-9308, 956 F. Supp. 2d 925 (N.D. Ill. 2013).

38. Innovatio, 2013 WL 5593609 at *1.
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modifications. In Innovatio, the court found that the appropriate royalty base was the
Wi-Fi chip - the component that supplied the Wi-Fi functionality - and therefore
determined that it did not need to separately consider the importance of the Innovatio
patents to both the standard as well as to end-user devices.>® As in Microsoft, however,
the court found that avoiding excessive royalty stacking was important to the analysis,
as was basing the value of a royalty on the intrinsic technical value of the patent, not
the hold-up value of the standard.*

To determine the FRAND rate to Innovatio’s patents with those principles in
mind, the court employed a “top down” analysis. It started with operating profits on a
Wi-Fi chip, which it determined to be the amount available to license all of the patents
necessary for the Wi-Fi standard. It then determined - based on the size and relative
technical merit of the Innovatio portfolio - the Innovatio share of the total licensing
cost to implement the Wi-Fi standard. Finding that the Innovatio patents were
relatively important to the Wi-Fi standard and therefore to Wi-Fi chips, the court
determined that the FRAND rate to the Innovatio portfolio of 19 Wi-Fi patents was 9.56
cents per Wi-Fi chip.*!

In Realtek v. LSI, a jury, rather than a judge, determined the proper FRAND rate.
Following a trial in which many arguments were similar to those raised in Motorola v.
Microsoft and Innovatio, the jury determined that the FRAND rate to two LSI Wi-Fi SEPs
was 0.19%, using Realtek’s chip sales as the royalty base.** Another jury, in Ericsson
v. D-Link Systems, Inc., set a FRAND rate of 15 cents per unit for past infringement of
5 Ericsson SEPs relating to Wi-Fi functionality included in various end-user devices.In
a post-trial order upholding the jury verdict, the court rejected concerns about
royalty-stacking or patent hold-up as purely “theoretical” and not a basis for adjusting
the jury’s verdict.*?

6. THE ABILITY TO CHALLENGE STANDARD-ESSENTIAL PATENTS:
VALIDITY/INFRINGEMENT/ENFORCEABILITY

United States law generally encourages accused infringers, and even licensees, to
challenge the validity and enforceability of patents, as well as infringement.** In the
FRAND context specifically, U.S. courts and antitrust agencies are recognizing that a
standard implementer must be able to challenge the validity, enforceability and
infringement of declared SEPs, without being deemed an “unwilling licensee” against
whom an injunction may be appropriate. This is essential to ensuring both that (i)
standard implementers (and ultimately end consumers) are required to pay royalties
only on patents covering genuine inventions they are actually practicing and (ii)

39. Ibid. at *6-7.

40. Ibid. at *8-10.

41. Ibid. at *43.

42. Realtek Semiconductor Corp. v. LSI Corp., C-12-03451-RMW, D.I. 324 (N.D. Cal. Feb. 26, 2014)
(Jury Verdict Form).

43. Ericsson Inc. v. D-Link Systems, Inc., 10-CV-473, 2013 WL 4046225 (E.D. Tex. 2013).

44. Lear, Inc. v. Adkins, 395 U.S. 653 (1969) (Licensee not estopped from challenging validity of
patent and could avoid payment of royalties on invalidated patent).
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inventors who have truly contributed valuable technology to a standard do not see
their returns diluted by overpayments to others. Moreover, the outcomes of challenges
to patent merits can affect the FRAND rate if certain SEPs are rendered invalid, not
infringed, or unenforceable.

In LSI v. Realtek, the defendants sought to dismiss Realtek’s breach of FRAND
suit on the grounds that Realtek was challenging validity and denying infringement of
the defendants’ SEPs at the same time it was asking the court to set the terms of a
license to those patents. The defendants argued that Realtek’s challenges to the patents
meant it was not actually seeking a license and therefore there was no actual dispute
between the parties about FRAND terms.** The court disagreed, holding that Realtek’s
FRAND claim was ripe for adjudication. Indeed, the court noted that as a matter of
patent law, determining how much Realtek would ultimately pay for a FRAND license
of LSI’s patents was dependent on questions of invalidity and infringement. Finally, the
court noted that the defendants’ efforts to bar Realtek’s products from the market
during negotiations - through an ITC exclusion order - put Realtek at a “bargaining
disadvantage,” making adjudication of the FRAND rate almost “necessarily” appropri-
ate for the Court.*®

As described above, the rate decisions in both the Microsoft v. Motorola and
Innovatio cases turned substantially on the technical merits of the patents. While
infringement and invalidity were not at issue in the Western District of Washington
Microsoft case, Judge Robart factored the actual essentiality of the Motorola patents in
his analysis, as well as the use made by the Microsoft devices, in essence considering
the strength of an infringement argument. In Innovatio, what the royalty defendants
will ultimately owe will depend on the liability phase of the case.*’

Finally, the consent decree entered by the FTC in the Google/Motorola Mobility
investigation discussed above specifically provides that Google may not deem a
potential licensee an unwilling licensee and seek an injunction, merely because the
potential licensee challenges the validity, value, infringement, or essentiality of
Google’s declared essential patents.*®

7. CONCLUSION

U.S. courts and regulators have been robustly enforcing FRAND and disclosure
commitments in disputes regarding SEPs to ensure the integrity of the standard-setting
process and to protect against patent hold-up. With some exceptions, that trend is

45. Realtek, 2012 WL 4845628 at *5.

46. Ibid.

47. Since the FRAND rate trial, Cisco reportedly settled with Innovatio at a rate of 3.2 cents per unit,
substantially lower than the 9.56 cents per unit RAND rate that Judge Holderman determined for
the Innovatio portfolio. David McAfee, Cisco Strikes $2.7M Deal With Innovatio in Wi-Fi Patent
Row, Law360 (Feb. 6, 2014), available at http://www.law360.com/ip/articles/5079362nl_pk =
05fe90c0-0229-4658-8eal-24d92ababde0&utm_source = newsletter&utm_medium = email&utm
_campaign =ip (subscription req.).

48. Final Consent Decree and Order, In The Matter of Motorola Mobility LLC and Google Inc. at 8.
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reflected in other jurisdictions.*” These increasingly consistent outcomes will help
shape for the better the competitive landscape in mobile communications and many
other critical industries, to the benefit of competition and consumers. The more SEP
holders and standard implementers can rely on courts in varying jurisdictions to apply
consistent and sensible principles to patent enforcement disputes, the more that will
narrow divergence in their expectations about results from litigation. This will promote
agreements on FRAND licensing terms without litigation,* ultimately the best result
for SEP holders, potential licensees, other industry participants and consumers alike.

49. See Greenfield, Schneider and Mueller, SEP Enforcement Disputes, supra n. 1.
50. See, e.g., F. Easterbrook, The Limits of Antitrust, 63 Tex. L. Rev. 1, 12-13 & n. 24 (1984)
(observing that “[c]ases are settled when parties can agree on the likely outcome of a trial”).
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