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The “hold-up” problem
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“Patent Hold-Up”Patent Hold Up

• Patent hold up is leverage gained not from the• Patent hold-up is leverage gained not from the 
value of the invention (“ex ante”), but from the 
fact that other people are locked into their own p p
or others' investments (“ex post”).
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Ex AnteEx Ante
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Ex PostEx Post



SSO self-help
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First-level Proposed Solutions to Hold-upFirst level Proposed Solutions to Hold up

• Disclosure requirements• Disclosure requirements
• Ex-ante bargaining



FTC/DOJ 2007 ReportFTC/DOJ 2007 Report

http://ftc.gov/reports/innovation/P040101PromotingInnovationandCo
mpetitionrpt0704.pdf



Second-level ComplicationsSecond level Complications

• Inadequate notice: claim interpretation pending• Inadequate notice: claim interpretation, pending 
applications

• Transaction costs of ex ante bargainingTransaction costs of ex ante bargaining
• Engineers or lawyers?
• Sheer number of patentsp



Proposed Solution to Second-level 
C li tiComplications

• RAND/FRAND• RAND/FRAND



Patent institutions in flux
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The legal framework gives FRAND
i ( d ’t)meaning (or doesn’t)

• What does FRAND mean?• What does FRAND mean?
• Are injunctions/exclusion orders available?  When?
• What royalty or damages?  Process for determining?y y g g
• Scope of grantbacks?

• Does FRAND commitment run with the patent?  
• How is it enforced (defense, breach, antitrust)?



Are injunctions available?Are injunctions available?

• eBay v. MercExchange:

• irreparable injury 
• inadequate remedies at law
• balance of hardships• balance of hardships
• public interest
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Are injunctions available in district court?Are injunctions available in district court?

Judge Posner’s opinion in 
Apple, Inc. v. Motorola, Inc., 
No 1:11 cv 08540 (N D IllNo. 1:11-cv-08540 (N.D. Ill. 
June 22, 2012)



Posner decisionPosner decision

“I don’t see how given FRAND I would be justifiedI 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 pp p y y y
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 toroyalty is adequate compensation for a license to 
use that patent.”
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Watch this spaceWatch this space

• Posner decision now on appeal to the Federal• Posner decision now on appeal to the Federal 
Circuit
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Spansion Inc v. ITCSpansion Inc v. ITC

• Federal Circuit “holds that eBay does not apply• Federal Circuit holds that eBay does not apply 
to Commission remedy determinations under 
Section 337.” 

• Spansion, Inc. v. Int’l Trade Comm’n, 629 F.3d. 1331, 
1359 (Fed. Cir. 2010).
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Unanswered by SpansionUnanswered by Spansion

• Does the ITC have the power to consider eBay• Does the ITC have the power to consider eBay-
type considerations under the “public interest” 
provision of its statute?p

• Must it do so?
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FTC 2011 ReportFTC 2011 Report
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ITC responseITC response

• According to a published report the Chairman of• According to a published report, the Chairman of 
the ITC, in response, wrote a letter to the 
Chairman of the FTC, stating:, g
• “Section 337 provides that the Commission 'shall' 

impose the remedies specified under the statute 
unless the public interest factors set forth thereinunless the public interest factors set forth therein 
counsel otherwise. . . . [U]nlike the Congress, we do 
not promulgate substantive policies to be applied in 
adjudicating Section 337 cases.”
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FTC views on public interestFTC views on public interest

FTC statements to ITC, 
http://www.ftc.gov/os/2012/0
6/1206ftcgamingconsole.pdf  
and  
http://www.ftc.gov/os/2012/0
6/1206ft i l df

Testimony of Commissioner 
Edith Ramirez before the 
Senate Judiciary Committee, 
http://www.ftc.gov/os/testimo
ny/120711standardpatents.p
df6/1206ftcwirelesscom.pdf df



FTC statements to ITCFTC statements to ITC

• “The ITC has a range of remedies available to it• The ITC has a range of remedies available to it 
. . .”
• denial of an exclusion order unless the holder has 

made a reasonable royalty offer
• delay the effective date of remedies until the parties 

mediate in good faithmediate in good faith
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What royalty or damages?What royalty or damages?
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The antitrust agencies as 
advocates & enforcersadvocates & enforcers
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FTC views on public interestFTC views on public interest

FTC statements to ITC, 
http://www.ftc.gov/os/2012/0
6/1206ftcgamingconsole.pdf  
and  
http://www.ftc.gov/os/2012/0
6/1206ft i l df

Testimony of Commissioner 
Edith Ramirez before the 
Senate Judiciary Committee, 
http://www.ftc.gov/os/testimo
ny/120711standardpatents.p
df6/1206ftcwirelesscom.pdf df



DOJ/ PTO Policy StatementDOJ/ PTO Policy Statement
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FTC EnforcementFTC Enforcement

Robert Bosch GmbH In the Matter of
Motorola Mobility LLC
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DOJ Enforcement?DOJ Enforcement?

• “Is it potentially a violation of Section 2Is it potentially a violation of Section 2 
when a F/RAND-encumbered SEP 
owner exercises the monopoly power 
th t h h i d th hthat he or she acquired through 
participation in the standard-setting 
process in breach of the SEP owner’s 
F/RAND commitment?”

• “This is an issue that we continue to look 
at and encourage members of the barat and encourage members of the bar 
and academia to do so as well.”
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The global dimension
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The global dimensionThe global dimension
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DisclaimerDisclaimer

• This material is provided as a general informational service to clients and friends of p g
Morgan, Lewis & Bockius LLP. It should not be construed as, and does not constitute, 
legal advice on any specific matter, nor does this message create an attorney-client 
relationship. These materials may be considered Attorney Advertising in some states. 
Please note that the prior results discussed in the material do not guarantee similar g
outcomes. Links provided from outside sources are subject to expiration or change. © 
2013 Morgan, Lewis & Bockius LLP. All Rights Reserved. 

• IRS Circular 230 Disclosure To ensure compliance with requirements imposed p q p
by the IRS, we inform you that any U.S. federal tax advice contained in this 
communication (including any attachments) is not intended or written to be 
used, and cannot be used, for the purpose of (i) avoiding penalties under the 
Internal Revenue Code or (ii) promoting, marketing, or recommending to ( ) p g, g, g
another party any transaction or matter addressed herein. For information 
about why we are required to include this legend, please see 
http://www.morganlewis.com/circular230.
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